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UNITED  STATES  STEEL  CORPORATION. 


^  Committee  on  Investioation  of 

United  States  Steel  Corporation, 

House  of  Kefresentatives, 

Saturday^  May  27, 1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

STATEUEHT  OF  MB.  J.  W.  GATES. 


The  witness  WM  duly  sworn  by » the  chairman. 

The  Chairman.  Mr»  Gates,  you  are  a  resident  now,  I  believe,  of 
the  great  State  of  Texas  ? 

Afr.  Gates.  Yes,  sir. 

The  Chairman.  And  your  full  name  is  John  W.  Gates? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  And  you  have  had  considerable  experience  in  the 
iron  and  steel  business,  I  think? 

Mr.  Gates.  I  have  had  some. 

The  Chairman.  And  you  are  more  or  less  interested  in  that  busi- 
ness now? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  Mr.  Gates,  I  will  ask  if  you  were  ever  interested 
in  any  way  in  what  was  once  known  as  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gates.  Yes,  sir ;  I  was  a  stockholder  and  director,  and  member 
of  the  executive  committee. 

The  Chairman.  You  will  please  tell  the  committee  in  your  own 
way  the  early  history  of  your  connection  with  that  company. 

Mr.  Gates.  A  syndicate  was  formed  during  my  absence  in  Texas, 
in  November  or  December 

Mr.  Bartlett.  What  year? 

Mr.  Gates.  1904  or  1905, 1  think  it  was,  which  acquired  a  control- 
ling interest  in  the  Tennessee  Coal  &  Iron  Co.  That  syndicate  wab 
managed  by  Mr.  Grant  B.  Schley,  of  Moore  &  Schley;  and  Mr. 
Charles  S.  Guthrie,  who  was  then  president  of  the  Republic  Iron  & 
Steel  Co.  They  acquired  through  purchase  in  the  open  market — some 
possibly  by  private  sale  and  purchase — a  large  majority  of  the  shares 
of  stock  of  the  Tennessee  Coal  &  Iron  Co.  They  telegraphed  me 
what  they  had  done,  and  I  acquiesced  in  their  action  and  took  a  pro- 
portionate amount  of  the  total  stock  purchased,  which  my  recollec- 
tion is  was  in  the  neighborhood  of  200,000  shari*s.  There  were  some 
10  or  12  and  perhaps  15  men  interested  in  what  was  known  as  the 
Tennessee  Iron  &  Coal  syndicate.  Under  the  terms  of  the  syndi- 
cate agreement,  the  managers  of  the  syndicate,  Mr.  Schley  and  Mr. 
Guthne,  had  a  right  to  sell  the  stock  without  asking  any  questions, 
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!)rovided  they  sold  it  at  a  profit,  but  they  could  not  sell  the  stock  at  a 
OSS  without  the  consent  oi  all  the  syndicate  members. 

Mr.  Guthrie  uassed  away  a  few  months  later,  and  Mr.  L.  C.  Hanna, 
of  Cleveland,  Ohio,  was  elected  as  the  associate  syndicate  manager 
with  Mr,  Schley. 

The  Chaibman.  Mr.  Hanna,  I  believe,  was  a  brother  of  Senator 
Hanna? 

Mr.  Gates.  He  is  a  brother  of  the  late  Senator  Hanna. 

We  proceeded  to  operate  and  improve  the  company  as  fast  as  we 
could,  consistent  witn  good  business  judgment,  and  1  sailed  for 
Europe  in  July,  1906. 

The  Chairman.  You  speak  of  improving  this  property. 

Mr.  Gates.  Perhaps  it  was  1907.  We  went  to  Europe  in  July, 
and  we  returned  from  Europe  on  the  6th  of  November,  I  think,  of 
the^  same  year — either  the  6th  or  the  7th,  I  am  not  quite  certain 
which.  When  we  returned  to  America  this  country  was  m  the  throes 
of  a  panic,  and  I  picked  up  a  newspaper  in  the  morning  before  we 
got  on  the  ship  and  saw  that  the  stock  of  the  Tennessee  Coal  &  Iron 
Co.  had  been  sold  to  the  United  States  Steel  Corporation. 

Mr.  Bartlbtt.  Did  you  give  the  date  of  your  return  ?  Of  course 
that  would  be  important. 

Mr.  Gates.  It  was  on  election  day,  I  remember,  on  Tuesday  of  an 
election  day.  November  of  1906  or  1907  I  returned.  Then  upon  my 
arrival  at  the  hotel  I  received  a  note  from  Mr.  Schley 

The  Chairman  (interposing).  The  November  election? 

Mr.  Gates.  November  6,  1907,  I  think  it  was;  I  will  not  be  posi- 
tive as  to  dates,  but  I  know  it  was  a  legal  holiday  and  that  there  was 
an  election  the  day  I  returned. 

Mr.  Bartlett.  You  may  fix  it  by  this :  The  letter  of  the  President 
to  the  Attorney  General  is  dated  November  4,  1907.  Probably  that 
will  aid  you. 

Mr.  Gates.  I  think  it  was  November  6  or  7,  1907.  Upon  my 
arrival  at  the  Plaza  Hotel  I  found  a  note  from  Mr.  Schley,  who  had 
an  office  then  and  has  one  now  at  747  Fifth  Avenue  between  Fifty- 
seventh  and  Fifty-eighth  Streets,  asking  me  if  I  would  not  please 
come  over  to  his  office  at  once. 

Mr.  Bartlbtt.  That  is  Mr.  Schley  of  the  firm  of  Moore  &  Schley  ? 

Mr.  Gates.  Yes,  sir ;  of  the  firm  of  Moore  &  Schley. 

I  probably  got  there  either  about  11  or  12  o'clock,  and  I  found 
negotiations  pending  between  Mr.  Frick,  Judge  Gary,  and  Mr. 
Morgan  on  one  side,  and  Mr.  Schley,  Mr.  Hanna,  and  associates  on 
the  other  side,  and  I  was  told  that  they  were  all  at  Mr.  Morgan's 
residence.  Judge  Gary,  Mr.  Morgan,  and  Mr.  Frick  were  trying  to 
acquire  this  block  of  stock,  which  was  the  control  by  a  very  large 
majority. 

The  Chairman.  Did  you  say  at  Mr.  Morgan's  residence  or  his 
office? 

Mr.  Gates.  At  his  residence  in  Thirty-sixth  Street;  at  least  some 
one  called  up  from  there  and  said  they  were  all  in  conference  and 
wanted  to  know  whether  they  were  going  to  close  the  Tennessee  Coal 
&  Iron  deal  on  the  basis  of  their  proposition. 

Mr.  Bartlett.  It  is  the  impression  on  my  mind  that  you  found 
Mr.  Morgan  and  Judge  Gary  at  Moore  &  Schley's  office.  Il'ou  do  not 
mean  to  say  that? 
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Mr.  Gates.  I  said  Mr.  Morgan,  Judge  Gary,  and  Mr.  Frick  were 
at  Mr.  Morgan's  bouse. 

Mr.  Jokes.  Mr.  Gates  was  told  that  they  were  at  Mr.  Morgan's 
house. 

Mr.  Gates.^  I  was  told  that  and  learned  its  correctness  from  vari- 
ous telephonic  conferences  which  occurred  between  Mr.  Morgan's 
residence  and  Moore  &  Schley's  office  on  Fifth  Avenue. 

Judge  Gary,  Mr.  Morgan,  and  Mr.  Frick  were  trying  to  acquire 
the  stock,  as  I  remember  it,  by  an  exchange  of  an  ^ual  amount  of 
what  was  known  as  United  States  Steel  second  fives.  In  other  words, 
for  each  10  shares  of  the  Tennessee  Coal  &  Iron  stock  they  were  to 
get  one  of  the  second-mortgage  bonds  of  the  United  States  Steel 
Corporation.  I  said  to  Mr.  Morgan  I  thouj^ht  that  was  not  enough, 
and  I  was  not  willing  to  trade  on  that  basis.  So,  after  three,  four, 
or  five  hours  of  telephoning  backward  and  forward,  we  made  a  trade 
with  them  on  the  basis,  as  I  remember  it,  of  about  119}  per  cent 
of  United  States  Steel  sinking  bond  fives,  as  they  are  known,  for  Ten- 
nessee stock. 

Under  the  terms  of  the  trade,  we  were  to  tender  our  resignations 
as  directors  in  a  body,  and  the  United  States  Steel  Corporation 
were  to  elect  such  men  as  they  selected  to  succeed  us.  We  were  to 
meet,  I  Uiink,  the  following^  morning,  at  the  office  of  the  Tennessee 
Coal  &  Iron  Co.,  at  the  Kealty  Building,  115  Broadway,  at  11 
o'clock.  We  met  at  the  appointed  hour,  and  I  said  to  Judse  Garv : 
^  You  are  simply  buying  a  majority  of  this  stock,  and  taking  the 
resignations  of  the  board  of  directors." 

]W&.  Babtlett.  Judge  Gary  was  chairman  of  the  board  of  direc- 
tors of  the  United  States  Steel  Corporation? 

Mr.  Gates.  He  was  the  chairman  of  the  board  of  directors  of  the 
United  States  Steel  Corporation,  and  Mr.  Corey  was  its  president, 
and  he  was  also  there.  He  said  to  us :  "  We  do  not  care  anything 
about  the  minority."  "  Well,"  I  said,  "  we  do  care  about  ha  vine 
(he  minority  treated  exactly  the  same  as  the  majority,  and  we  will 
not  turn  over  this  stock  unless  you  pass  a  resolution,  and  give  us  a 
copy  of  it,  agreeing  to  pay  all  of  the  minority  stockholders  the  same 
price  for  their  securities  as  you  pay  the  majority  stockholders." 
After  some  discussion  a  resolution  was  passed  and  a  copy  handed  to 
us,  agreeing  to  take  care  of  the  minority  stockholders  on  the  same 
basis  and  at  the  same  price  and  terms  that  the  majority  stockholders 
were  taken  care  of. 

That  is  about  all  I  can  tell  you  about  the  Tennessee  Coal  &  Iron 
proposition. 
Mr.  McGiLUCUDDY.  Who  owned  the  majority  stock? 
Mr.  Gates.  I  stated  earlier  that  the  majority  of  the  stock  was 
bought  by  a  syndicate.    Col.  Oliver  Payne  was  in  that  syndicate, 
and  I  think  Mr.  J.  B.  Duke  and  Mr.  E.  J.  Berwind. 

Mr.  Bartlbtt.  O.  H.  Payne,  L.  C.  Hanna,  G.  B.  Schley,  J.  B. 

Duke,  E.  J.  Berwind,  J.  W.  Gates,  A.  N.  Brady,  G.  A.  Kessler, 

0.  Thome,  E.  W.  Oglebay,  H.  S.  Black,  F.  D.  Stout,  J.  W.  Simpson, 

G.  W.  French,  S.  G.  Cooper,  and  J.  A.  Topping.    Is  that  correct? 

Mr.  Gates.  I  think  that  is  a  correct  statement  of  the  syndicate. 

The  Chaibman.  Do  you  recall  the  shares  that  they  held  of  this 

stock? 
Mr.  Gates.  There  were  varying  amounts. 
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The  Chairman.  I  do  not  mean  the  separate  amounts,  but  the 
combined  amount? 

Mr.  Gates.  I  think  there  were  in  the  neighborhood  of  200,000 
shares,  perhaps  more.  In  the  original  participation,  I  think  Payne, 
Kessler,  Berwind,  Schley,  Duke,  and  myself  each  had  18,000  shares. 
The  others  were  divided  up  in  smaller  donominations;  some  had 
8,000,  some  had  5,000,  and  some  had  9,000. 

The  Chaibman.  You  spoke  of  exchanging  the  bonds  or  the  stock 
of  the  Tennessee  Coal  &  Iron  Co.  for  the  second-mortgage  bonds  of 
the  United  States  Steel  Corporation. 

Mr.  Gatbs.  Yes,  sir. 

The  Chairman.  Which  security  had  the  greater  basis  of  tangible 
value  behind  it,  the  stock  or  bonds  of  the  Tennessee  Coal  &  Iron  Co. 
or  the  second-mortgage  bonds  of  the  Steel  Corporation,  for  which 
they  were  exchanged  ? 

Mr.  Jones.  That,  if  you  please,  is  a  question  of  opinion,  and  my 
understanding  is  that  you  are  arter  the  facts  here;  but  I  have  no 
objection  to  Mr.  Gates  stating  his  opinion,  if  he  so  desires. 

The  Chairman.  I  will  not  insist  uj)on  Mr.  Gates  giving  an  an$wer 
to  that  question;  but  I  think  his  opinion  would  have  great  weight 
before  this  committee. 

Mr.  Gates.  I  can  only  give  you  an  answer  by  telling  you  what 
the  quotations  on  the  New  York  Stock  Exchange  were  for  each  of 
the  securities  at  the  time  of  the  exchange.  I  think  the  Tennessee 
Coal  &  Iron  stock  was  selling  at  somewhere  between  $120  and  $160 
per  share  at  that  time,  and  the  United  States  Steel  sinking  fund  sec- 
onds were  selling  between  $80  and  $85. 

Mr.  Bartlett.  The  prices  of  securities  of  that  sort  are  generally 
controlled  by  what  is  behind  them?  I  do  not  mean  the  speculative 
price,  but  the  price  on  the  market,  rather,  the  difference  in  the  value 
of  the  property  that  is  behind  it 

Mr.  Gates.  That  is  supposed  to  be  the  fact,  but  I  do  not  know  that 
it  always  is. 

The  Chairman.  What  I  had  in  mind  was  this:  This  was  in  time 
of  stress — ^{>anio — and  collateral  very  often  is  measured  by  what  you 
can  get  on  it  under  an  execution,  as  we  say,  a  forced  sale  of  tangible 
property  that  can  be  reached  by  virtue  of  foreclosing  the  bonds  or 
putting  up  the  property  behind  the  stock.  Now,  which  one  of  those 
two  securities  had  the  greater  amount  of  tangible,  unencumbered 
roperty  behind  it,  the  stock  or  bonds  of  the  Tennessee  Coal  &  Iron 

0.  or  the  second-mortgage  bonds  of  the  United  States  Steel  Corpo- 
ration ? 

Mr.  Young.  Those  exchanged  or  the  whole  of  the  stock? 

The  Chairman.  Those  for  which  the  exchange  was  made. 

Mr.  Gates.  The  second-mortgage  bonds  ot  the  United  States 
Steel  Corporation  are  practically  a  promise  to  pay.  I  do  not  think 
there  is  any  particular  security  behind  them  except  the  preferred 
shares  of  the  Steel  Corporation  itself.  The  stock  of  the  Tennessee 
Coal  &  Iron  Co.  represented  the  total  equity  in  the  property  of  the 
Tennessee  Coal  &  Iron  Co.  over  and  above  its  bonded  indebtedness. 

The  Chairman.  What  property  had  you  there?  What  kind  of 
property?    What  amount  of  ore  was  available  at  that  time? 

Mr.  Gates.  Well,  I  do  not  think  anyone  could  testify  correctly  to- 
'lay  as  to  the  amount  of  ore  owned  by  the  Tennessee  Coal  &  Iron  Co. 
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It  would  take  a  year  to  correctly  measure  up  the  amount  of  ore 
we  had.    We  always  estimated  that  we  had  not  less  than  300,000,000 
tons,  and  we  might  have  500,000,000  to  700,000,000  tons  of  ore  in 
the  Tennessee  Coal  &  Iron  Co.  property. 
The  Chaibman.  Coal  and  iron  ore? 

Mr.  Gates.  No;  1  am  talking  about  iron  ore.  The  coal  acreage 
was  enormous.  Unless  I  saw  a  statement  of  the  Tennessee  Coal  & 
Iron  Co.  I  could  not  give  anything  like  an  approximate  statement 
of  the  coal.  If  you  will  let  me  see  that  statement  I  am  willing  to 
testify  whether  I  think  that  statement  is  fairly  correct. 

The  Chaibman.  I  believe  you  esimated  your  acreage,  the  tonnage 
of  coal,  to  be  something  like  1,400,000,000  tons  of  coal? 

Mr.  Gates.  Well,  ]^.  Chairman,  I  could  so  easily  make  a  mistake 
of  500,000  tons  that  I  should  prefer  to  look  at  the  statement.  I  had 
a  voice  in  drawing  up  that  statement,  and  I  know  I  thought  it  was 
correct  at  the  time  I  assisted  in  drawing  it  up. 

The  Chairman.  How  are  the  coal,  iron  ore,  and  limestone  located 
in  that  company — ^with  reference — I  refer  now  to  the  convenience  in 
assembling  it  or  facility  for  assembling  your  ores.  Were  they  sepa- 
rated by  any  great  distances  or  were  they  close  toother? 

Mr.  Gates.  I  think  that  in  the  Birmingham  district  it  is  possible 
to  assemble  a  ton  of  material  and  make  a  ton  of  pig  iron  cheaper 
than  at  any  other  place  in  the  world. 

The  Chairman.  I  think  Mr.  Schwab  made  the  same  statement 
before  the  Ways  and  Means  Committee.  Have  you  examined  his 
statement  ? 

Mr.  Gates.  Well,  I  do  not  know.  It  would  not  have  any  effect  on 
me.  I  learned  what  I  learned  by  hard  knocks  and  not  from  the  other 
fellow. 

The  Chairman.  I  want  to  call  your  attention  to  this  statement: 
It  has  been  estimated  that  you  could  make  a  ton  of  steel  rails  or 
convert  the  iron  ore  at  $2  or  $3  less  cost  per  ton,  that  with  improved 
machinery  and  a  proper  plant  you  could  convert  a  ton  of  iron  ore 
at  $2  or  $3  a  ton  cheaper.  I  think  Mr.  Schwab  makes  it  $4  a  ton. 
Mr.  Gates.  Do  you  ask  for  an  opinion  or  a  fact? 
The  Chairman.  I  want  both. 

Mr.  Gates.  If  you  ask  for  an  opinion,  I  am  willing  to  give  you  one. 
The  Chairman.  All  right. 

Mr.  Gates.  If  you  ask  for  a  fact,  I  would  like  to  look  at  the  cost 
sheet. 
The  Chairman.  I  want  an  estimate,  that  is  all. 
Mr.  Gates.  A  ton  of  pig  iron,  under  the  most  modern  practice,  in 
what  is  known  as  the  Birmingham  district  can  be  produced  to-day 
for  less  than  $9  a  ton.  There  is  no  other  part  of  the  United  States 
that  I  am  acquainted  with,  however,  where  it  can  be  produced  at  less 
than  $11  a  ton,  based  on  the  freight  rates  for  assembling  the  raw 
material.  As  an  illustration,  the  freight  rate  on  dolomite,  which  is 
used  for  the  flux,  is  perhaps  12^  cents  a  ton,  in  some  cases  possibly 
15  cents  a  ton,  freight  to  the  furnace.  The  freight  on  the  coke  in 
some  instances  is  nothing;  the  coke  is  made  at  tne  furnaces.  The 
freight  on  the  ore  varies,  I  think,  from  10  cents  a  ton  to  about  a 
maximum  of  26  cents  a  ton  on  anything  directly  in  the  Birmingham 
district.  When  you  get  out  of  the  Birmingham  district  and  get  to 
use  a  richer  brown  ore,  the  freight  rate  runs  up  to  35  cents  and  40 
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cents  and,  I  think,  50  cents  a  ton,  but  in  the  dose  proximity  of  Bir- 
mingham you  can  assemble  the  material  and  make  a  ton  of  pig  iron 
cheaper,  in  my  opinion,  than  anywhere  in  the  world. 

The  Chairman.  This  company  seems  to  show  some  improvement 
in  its  property  by  the  character  of  betterments  made  in  the  years 
1906  and  1907,  beiore  its  absorption  by  the  United  States  Steel  Cor- 
poration. Do  you  remember  what  improvements  were  made  (»  that 
property  at  that  time  ? 

Mr.  Gates.  We  spent  monej  as  fast  as  we  could  and  do  it  intelli- 
gently. I  think  we  spent  dunng  the  time  we  had  the  property  some- 
where between  $6,000,000  and  $8,000,000. 

The  Chairman.  For  what  was  that  money  s^nti 

Mr.  Gates;  Everything  you  can  think  of  to  improve  a  steel  plant 
or  a  blast  furnace  or  a  coke  oven  or  a  coal  mine  or  a  dolomite  quarry. 

The  Chairman.  Now,  what  were  you  doing; — ^getting  any  business 
in  the  way  of  orders  for  converting  this  ore  into  rails,  and  the  like 
of  that? 

Mr.  Gates.  Why,  we  had  just  taken  a  very  large  order  for  rails — 
I  think  160,000  tons  of  rails — from  Mr.  E.  H.  Harriman,  at  $2  per 
ton  advance  over  the  price  of  Bessemer  steel  rails. 

Mr.  Beall.  What  kmd  of  a  rail  were  you  making  ? 

Mr.  Gates.  We  were  making  a  Bessemer  open-hearth  rail.  We 
took  the  contract,  I  think,  for  the  Southern  Pacific  and  the  Union 
Pacific  roads  for  an  open-hearth  rail.  Whether  they  were  actually 
making  the  rails  at  the  time  the  company  was  taken  over  by  the  cor- 
poration I  do  not  remember,  but  we  were  preparing  to  make  the 
open-hearth  rail  and  had  sold  150,000  tons. 

The  Chairman.  What  was  the  reason  for  this  excess  in  the  price 
of  your  rail  over  the  Bessemer  rail? 

Mr.  Gates.  We  thought  it  was  a  better  rail  and  we  convinced  Mr. 
Harriman. 

The  Chairman.  Did  you  get  orders  from  any  other  concern? 

Mr.  Gates.  The  Harriman  order  was  a  large  order,  and  it  would 
take  several  months  to  fill  it.  We  had  some  small  orders,  but  that 
practically  put  us  out  of  the  market. 

Mr.  Beall.  Was  the  United  States  Steel  Corporation  in  a  position 
to  make  that  character  of  rail  at  that  time? 

Mr.  Gates.  They  had  open-hearth  plants  in  the  North,  but  I  do 
not  think  they  had  made  for  the  commercial  market  any  open-hearth 
rails;  they  might  have  made  a  few  trials. 

Mr.  Young.  Had  you  made  any  before  that  time? 

Mr.  Gates.  Yes,  sir. 

Mr.  Young.  To  any  great  extent? 

Mr.  Gates.  Yes;  we  had  made  a  good  many  thousand  tons;  but 
we  were  putting  in  a  new  and  improved  mul  to  make  the  rails 
cheaper ;  they  were  costing  more  than  they  should  have  cost. 

The  Chairman.  Was  there  any  other  concern  in  the  United  States, 
Mr.  Gates,  or  in  America,  that  was  situated  with  reference  to  its  raw 
material — ^the  natural  resources — ^as  favorably  as  the  Tennessee  Coal 
&  Iron  Co.,  with  the  possible  exception  of  the  United  States  Steel 
Corporation,  at  the  time  it  acquired  this  company  ? 

ilr.  Gates.  The  Republic  Iron  &  Steel  Co.  was  as  favorably  situ- 
ated with  their  Birmingham  plant,  but  they  were  only  making  pig 
iron;  but  the  Bepublic  Iron  &  Steel  Co.  can  make  just  as  cheap  steel 
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by  the  expenditure  of  money  as  the  Tennessee  Coal  &  Iron  Co.  was 
making.  Their  situation  is  practically  identical  with  the  Tennessee 
Coal  &  Iron  Co. 

The  Chairman.  The  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  It  has  been  stated  on  rather  high  authority  that 
at  the  time  the  Tennessee  Coal  &  Iron  Co.  was  acquired  there  was  a 
certain  business  finn,  the  name  of  which  is  not  given,  which  would 
undoubtedly  have  faded  in  New  York  if  help  had  not  been  given  it ; 
and  it  is  alleged  that  a  branch  of  this  business  firm  had  among  its 
assets  a  majority  of  the  securities  of  the  Tennessee  Coal  &  Iron  Co., 
and  that  an  application  had  been  made  to  the  United  States  Steel 
Corporation  to  purchase  this  stock,  in  order  to  save  a  financial  insti- 
tution in  the  State  of  New  York  and  avert  a  panic.  '  Do  you  know 
anything  about  such  a  situation  in  New  York  on  election  OAy,  when 
you  landed) 

Mr.  Gates.  My  answer  is  that  in  the  exchange  of  those  securities 
there  was  not  a  dollar  changed  hands. 

^  The  Chairman.  And  no  bank  received  any  additional  assistance  by 
yirtue  of  the  absorption  of  this  concern  ? 

Mr.  Gates.  I  think  not. 

The  Chairman.  Did  any  member  of  the  Tennessee  Coal  &  Iron  Co. 
make  any  application  to  the  United  States  Steel  Corporation  to 
accept  a  comparatively  worthless  property  in  order  to  save  the 
country} 

Mr.  Gates.  I  do  not  think  I  could  answer  that.  I  think  that  ques- 
tion is  a  little  bit  facetious,  if  you  will  excuse  me. 

The  Chairman.  I  want  to  know  who  fiew  that  alleged  signal  of 
distress  from  the  Tennessee  Coal  &  Iron  Co.,  notwithstanding  this 
condition  of  affairs  which  jfou  have  described  ? 

Mr.  Gates.  There  are  a  great  many  underground  wires  in  New 
York.  We  have  a  clearing-house  association.  I  was  told  that  a  cer- 
tain bank  or  trust  company  applied  to  the  clearing-house  association 
for  assistance ;  that  a  committee  was  appointed  by  the  clearing-house 
association  to  examine  their  assets,  and  that  in  the  examination  of 
their  assets  they  discovered  that  several  million  dollars  of  their 
loans  on  collateral  were  on  the  stock  of  the  Tennessee  Coal  &  Iron 
Co.,  and  that  they  reported  back  to  the  committee  that  there  were 
too  many  dollars  loaned  on  Tennessee  Coal  &  Iron  stock.     I  am 

fiving  you  now  what  bankers  have  told  me  and  what  persons  in  this 
eal  have  told  me,  not  what  I  know  of  my  own  personal  knowledge. 
That  as  a  result  of  this  investigation  a  gentleman  was  invited  to 
Mr.  Morgan's  house,  and  Mr.  Morgan  suggested  to  relieve  the  con- 

rstion  that  the  steel  corporation  might  acquire  the  Tennessee  Coal 
Iron  Co.  This  is  hearsav  evidence.  I  do  not  give  it  for  facts,  but 
I  give  it  for  what  others  told  me.  I  was  on  the  water.  That  led  up  to 
the  negotiations  which  were  closed  by  their  acquiring  the  Tennessee 
Coal  &  Iron  Co. 

The  Chairman.  I  has  been  stated  by  a  certain  distinguished  ofii- 
cial  of  this  Government — ^I  will  not  give  my  authority — that  on  the 
4th  of  November,  1907,  Judge  Gary  and  Mr.  Frick  informed  him 
that  as  a  mere  business  transaction  they  did  not  care  to  purchase 
the  stock,  and  under  ordinary  circumstances  they  would  not  consider 
purchasing  the  stock,  because  but  little  benefit  would  come  to  the 
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steel  corporation  from  the  purchase ;  that  they  were  aware  that  the 
purchase  would  be  used  as  a  handle  for  attack  upon  them  on  the 
ground  that  they  were  striving  to  secure  a  monopoly  of  the  business 
and  prevent  competition — ^not  that  this  would  represent  what  could 
be  honestly  said,  out  what  might  be  recklessly  ana  untruthfully  said. 
Do  you  know  or  have  you  heard  by  rumor  or  otherwise  of  any  appeal 
to  the  tender  sensibilities  of  the  purchasers  of  this  concern  to  take 
it  on  account  of  the  conditions  mentioned  in  this  communication  ? 

Mr.  Gates.  I  think  Mr.  Morgan  offered  Mr.  Kessler,  who  was  one 
of  the  men  in  this  syndicate,  $150  a  share  for  the  stock,  conditioned 
upon  the  corporation  ratifying  the  trade. 

The  Chairman.  What  did  you  actually  get  for  your  stock  ? 

Mr.  Gates.  Well,  that  is  a  hypothetical  question.  We  got  119}  per 
cent  of  second-mortgage  steel  Donds  that  are  now  worth  108,  worth 
then  80  and  85. 

The  Chairman.  What  were  the  second-mortgage  bonds  worth  at 
the  time  you  were  offered  $160  for  your  stock? 

Mr.  Gates.  I  was  never  offered  $160  for  my  stock. 

The  Chairman.  At  the  time  the  offer  was  made  ? 

Mr.  Gates.  Mr.  Kessler  told  me  that  Mr.  Morgan  said  he  would 
give  $150,  if  his  colleagues  would  agree  to  it,  in  the  Steel  Corpora- 
tion.   They  did  not  agree  to  it  at  that  time. 

Mr.  Beall.  Just  for  Mr.  Kessler's  stock  or  the  stock  of  the 
syndicate? 

Mr.  Gates.  The  entire  syndicate's  stock.  Mr.  Kessler  had  a  large 
block  of  stock,  and  when  this  syndicate  went  to  acquire  it  they  dis- 
covered that  Kessler  was  a  factor  in  the  Tennessee  Coal  &  Iron  situa- 
tion, and  so  they  took  him  in.  I  do  not  know  this  to  be  true.  I  am 
giving  you  my  authority.    Kessler  made  that  statement. 

The  Chairman.  In  your  opinion,  Mr.  Gates,  what  per  cent  of  the 
actual  value  of  the  Tennessee  Coal  &  Iron  Co.  did  the  Tennessee  Coal 
&  Iron  Co.  receive  at  the  time  of  this  sale  under  the  conditions  you 
have  mentioned  ? 

Mr.  Gates.  That  is  purely  a  matter  of  opinion,  and  I  would  hardly 
care  to  reply  to  it  directlv.  If  they  sold  their  bonds — the  bonds  went 
as  low  as  78 — if  thev  sola  their  bonds  at  78  they  got  less  than  par.  If 
they  held  them  until  they  got  106  or  108,  they  got  120  or  125  for  their 
stock.  I  think  my  stock  cost  me  in  the  neighborhood  of  105.  I  took 
the  original  amount  of  18,000  shares  at  about  108  or  112,  and  then  we 
put  in  effect  several  million  dollars  of  the  stock  on  which  we  declared 
a  4per  cent  dividend. 

Tne  Chairman.  I  was  ref erring  to  a  reported  interview  which  ap- 
peared in  the  hearings  before  the  Senate  committee,  in  which  you  are 
reported  as  saying: 

As  to  the  purchase  of  the  Tennessee  Coal,  Iron  &  Railroad  Go.  by  the  United 
States  Steel  Corporation,  the  steel  men  got  the  best  property  in  the  country,  and 
at  a  bargain  price.  I  regard  it  as  a  sacrifice  of  stock  worth  a  great  deal  more 
than  the  purchase  price.  I  did  not  want  to  sell  my  stock,  but  had  to  follow  the 
crowd.  Had  Tennessee  stock  been  thrown  on  the  market,  I  would  have  been 
better  off,  as  I  could  have  increased  my  holdings  at  a  low  price.  The  iron  ore 
and  coal  deposits  of  the  Tennessee  Co.  are  worth  many  times  more  tlian  the 
entire  cost  of  the  property  to  the  Steel  Corporation. 

Mr.  Gates.  That  I  would  be  willing  to  make  an  affidavit  to  to-day, 
in  my  opihion ;  it  is  purely  an  opinion. 
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The  Chaibman.  It  has  been  stated  on  veiy  high  authority,  Mr. 
Gates,  and  this  statement  was  made  by  an  official  of  this  Government 
to  another  official;  they  are  referring  now  to  Mr.  Gary  and  to  Mr. 
Frick 

They  further  inform  me  that  as  a  matter  of  fact  the  policy  of  the 
company  has  been  to  decline  to  acquire  more  than  60  per  cent  of  the 
steel  properties,  and  that  this  purpose  has  been  persevered  in  for 
several  years  past,  with  the  object  of  preventing  these  accusations, 
and,  as  a  matter  of  fact,  their  proportion  of  steel  properties  has 
slightly  decreased,  so  that  it  is  below  this  60  per  cent ;  the  acquisition 
of  the  property  in  question  will  not  raise  it  above  60  per  cent  f 

Mr.  Jones.  At  what  time  was  that  statement  made? 

The  Chairman.  November  4,  three  or  four  days  before  the  election. 
Prior  to  the  time  your  properties  were  actually  sold  were  any  efforts 
made  other  than  those  you  have  mentioned  by  the  United  States  Steel 
Corporation  to  acquire  this  property? 

Mr,  Gates.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  whether  it  has  been  the  desire  or  pur- 
pose of  the  corporation  to  get  hold  of  this  property,  if  an  opportune 
occasion  ever  offered,  for  several  years  prior  to  that  time? 

Mr.  Gates.  That  is  hardly  a  fair  question.  I  can  not  tell  what  was  in 
the  minds  of  the  corporation. 

The  Chairman.  I  am  asking  for  an  opinion  as  to  what  efforts  had 
been  made  to  purchase  this  property  of  which  you  are  aware,  or  prop- 
ositions like  the  proposition  you  spoke  of,  $150  for  the  stock,  if  a 
proposition  had  oeen  made.  A  farmer  knows  whether  some  one 
wants  to  buy  his  horse  by  the  way  people  talk  to  him,  and  I  presume 
it  would  be  the  same  wav  with  a  property  of  this  kind,  that  if  you 
wanted  to  get  hold  of  it  there  would  be  somebody  actively  at  work. 

Mr.  Gates.  They  had  a  large  brokerage  house,  in  which  some  of  the 
prominent  members  of  the  corporation  do  a  great  deal  of  business, 
approach  my  son  probably  a  year  before,  and  he  said  he  could  handle 
the  property  at  a  satisfactory  price  if  we  gave  him  an  option.  In 
that  talk  he  intimated  it  was  for  the  corporation,  but  I  do  not  know 
whether  it  was  or  was  not. 

The  Chairman.  This  statement  is  further  made  as  to  these  gentle- 
men, Mr,  Frick  and  Judge  Gary,  made  by  one  official  of  the  Govern- 
ment to  another: 

But  they  feel  that  it  is  immensely  to  their  interest,  as  to  the  interest  of  every 
responsible  business  man,  to  try  to  prevent  a  panic  and  general  industrial 
smash  up  at  this  time,  and  that  they  are  willing  to  go  into  this  transaction^ 
whidi  they  would  not  otherwise  go  into,  because  it  seems  the  opinion  of  those 
best  fitted  to  express  judgment  in  New  York  that  it  will  be  an  important  factor 
In  preventing  a  break  that  might  be  ruinous,  and  that  this  has  been  urged  upon 
them  by  the  combination  of  the  most  responsible  bankers  in  New  York  who 
are  now  thus  engaged  in  endeavoring  to  save  the  situation. 

Did  this  combination  of  bankers,  of  which  Mr.  Morgan  is  the 
renuted  head,  lose  greatly  by  that  panic  ? 

Mr.  Jones.  That  is  again  asking  for  Mr.  Gates's  opinion. 

The  Chairman.  Mr.  Gates  has  an  opinion  about  that,  for  they 
allege  here  that  these  bankers  took  over  this  property  to  save  the 
situation  at  a  great  sacrifice;  that  they  saved  properties  worth  several 
millions  of  dollars,  perhaps  $100,000,000  to  tnose  people.  I  thought 
he  would  know  something  of  the  loss  they  made  by  virtue  of  this 
patriotic  effort  to  save  the  situation,  but  I  want  to  Icnow  the  whole 
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truth  both  in  favor  of  the  steel  corporation  and  against  it,  and  both 
in  favor  of  the  bankers  and  against  them  ? 

Mr.  Gates.  I  never  heard  any  rumor  about  the  danger  of  Mr. 
Morgan  making  an  assignment.  I  do  not  know  whether  he  made 
money  or  lost  it. 

The  Chairman.  Did  the  sale  of  this  concern  have  any  effect — 
could  it  have  any  effect — ^upon  the  stress  at  that  time  other  than  the 
stress  iipon  one  or  two  individuals  in  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gates.  There  was  not  a  dollar  changed  hands;  it  was  simply 
a  shifting  of  securities^  a  shifting  of  collaterals. 

Mr.  Bartlett.  It  did  not  add  a  dollar  to  the  circulation  in  New 
York? 

Mr.  Gates.  It  did  not  or  detract  a  dollar  from  the  situation. 

The  Chahiman.  I  believe  Mr.  Schlev.  who  makes  a  statement  in 
the  Senate  report,  is  sick  now  and  not  able  to  be  here? 

Mr.  Gates.  Yes,  sir.  ' 

The  Chairman.  As  I  gather  from  the  published  report  of  Mr. 
Schley,  he  stated  that  this  was  a  forced  sale;  that  he  was  squeezed 
on  the  street.  To  what  extent  was  this  sale  forced,  and  if  you  know 
anything  about  who  did  the  forcing  I  wish  you  would  let  me  know. 

Mr.  Jones.  I  think  Mr.  Gates  has  answerea  that  question. 

The  Chairman.  I  did  not  catch  it. 

Mr.  Bartlett.  Mr.  Chairman,  with  all  kindness,  these  lawyers  had 
better  read  the  rule  we  have  with  reference  to  counsel. 

Mr.  Jones.  I  did  not  know  what  privileges,  if  any,  were  extended 
to  counsel.  I  have  not  any  disposition  whatever  to  cause. Mr.  Gates 
to  withhold  any  information.  It  is  only  that  I  thought  I  might 
expedite  this  investigation  by  keeping  out,  if  possible,  immaterial 
testimony. 

The  Chairman.  There  is  a  rule  of  the  committee,  under  which  it 
operates,  that  in  case  any  objection  is  made  to  a  witness  answering, 
oi  course  you  can  state  your  objection,  and  then  if  you  want  to  give 
any  reasons  why  he  should  not  answer,  they  should  be  given  in 
writing. 

Mr.  Young.  When  was  that  rule  adopted  ?  I  have  not  heard  any- 
thing about  it. 

Mr.  Bartlett.  At  the  first  meeting  of  the  committee. 

The  Chairman.  But  I  shall  not  insist  upon  an  answer  further 
than  the  witness  cares  to  go  in  this  case;  not  that  I  have  not  the 
right  to  do  it,  but  I  do  not  care  in  this  to  exercise  that  ri^ht. 
Usually,  I  would  under  ordinary  circumstances.  But  I  am  asking 
you  now  about  the  published  statements  of  Mr.  Schley  in  which  he 
discusses  this  question  at  length.  I  believe  you  have  read  his  state- 
ment ? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  He  gives  a  history  of  his  trials  and  tribulations 
in  an  effort  to  secure  money  in  New  York,  and  he  states  that  there 
were  certain  influences  that  prevented  his  getting  this  money  on 
what  were  cood  and  tangible  securities,  and  that  these  influences 
were  exerted  for  the  purpose  of  forcing  him  to  throw  the  securities 
of  the  Tennessee  Coal  &  Iron  Co.  on  the  market. 

Mr.  Gates.  I  regarded  it  as  a  forced  sale.  I  had  no  accounts 
myself  with  Moore  &  Schley's  oflSce.  He  was  not  borrowing  any 
money  for  me  on  any  securities  that  he  was  holding  as  agent  for  me ; 
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I  had  no  account  with  him.  I  had  taken  up  my  securities  at  the 
time  the  transaction  took  place. 

The  Chairman.  What  influences,  what  financial  power  was  it^  that 
forced  this  sale  or  that  necessitated  it  t    I  will  not  say  ^  forced  it." 

Mr.  Gai^bs.  I  do  not  know  the  facts,  but  my  surmise  would  be  tiiat 
the  finding  of  a  large  amount  of  Tennessee  Goal  &  Iron  as  collateral 
in  one  of  Sie  banks  or  trust  companies. 

The  Chairman.  Did  Mr.  Morgan  have  i^ny  decided  influence  over 
the  attitude  of  this  bank  imd  trust  company  toward  the  Tennessee 
Coal  &  Iron  Co.  stock ! 

Mr.  Gates.  I  do  not  know.  It  is  pretty  hard  to  tell  where  a  man's 
influence  starts  or  ends  on  Wall  Street. 

Mr.  McGnxicuDDT.  At  the  time  this  deal  was  consummated^  in 
November,  1907,  wherebj  the  stock  of  the  Tennessee  Coal  &  Iron 
Works  was  transferred  m  exchange  for  the  steel  seconds,  what,  in 
your  opinion,  was  the  total  value  of  the  property  of  the  Tennessee 
Coal  &  Iron  Works? 

Mr.  Gates.  I  think  I  started  that  that  was  problematical. 

Mr.  McGiixicuDDY.  I  want  your  opinion  on  it. 

Mr.  Gates.  My  opinion  is  that  it  was  bought  at  a  bargain  sale;  it 
was  a  forced  sale  on  the  part  of  the  owners  of  the  Tennessee. 

Mr.  McGnJiicuDDY.  Would  you  give  us  your  opinion  as  to  its  total 
value,  approximately? 

Mr.  Gates.  That  is  a  very  hard  proposition  to  answer.  In  the  first 
place,  to  get  an  accurate  proposition  you  would  have  to  measure  their 
coal  and  measure  their  iron  ore. 

Mr.  McGnxicuDDY.  I  do  not  mean  to  be  accurate,  but  your  general 
opinion  about  it. 

Mr.  Gates.  At  the  time  Kessler  reported  to  me  an  off^r  of  $150  from 
Morgan  I  will  say  I  did  not  think  that  was  enough  for  the  property. 

Mr.  McGiLLicuDDY.  What  did  you  think  was  a  fair  value! 

Mr.  Gates.  It  is  a  good  deal  like  a  man  buys  a  horse  to  keep.  I 
did  not  want  to  sell  mine. 

Mr.  McGellicuddy.  Can  you  not  give  us  your  opinion  as  to  what 
its  fair  market  value  would  be? 

Mr.  Gates.  No;  becaruse  I  might  be  very  widely  wrong.  To  give 
you  an  idea,  the  Tennessee  Coal  &  Iron  own  what  is  known  as  Red 
Mountain,  which  has  an  immense  body  of  ore,  with  tunnels  and 
shafts  going  into  it,  but  not  through  it.  If  that  ore  should  pinch  out, 
if  the  drills  would  show  that  the  ore  did  not  go  greater  than  a  cer- 
tain depth,  I  might  be  mistaken.  You  are  asUng  me  to  five  you  im 
approximate  idea  when  it  is  almost  impossible  to  form  tnat  without 
complete  drill  statistics. 

Mr.  McGHiiicuDDY.  So  far  as  the  property  was  disclosed  at  that 
time,  it  must  have  had,  in  your  mind,  some  value? 

Mr.  Gates.  The  answer  is,  I  was  willing  to  pay  one  hundred  and 
eight  or  nine  or  ten  dollars  a  share  for  it  long  before  this,  and  was 
not  willing  to  take  one  hundred  and  fifty. 

Mr.  McGliLLicxJDDY.  What  would  you  have  been  willing  to  take  at 
that  time? 

Mr.  Gates.  I  did  not  want  to  set  a  price  on  mine. 

Mr.  YotJNG.  Mr.  Gates,  how  many  shares  of  stock  were  there  in 
the  Tennessee  Coal  &  Iron  Co.  ? 
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Mr.  OtAtEa.  There  were  between  20,000  and  80,000 ;  I  can  not  tell 
you  the  exact  figures— I  should  say  200,000  or  300,000,  making 
$20,000,000  or  $30,000,000. 

Mr.  YouKG.  The  par  value  of  the  stock  was  $100  a  share  ? 

Mr.  Gates.  Yes,  sir. 

Mr.  YouKQ.  What  properties  did  it  own? 

Mr.  Gates.  That  would  be  a  hard  question  to  answer  without 
having  maps. 

Mr.  Jones.  Have  you  the  report  here  of  1906  and  1907  ? 

Mr.  Bartlett.  Yes. 

Mr.  Jones.  Thai  states  it. 

Mr.  Young.  They  consisted  of  iron-ore  properties  ? 

Mr.  Gates.  Iron  ore,  dolomite,  coarl,  coke,  coke  ovens,  blast  fur- 
naces, limestone  <pwurriesy  rolling  mills,  and  ao  forth. 

Mr.  Young.  Did  it  own  any  railroads? 

Mr.  Gates,  Yes;  they  were  interested  in  a  railroad. 

Mr.  Young.  What  road  was  that  ? 

Mr.  Gates.  The  Birmingham  Southern,  I  think. 

Mr.  Young.  Where  did  it  run  ? 

Mr.  Gates.  From  Birmingham  to  the  mines  and  the  steel  plants, 
and  perhaps  to  some  of  the  coke  operations. 

Mr.  Young.  About  what  length  of  road,  altogether? 

Mr.  Gates.  I  think  less  than  30  miles — the  main  line.  Mr.  Jones 
tells  me  a  total  of  nearly  100  miles. 

Mr.  Young.  The  road  was  built  for  the  purpose  of  handling  the 
raw  material,  the  product  of  the  Tennessee  Coal  &  Iron  Co.? 

Mr.  Gates.  Yes,  sir. 

Mr.  Young.  Mainly? 

Mr.  Gates.  Yes,  sir. 

Mr.  Young.  It  was  not  a  commercial  road? 

Mr.  Gates.  We  did  commercial  work  for  everybody ;  we  published 
a  tariff,  I  think. 

Mr.  Young.  But  the  main  business 

Mr.  Gates.  Our  main  business  was  the  business  of  the  Tennessee 
Coal  &  Iron  Co. 

Mr.  Young.  I  understood  you  to  say  that  this  was  a  forced  sale? 

Mr.  Gates.  I  regarded  it  as  a  forced  sale.  I  did  not  have  to  sell 
my  stock.  Under  the  argument,  as  I  recollect  it,  in  which  we  ap- 
pointed originally  Schley  and  Guthrie,  and  later  Schley  and  Hanna, 
they  had  a  right  to  dispose  of  the  stock  if  at  a  profit,  but  they  had 
no  right  to  dispose  of  tne  stock  at  a  loss. 

Mr.  Young.  Was  it  sold  at  a  loss? 

Mr.  Gates.  Considering  the  monev  and  the  time  we  spent  in  it,  I 
think  we  lost  money.  I  did  a  great  aeal  of  work  in  it,  without  money 
and  without  price,  and  all  the  rest  of  them  did. 

Mr.  Young.  Did  you  get  as  much  for  it  as  you  paid  for  it? 

Mr.  Gates.  There  you  come  back  to  the  question  of  what  the  sink- 
ing fund  bonds  were  worth. 

Mr.  Young.  Assuming  they  were  worth  what  they  sold  for  in  the 
market  at  the  time? 

Mr.  Gates.  We  lost  money. 

Mr.  Young.  About  how  much  per  share? 

Mr.  Gates.  I  would  say  $10  or  $15  a  share  at  that  time.  I  think 
the  bonds  sold  down  to  78. 
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Mr.  YoiTNG.  When  the  panic  had  eased  up,  I  suppose  these  bonds, 
like  other  securities,  went  up? 

Mr.  Gates.  Yes,  sir. 

Mr.  YouNO.  And  it  was  true  also,  was  it  not,  that  during  the  panic 
the  stock  of  the  Tennessee  Coal  &  Iron  Co.  greatly  depreciated  be- 
cause of  the  situation? 

Mr.  Gates.  Well,  I  think  the  stock  of  the  Tennessee  Coal  &  Iron 
Co.,  if  it  had  not  been  unduly  depressed,  would  not  have  gone  down 
much,  because  it  was  held  by  a  syndicate  of  men  who  I  thought,  and 
we  all  thought,  could  go  through  any  panic  and  carry  their  securities. 

Mr.  Young.  Unless  you  were  mistaken  about  that,  why  did  they 
not  carry  it  through  instead  of  selling  it  at  a  loss? 

Mr.  Gates.  They  discovered  a  lot  of  it  up  as  collateral  in  a  bank 
or  trust  company. 

Mr.  Young.  What  bank  was  it  ?  I  forget  the  name ;  it  is  a  matter 
of  public  knowledge. 

Mr.  Gates.  The  Trust  Co.  of  America.  Mr.  Thorne  was  one  of 
the  syndicate.  The  bank  is  solvent,  strong,  and  the  stock  selling  at 
$300  or  $400  a  share. 

Mr.  Young.  But  you  say  this  bank  had  made  application  to  the 
clearing  house  for  help? 

Mr.  Gates.  There  was  a  run  on  them  then  by  the  brokers. 

Mr.  Young.  They  needed  ready  money  ? 

Mr.  Gates.  They  needed  $10,000,000  of  ready  money,  and  they 
asked  the  clearing-house  banks  for  the  money,  so  the  president  of  the 
trust  company  told  me.    I  was  a  shareholder. 

Mr.  Young.  Do  you  know  whether  they  got  the  money  ? 

Mr.  Gates.  Yes,  sir ;  they  got  it. 

Mr.  Young.  And  do  you  mow  from  whom  they  got  it? 

Mr.  Gates.  I  think  the  syndicate  was  made  up  in  Morgan's  office. 
At  least,  I  was  in  the  bank,  and  I  heard  Mr.  Thorne,  the  president, 
talking  over  the  phone.  I  do  not  know  it  from  personal  knowledge, 
but  when  he  shut  off  the  phone  he  turned  to  me — ^he  is  a  friend  of 
mine — and  said :  "  That  was  George  Perkins  I  was  talking  to." 

Mr.  Young.  And  then  do  I  understand  the  situation  to  be  this, 
that  Mr.  Morgan  was  willing  to  come  to  the  relief  of  this  bank  pro- 
vided he  could  set  this  stock  ? 

Mr.  Gates.  !Not  of  my  personal  knowledge. 

Mr.  Young.  You  had  no  knowledge  on  the  subject? 

Mr.  Gates.  No  ;  nothing  definite. 

Mr.  Young.  As  to  this  offer  made  to  Mr.  Kessler,  if  I  understood 
vou  correctly,  the  statement  was  made  that  Mr.  Morgan  had  said  to 
olkfr.  Kessler  that  if  his  associates  would  agree  to  it  he  would  take 
the  control  of  the  stock  of  the  Tennessee  Coal  &  Iron  Co.  at  $150  a 
share? 

Mr.  Gates.  I  had  best  state  the  way  this  came  about.  Mr.  Kessler, 
knowing  that  I  had  originally  18,000  shares  in  the  syndicate  and  that 
I  had  put  up  my  percentage  of  assessments  for  doing  new  work, 
which  brought  my  total  of  securities  up  to  twenty-(3d  thousand 
shares — twenty-two  or  twenty-three  or  twenty-four,  I  do  not  remem- 
ber— came  and  asked  me  if  I  would  agree  to  a  trade  on  that  basis 
with  Morgan,  and  I  told  him  no. 

Mr.  Young.  Then  did  he  state  to  you  how  he  came  to  ask  you  that 
question  ? 
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Mr.  Gates.  He  told  mc  he  had  been  down  taUring  with  Morgan. 

Mr.  Young.  Was  my  understanding  correct  of  your  first  state- 
ment, that  Mr.  Morgan  said  that  if  his  associates  would  agree  that 
he  would 

Mr.  Gates.  My  understandinff  wtis  that  Mr.  Morgan  said  it  would 
have  to  be  ratified  by  Gary  and  Frick — ^that  is,  they  would  have  to 
agree  to  it — or  there  would  be  no  trade. 

Mr.  Young.  But  nothing  came  of  this^  at  all  events? 

Mr.  Gates.  I  do  not  know  whether  ICessler  went  to  every  member 
of  the  syndicate  or  not,  but  he  came  to  me  with  the  proposition,  and  I 
turned  it  down. 

Mr.  Young.  And,  so  far  as  you  know,  that  was  the  end  of  it? 

Mr,  Gates.  As  far  as  I  know  there  was  nothing  came  of  it. 

Mr.  Young.  What  was  the  Tennessee  Coal  &  Iron  stock  quoted  at 
in  the  market  at  the  t/me  this  offer  or  proposition  was  being  con- 
sidered ? 

Mr.  Gates.  The  Morgan  proposition  ? 

Mr.  Young.  Yes. 

Mr.  Gates.  I  think  it  was  quoted  about  $150  to  $160. 

Mr.  Young.  What  was  it  quoted  for  in  the  market  at  the  time  you 
actually  sold  it — during  the  panic? 

Mr.  Gates.  My  impression  is  somewhere  from  $120  to  $140. 

Mr.  Young.  And  in  a  panic  the  quotations  on  stock  are  very 
largely  nominal,  are  they  not  ?  Often,  under  certain  circumstances, 
you  could  not  get  the  stock  for  certain  quotations  and  under  other 
circumstances  you  could  not  get  anything  like  the  quotations  for  the 
stock  ? 

Mr.  Gates.  I  think  this  would  be  a  fair  statement,  to  say  that  the 
day  before  Gary  and  Frick  came  down  to  see  Roosevelt,  if  a  man  had 

fone  in  the  market  and  tried  to  buj^  2,500  shares  or  stock  of  the 
'ennessee  Coal  &  Iron  he  would  have  probably  had  to  pay  $160  a 
share,  average.  On  the  other  hand,  it  he  had  tried  to  sell  2,500 
shares  of  the  Tennessee  Coal  &  Iron  he  might  have  been  obliged  to 
sell  it  at  $110  or  $115,  average.  It  was  a  sort  of  a  nominal  market. 
There  was  probably  no  floatmg  stock,  it  was  so  closely  held  by  the 
people  who  had  bought  it  for  an  investment.  There  was  practically 
no  stock  in  the  hands  of  brokers. 

Mr.  Young.  On  the  other  hand,  there  was  no  money  with  which 
to  make  new  investments  available  in  New  York  during  the  panic, 
was  there,  at  that  time? 

Mr.  Gates.  It  was  pretty  hard  to  get. 

Mr.  Young.  I  did  not  quite  understand  your  statement  that  you 
received  119}  per  cent  in  the  Steel  Co.  bonds  for  your  stock. 

Mr.  Gates.  Calling  each  security  par — Tennessee  Coal  &  Iron  par 
and  bonds  par — I  received  about  119| — 119  and  a  fraction. 

Mr.  Young.  But  you  got  a  trifle  less  than  $120  for  a  $100 

Mr.  Gates.  You  are  getting  mixed  up  on  that,  I  think.  The  bonds 
were  selling  round  $80. 

Mr.  Young.  Yes. 

Mr.  Gates.  At  the  time  of  the  transfer.  If  you  got  120  per  cent 
of  bonds  at  $80,  you  would  be  getting  $96  for  your  stock.  They  did 
sell  down  to  $78 ;  they  have  sola  up  as  high,  I  think,  as  $108. 

Mr.  Young.  That  is,  you  got  $96  in  oonds  for  a  share  of  stock 
worth  $100  par,  do  you  mean  i 
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Mr.  Oaixs.  I  can  not  put  it  any  plainer  to  you.  The  quotations 
on  the  bonds  at  the  day  i  turned  my  stock  in  and  got  bonds,  I  think, 
were  $80.  I  got  approximately  120  per  centr—between  119  und  120 
per  cent    Therefore,  if  I  got  120  per  cent,  I  would  have  got  a 

Eroperty  I  could  have  sold  for  $96  a  share.    You  see  the  idea — ^the 
onds  were  so  much  below  par. 

Mr.  YouKO.  In  other  words,  you  got  $96  in  market  value  of  the 
bonds  for  a  share  of  stock  ? 

Mr.  Oatbs.  That  is  right. 

Mr.  Young.  You  stated  that,  in  your  opinion,  pig  iron  could  be 
made  at  Birmingham  at  $9;  does  that  relate  to  this  time  or  the  time 
when  this  transaction  took  place,  when  the  property  was  sold  ? 

Mr.  Gates.  We  are  making  it  for  that  to-day. 
.  Mr.  YouNO.  What? 

Mr.  Gates.  The  Bepublic. 

Mr.  Young.  What  were  you  making  it  for  at  that  time,  when  the 
sale  took  place  t 

Mr.  Gates.  If  you  will  let  me  refer  to  the  cost  sheets  of  that  date, 
I  can  tell  you  exactly.  I  happen  to  have  the  last  month's  cost  sheet 
of  the  Republic  at  Binningham  in  my  mind,  because  I  just  passed  on 
it:  but  I  have  not  the  cost  sheets  of  the  Tennessee  Coal  &  Iron  Co. 
of  three  years  ago. 

Mr.  Young.  Do  you  know  whether  it  was  less  or  greater  than  it  is 
now! 

Mr.  Gates.  I  do  not. 

Mr.  Young.  What  did  the  pre  you  were  using  run  in  metallic  iron  ? 

Mr.  Gates.  It  varied  between  35  and  44  per  cent. 

Mr.  Young.  But  about  the  average? 

Mr.  Gates.  If  you  were  using  Bed  Mountain  ore,  which. was  the 
large  body  owned  by  the  Tennessee  Coal  &  Iron  Co.,  I  would  say  the 
average  would  be  88  or  89.  If  you  were  using  a  brown  ore,  it  might 
mn  up  to  44  or  48i 

Mr.  Young.  Where  did  the  brown  ore  come  from? 

Mr.  Gates.  All  over  the  South.  It  is  a  very  pockety  proposition. 
You  may  dig  down  over  in  that  corner  and  you  may  find  5,000  tons 
of  brown  ore,  and  over  in  this  comer  not  a  particle.  It  is  what  is 
called  a  pockety  ore. 

Mr.  Young.  Was  the  cost  in  assembling  this  higher  grade  brown 
ore  greater  per  ton  than  of  assembling  the  Red  Mountain  ore? 

1&.  Gates.  Yes,  sir ;  because  it  lay  in  more  scattered  districts. 

Mr.  Young.  Was  the  cost  of  mining  greater  on  account  of  its  being 
scattered  ? 

Mr.  Gatss.  That  is  hypothetical.  If  you  strike  a  pocket  with 
IOjOOO  tons  of  brown  ore,  you  can  take  it  out  very  cheaply.  If  you 
only  had  100  tons,  it  would  cost  you  a  lot  of  money.  But  the  Red 
Mountain  ore  is  a  steady  mining  proposition.  You  can  figure  about 
what  your  cost  will  be. 

Mr.  Young.  In  practice,  how  much  iron  ore  did  it  take  in  the  fur- 
nace to  make  a  ton  of  pig  iron? 

Mr.  Gates.  It  depends  entirely  on  what  kind  of  a  charge  you  would 
put  in  yom:  furnace. 

Mr.  I OUNG.  On  the  average — ^I  suppose  you  figured  on  that  regu- 
larly ? 

M985— No.  1—11 2 


18  UNITE!)  6XATE8  STEEL  OOBFOEATION. 

Mr.  Qatbs.  We  tried  to  get  a  charge  so  that  2^  tons  of  ore  would 
make  a  ton  of  iron^  but  we  did  not  always  do  it.  Soisetimee  it 
would  more  than  do  it ;  sometimes  it  would  not  be  enough. 

Mr.  YouNO.  About  2^,  on  the  aven^. 

Air.  Gates.  Approximately  that,  I  think. 

Mr.  YouNO.  What  is  the  character  of  the  coal  that  you  hare  there  t 

Mr.  Gates.  We  have  got  all  kinds  of  coal — ^the  same  as  all  .Mnds 
of  ore.  The  best  coal  down  there  is  what  is  known  as  the  Pratt 
seam. 

Mr.  Young.  Is  that  a  hi£;h-grade  coke  coal? 

Mr.  Gates.  Thas  is  a  him-grade  coke  coal,  the  best  in  the  South.  ' 

Mr.  Young.  Is  it  as  good  as  the  northern  coking  coal-^the  Pennsyl- 
vania coal? 

Mr.  Gates.  I  would  think  not  quite.  But  still  it  answers  the  pur- 
pose, and  b^  a  treatment  it  is  just  as  good.  If  you  wash  tiiie  sulphur 
out  of  it,  it  is  just  as  good  ad  Connellsville. 

Mr.  Young.  How  does  this  ore  run  in  phosphorus  there  at  Bir- 
mingham? 

Im*.  Gates.  It  is  all  a  non-Bessemer  ore.  There  is  no  BessoancSr 
ore  in  the  South  that  I  know  of. 

Mr.  Young.  The  ereat  advantage  of  Birmingham  is  in  the  close 
vicinity  of  the  coal,  me  ore^  and  the  limestone,  is  it  not? 

Mr.  Gates.  There  is  a  slight  freight  rate  for  assembling  the  mate- 
rial at  one  given  point. 

Mr.  Young.  The  iron  ores  in  the  Lake  Superior  region  run  consid- 
erably higher  in  iron,  do  they  not — those  that  are  used  commercially  ? 

Mr.  Gates.  They  usually  do.  I  think  this  year  the  scale  is  51^ 
metallic  iron,  or  51. 

Mr.  Young.  Many  of  them  run  to  56,  do  they  not  ? 

Mr.  Gates.  Yes;  and  many  of  them  to  46. 

Mr.  Young.  Not  a  verjr  large  proportion  that  is  being  now  used  ? 

Mr.  Gates.  They  treat  it.  We  are  mining  ore  in  Canada  that  lies, 
in  its  natural  state,  40,  and  we  sweeten  it  up  and  ship  it,  54  or  55; 
but  we  have  to  sort  it. 

Mr.  Young.  Is  the  Tennefisee  Coal  &  Iron  Co.  a  holding  ccMnpany  ? 

Mr.  Gates.  They  own  their  own  properties. 

Mr.  Young.  It  has  no  subsidiary  corporations  ? 

Mr.  Gates.  I  think  it  has  a  few. 

Mr.  Jones.  The  Birmingham  Southern  Railroad  is  one. 

Mr.  Young.  Are  there  any  subsidiary  companies  that  own  coal 
or  iron-ore  lands  ? 

Mr.  Gates.  There  may  be  some  in  which  we  own  an  undivided 
interest,  or  a  three-fourths  interest,  or  a  one-fourth  interest.  I  can 
not  tell  you  without  going  through  thi&  Take  the  Potter  Ore  Co.,  of 
which  the  Republic  and  ourselves  jointly  guaranteed  a  bond  issue. 
That  is  a  s^arate  company,  but  it  is  operated  for  the  benefit  of  the 
Tennessee  Coal  &  Iron  and  the  Republic  Iron  &  Steel,  and  both  are 
joint  guarantors  on  the  bonds. 

Mr.  Young.  Do  you  know  what  proportion  of  the  stock  of  the 
Tennessee  Coal  &  Iron  is  now  owned  oy  the  United  States  Steel  Cor- 
poration ? 

Mr.  Gates.  Practically  all  of  it,  I  think. 

Mr.  Young.  Only  a  few  outstanding  shares? 
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Mr.  Gates.  There  might  be  a  few  shares  of  preferred  outstanding; 
I  think  probably  there  are.  There  are  usually  a  few  people  who 
try  to  get  a  fancy  price  for  their  last  few  shares. 

Mr.  Young.  You  are  now  operating  tiie  Bepublic  Iron  &  Steel  Go. 
in  the  Birmingham  region  ? 

Mr.  Gates.  We  have  three  furnaces  down  there  and  1,000  coke 
ovens. 

Mr.  Young.  Are  the  conditions  for  the  manufacture  of  pig  iron 
by  the  Republic  Iron  &  Steel  Co.,  of  Birmingham,  as  good  as  the 
facilities  for  the  manufacture  of  pig  iron  by  the  Tennessee  Coal  & 
Iron  Co.? 

Mr.  Gates.  I  think  they  are  practically  alike. 

Mr.  Young.  Practically,  they  are? 

Mr.  Gates.  I  think  so. 

Mr.  Young.  And  have  you  large  properties  belonging  to  tiie  Re- 
public Iron  &  Steel  Co.  at  Birmingham? 

Mr.  Gates.  We  have  three  furnaces.  I  do  not  know  what  you 
would  look  at  as  large  down  there.  We  have  an  investment  down 
there  of  ten  or  twelve  million  dollars.    You  might  look  at  it  as  small. 

Mr.  Young.  Have  you  any  estimate  of  the  ore  that  you  own — ^the 
number  of  tons  of  ore? 

Mr.  Gates.  I  thoi^ht  you  were  investigating  the  United  Stat^ 
Steel.    Is  the  Republic  on  the  stand  ? 

Mr.  Young.  Oh,  no ;  only  incidentallv. 

Mr.  Gates.  I  do  not  believe  I  would  care  to  answer  that  ques- 
tion. 

Mr.  Young.  Very  well.  I  inferred  from  the  questions  of  the 
chairman  that  perhaps  it  was  believed  that  there  was  no  company 
except  the  Tennessee  Coal  &  Iron  Co.  that  manufactured  any  large 
amount  of  ore  at  this  price.  It  might  have  a  bearing  on  the  ques- 
tion of  monopoly,  as  to  whether  there  were  any  others  that  could 
do  it. 

Mr.  Gates.  I  think  we  are  making  iron  as  cheaply  as  they  are.  I 
think  Woodward  is  doing  it  as  cheaj^y,  and  I  do  not  know  but  Sloss- 
Sheffield ;  I  have  not  seen  their  cost. 

Mr.  Young.  The  conditicms  are  about  the  same  in  all  the  Birming- 
ham properties? 

Mr.  Gates.  I  think  so.  • 

Mr.  Young.  The  Woodward  is  a  very  fine  property,  is  it  not  ? 

Mr.  Gates.  I  have  always  regarded  it  as  such. 

Mr.  Young.  Do  you  know  anything  about  the  extent  of  the  Sloss- 
Sheffield  and  the  Woodward  properties,  in  a  general  way? 

Mr.  Gates.  Yes;  in  a  general  way.  I  look  at  their  statements 
pretty  carefully,  and  the  maps  of  their  iron  ore  and  coal,  and  try  to 
find  out  all  I  can  about  it. 

Mr.  Young.  Do  you  know  about  what  they  are  producing  now  ? 

Mr.  Gates.  Just  now  the  iron  business  has  a  black  eye. 

Mr.  Young.  During  the  last  vear  about  what  was  it  ? 

Mr.  Gates.  The  Sloss-Sheffield  have  about  126,000  tons  of  pig  iron 
piled  up  down  there. 

Mr.  Young.  That  they  can  not  sell  ? 

Mr.  Gates.  They  have  not  sold  it;  at  least,  they  have  that  much 
there.    It  was  132,000  at  the  last  report  we  had. 

Mr.  Young.  How  is  that  with  the  Woodward ;  do  you  know  ? 
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"  Mr.  Gates,  t  can  liot  tell  you.  I  hear  only  of.  the  large  stocks. 
That  is  a  Very  large  stock  for  the  Sloss- Sheffield. 

Mr.  Yqung.  Does  the  Woodward  manufacture  anything  besides 
•jpig  iron  I 

Mr*  Gates.  I  think  not. 

Mr.  Young.  Does  the  Sheffield  ? 

Mr.  Gates.  No;. I  think  their  product  is  pig  iron, 
]    Mr.  Young:  That  is  all.  '  ^ 

\  The  Chairman.  As  I  understand,  going  back  to  this  original  trans- 
action, there  was  a  certain  bank  there  in  New  York — ^the  Trust  Co. 
of  America — that  needed  t^n  millions  of  dollars? 

Mr.  Gates.  Mr.  Thorne  told  me  he  asked  for  ten  million  and  got  it. 

The  Chairman.  They  needed  $10,000,000.  They  had  a  great  num- 
ber of  securities  of  the  Tennessee  Coal  &  Iron  Co. — ^this  bank — ^held 
"as  collateral.  They  consented  to  transfer  that  collateral,  that  stock, 
from  the  Tennessee  Coal  -&  Iron  Co.  to  the  United  States  Steel  Cor- 
poration in  an  exchange  of  stock? 

Mr.  Gates.  You  are  mixed. 
'    The  Chairman.  How  was  that? 

Mr.  Gates.  T  can  only  tell  you  that  Mr.  Thorne,  the  president  of 
the  company — :I  happened  to  be  a  stockholder  at  that  time  in  the 
trust  company — ^told  me  that  he  applied  to  the  clearing  house  for 
ten  millions  of  dollars  and  thtlt  tne  clearing-house  committee  sent 
over  a  committee  to  examine  the  assets  under  nis  loans  and  that  they 
claimed  to  him  that  he  had  too  much  Tennessee  Coal  &  Iron.  Mr. 
Thome  was  in  this  syndicate  that  bought  the  property.  The  trade 
was  made  by  Mr.  L.  C.  Hanna  and  Grant  B.  Schley,  not  by  Mr. 
Thorne  or  by  the  Trust  Co.  of  America. 

The  Chairman.  I  understand. 

Mr.  Gates.  That  stock  was  taken  up  and  supplantv^  by  steel 
second  five's. 

The  Chairman.  I  do  not  think  you  caught  my  question,  Mr.  Gates. 
I  have  gathered — it  was  an  impression  made  upcm  my  mind  rather 
than  a  &ct  that  I  recall  from  your  testimony — ^that  this  ten  millions 
of  dollars  was  needed  by  this  bank. 

Mr.  Gates.  There  was  a  run  on  them. 

The  Chairman.  A  run  on  the  bank  ? 

Mr.  Gates.  There  was  a  line  of  people  a  block  long. 

The  Chairman.  It  could  not  get  the  money  until  there  was  a  trans- 
fer made  of  this  stock  from  one  companv  to  another,  and  then  the 
ten  million  was  forthcoming;  is  that  true? 

Mr.  Gates.  I  would  not  say  that ;  I  do  not  know  about  that.  It 
might  be  the  inference,  but  I  would  not  want  to  testify  to  it,  because 
I  do  not  know  the  facts. 

The  Chairman.  It  is  a  fact  that  they  did  not  get  the  $10,000,000 
before,  and  they  did  get  it  shortly  afterwards,  is  it  not,  Mr.  Gates? 

Mr.  Gates.  The  facts  were  that  the  Trust  Co.  of  America,  I  think, 
paid  out  over  $56,000,000.  The  run  started  on  them  before  I  left 
France,  starting  in  October,  and  it  continued  long  after  they  got 
their  $10,000,0()0.  I  think  it  continued  until  probably  January  be- 
fore it  stopped^December  anyway. 

The  Chairman.  You  were  speaking  of  the  facility  for  assembling 
ores  of  the  Tennessee  Coal  &  Iron  Co.  and  of  getting  an  extra  price 
for  rails.    If  you  had  continued  in  business  there  in  charge  of  that 
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plant  and  had  perfected  your  iiail  plant,  with  your  facilities  for 
assembling  ore  and  with  the  demand  for  open-hearth  rails,  could, 
the  United  States  Steel  Corporation  or  any  other  concern  have  die-; 
tated  the  price  of  rails  to  you  or  to  your  concern? 

Mr.  Gates*  My  opinion  would  be  that  we  would  have  been  in  the; 
saddle^  in  that  territory.  But  where  it  is  a  question  of  rail  trans- 
portation, two  or  three  dollars  a  ton,  we  might  have  been  €U;a  dis- 
advantage. But  in  that  immediate  territory  we  would  have  had  the 
advantage. 

The  Chatbman.  What  is  the  price  of  steel  rails  now;  what  are 
they  quoted  at  ? 

Mr.  Gates.  I  think  open-hearth  rails  are  quoted  $29  and  $30,  and 
the  Bessemer  $28. 

The  Chatbman.  How  long  has  that  price  remained  unchanged,  if  it; 
has  remained  unchanged! 

Mr.  Gates.  Before  the  Sherman  antitrust  law  took  effect  there  was 
a  rail  pool — ^away  back  in  1884, 1885,  or  1886— and  that  rail  pool  estab- 
lished a  price  on  rails  at  that  time,  I  think,  of  about  $35.  The  price, 
has  varied  between  $35  and  $15.  The  time  the  pool  was  knocked  out, 
years  ago,  there  was  a  fight,  and  then  they  would  get  back  together., 
Then  the  Sherman  antitrust  act  rather  stopped  this  pooling,  business, 
and  the  price  of  rails  has  been,  nominally,  I  think,  about  $28  for  most 
of  the  time  for  10  or  12  years. 

The  Chatbman.  What  per  cent  of  the  rails  of  this  country  are  made, 
by  the  United  States  Steel  Corporation,  approximately  j  do  you  know  ? 

Mr.  Gates.  I  do  not  think  1  could  answer  that  demiitely« 

The  Chairman.  I  am  asking  now  simply  for  information  as  to 
matters  that  are  generally  known,  simply  to  get  them  into  the  record. 
Are  there  any  concerns,  either  nominally  or  actually  independent,' 
which  are  maKing  any  considerable  percentage  of  rails  f  I  mean  inde- 
pent  of  the  United  States  Steel  Corporation? 

Mr.  Gates.  Oh,  yes.  The  Republic  made  rails  for  a  good  while; 
then  ihe^  concluded  they  could  make  more  money  running  their  rail 
mill  on  tin  and  sheet  bars,  and  we  have  had  that  on  tin  and  sheet  bars 
for  several  years.  The  Lackawanna  Steel  are  rail  makers;  the  Beth- 
lehem Steel  are  rail  makers:  the  Cambria  Steel  are  rail  makers;  the, 
Penn^lvania  and  the  Maryland  are  rail  makers;  the  Colorado  Fuel 
are  rail  makers,  and  Jones  &  Loughlin  are  makers  of  light  rails  moTQx 
than  standards. 

The  Chairman.  You  have  not  any  idea  what  per  cent  of  the  rails 
are  made  by  the  United  States  Steel  Corporation  ? 

Mr.  Gates.  No;  I  have  not.  I  used  to  know  what  the  percentage 
was. 

The  Chairman.  You  spoke  of  the  price  of  rails  having  fluctuated? 

Mr.  Gates.  Not  much  in  12  years. 

The  Chairman.  Prior  to  the  last  12  years  they  fluctuated,  as  you 
said,  running  from  $16  or  $17  up  ? 

Mi.  Gates.  I  was  at  the  head  of  the  Illinois  Steel  Co.  for  several 
years,  and  during  that  time  we  had  a  rail  fight.  The  price  was  $23 
one  day;  the  next  day  it  was  $18,  and  the  next  day  it  was  $15. 

The  Chairman.  To  what  do  you  attribute  this  sudden  stability  in 
the  price  of  rails  for  the  last  10  years  ? 

Mr.  Gates.  I  am  not  a  rail  maker,  and  am  not  competent  to  answer 
that  question. 
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The  Chairman.  You  wdt«  aekcd  about  the  quality  of  the  Lake 
Superior  ores,  their  excess  of  metallic  content.  I  Delieve  that  is 
true,  that  they  have  a  larger  content  of  iron.  In  what  way  is  that 
ore  carried  to  the  vaxioiis  manufacturers  of  steel  ?  I  mean,  do  you 
know  what  distance  it  is  brought  and  over  what  lines  f 

Mr.  Gates.  I  tldnk  the  average  haul  is  fhmr  80  to  100  mile&in  l^fin- 
HQSota ;  and  tbat  ore  is  hauled  by  three  railroads — the  Eastern' Mhme- 
soto^  which  is  owned  by  the  Great  Northern;  the  Duluth  &  Iron 
Sanse ;  and  the  Duluth,  Missabe  &  Northern.  They  are  owned  by  the 
Steel  Corporation. 

The  Chairman.  Did  you  say  all  at  tiwm  were  owned  by  the  Steel 
Corporation  ? 

Mr.  Gates.  No.  I  think  the  Duluth,  Missabe  &  Northern  is  owned 
by  them ;  the  Minnesota  Eastern  is  owned  by  the  Great  Northern. 

The  Chairman.  Can  you,  or  any  other  manufacturer  not  in  the 
United  States  Steel  Corporation,  secure  ores  from  the  Lake  Superior 
region  without  at  some  point  having  your  ores  carried  by  the  United 
States  Steel  Corporation? 

Mr.  Gates.  One  of  those  three  roads  would  carry  all  the  northern 
ores. 

Mr.  Barti^tt.  You  spoke  about  the  Great  Northern  owning  ore 
in  that  range.  Is  it  not  a  fact  that  the  Steel  Corporation  has 
entered  into  a  contract  with  the  Great  Northern  Railroad  to  pur- 
chase all  their  ore  for  years? 

Mr.  Gates.  I  understand 

Mr.  Barti-ett.  And  while  the  Northern  Railroad  owns  them, 
the  United  States  Steel  Corporation  controls  the  output,  and  will  for 
years;  is  not  that  a  fact? 

Mr.  Gates.  No,  sir;  that  is  not  a  fact.  The  Minnesota  Eastern 
Railway  is  owned  by  the  Great  Northern  Railroad.  The  Great 
Northern  Ore  Co.  have  sold  their  ore  to  the  United  States  Steel 
Corporation.  But  it  does  not  necessarily  mean  that  that  ore  is  to  be 
moved  over  the  corporation's  railroad. 

Mr.  Bartlbtt.  That  was  not  the  purpose  of  my  qiiestion. 

Mr.  Gates.  I  am  explaining  to  you  the  situation  as  it  exists.  Most 
of  the  ore  acquired  by  the  Steel  Corporation  from  the  Great  Northern 
Ore  Co.  lies  contiguous  to  the  Eastern  Minnesota  Railroad,  and  that 
ore  has  been  sold,  so  Mr.  Hill  informs  me,  at  a  price  f.  o.  b.  boats 
Lake  Superior  ports,  and  the  freight  rate  gets  no  bigger.  Any 
ore  hauled  over  the  Duluth  &  Iron  Range  or  the  Duluth,  Missal>e 
&  Northern  pays  an  80-cent  freight  rate. 

Mr.  Young.  Do  you  know  anything  about  the  terms  of  that  con- 
tract, whether  it  is  a  direct  sale  or  somewhat  in  the  nature  of  a 
lease  which  can  be  thrown  up? 

Mr.  Gates.  I  think  it  could  have  been  thrown  up  up  to  a  certain 
time,  but  I  think  that  time  has  expired.  I  think  it  is  now  a  lease  in 
perpetuity. 

Mr.  Young.  Are  you  certain  about  this ;  do  you  know  the  date  ? 

Mr.  Gates.  No  ;  I  would  not  be  certain.  I  am  very  friendly  with 
Mr.  Hill,  and  I  have  talked  to  him  many  times,  and  that  is  my  im- 
pression; but  I  may  be  wrong. 

The  Chairman.  Y  ou  spoke  of  an  80-cent  freight  rate.  What  is 
the  distance  of  that  haul? 

Mr.  Gates.  Seventy  to  one  hundred  miles,  I  think. 
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The  Chaikmak.  What  do  they  charge  you  a  ton  to  haul  that  iron 
a  mile? 

Mr.  Gates.  It  is  about  a  cent  a  ton  a  mile. 

The  Chairman.  Is  ore  about  the  same  classification  as  coket 

Mr.  Gates.  Coal  and  coke  and  ore,  I  think,  are  in  about  tiie  same 
class. 

The  Chaibman.  Which  can  be  handled  more  cheaply,  ore  of  that 
kind,  or  coke? 

Mr.  Gates.  Ore  can  be  handled  more  cheaply. 

The  Chairman.  Explain  that  to  the  committee. 

Mr.  Gates.  Ore  is  generally  handled  in  what  they  call  hopper- 
bottom  cars  containing  60  tons  or  more.  That  are  is  dropped  into  the 
car  from  the  chute,  and  the  car  is  unloaded  by  running  it  out  on  the 
trestle  and  dropping  out  the  bottom. 

The  Chairman.  How  do  they  haul  coke?  Is  it  more  expensive 
or  difficult,  and  if  so,  in  what  way? 

Mr.  Gates.  Coke  is  put  into  the  cars,  and  if  it  is  in  box  cars, 
they  have  to  board  up  the  sides,  and  they  have  to  do  it  Irp  hand,  so 
it  costs  a  good  dc^l  more  money  to  load  it  and  a  good  deal  more 
money  to  unload  it. 

The  Chairman.  What  does  it  cost  you  to  transport  coke  per  ton 
per  mUe? 

Mr.  Gates.  That^.of  course,  is  another  hypothetical  question. 

The  Chairsian.  On  an  average? 

Mr.  Gates.  On  what  average?  From  Pocohcxitas  to  Butte,  Mont., 
or  from  Pocohontas  to  Columbus,  Ohio?  You  see,  there  is  sudi  a 
tremendous  range  of  variation. 

The  Chairman.  I  will  put  it  this  way.  Take  the  lines  of  road 
over  which  this  ore  travels  from  the  Lake  Superior  region  to,  we 
will  say,  the  plant  at  Pittsburg.  What  is  the  rate  on  coke  over  that 
same  line? 

Mr.  Young.  That  would  go  the  other  way. 

The  Chairman.  Going  the  other  way,  carried  by  the  same  rails, 
pulled  by  the  same  engines,  but  going  in  the  other  direction? 

Mr.  Gates.  The  rate  would  be  less  on  coke  than  it  would  on  the 
ores. 

The  Chairman.  How  much? 

1^.  Gatbs.  I  would  think  varying  rom  15  to  40  per  cent  less. 

The  Chairman.  Is  not  coke  earned  over  a  good  many  of  these 
roads  in  this  coimtry  at  3  mills  per  ton-mile? 

Mr.  Gates.  I  think  so;  I  think  it  has  been  carried  at  less  than 
8  mills. 

The  Chairman.  Mr.  Gates,  you  were  connected  at  one  time  with 
the  Consolidated  Steel  A  Wire  Co.,  of  Illinois,  were  you  not  ? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  In  what  capacity? 

Mr.  Gates.  Greneral  manager,  director,  and  member  of  the  execu- 
tive committee. 

The  Chairman.  In  what  year  was  that  company  formed  ? 

Mr.  Gates.  You  have  me  looking  backward  a  good  way.  It  was 
1892  or  1898, 1  guess;  1891,  1892,  or  1893.     * 

The  Chairman.  Do  you  remember  the  amount  of  its  capital,  stock 
and  bonded  debt? 
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Mr«  Gates.  It  had  no  bonded  debt.    I  tbink  it  had  about  four 

million  capital  issued. 

The  Chaibman.  Did  it  acquire  other  properties^ 

Mr.  Gates.  Yes ;  we  were  young  and  atnbitiouB,  and  as  fast  as  we 
got  a  little  money  we  bought  another  property. 

The  Chairkan.  What  other  property? 

Mr.  Gates.  Forty  or  fifty,  I  should  say,  one  by  one,  beginning  with 
the  Washburn  Wire  Co.,  in  Worcester,  Mass.,  and  extending  Ux  San 
Francisco. 

The  Chairman.  After  the  acquiring  of  these  properties 

Mr.  Gates.  They  were  not  necessarily  acquired  by  the  Consoli- 
dated. Most  of  them  were  acquired  by  I.  L.  Elwood,  recentty  de-* 
ceased,  and  myself;  but  they  were  amalgamated  eventually  into  the 
American  Steel  &  Wire  Co. 

The  Chairman^  There  was  another  organization  called  the  Con- 
solidated  

Mr.  Gates.  Consolidated  Steel  &  Wire. 

The  CHAiRiiAN.  Of  Illinois? 

Mr.  Gates.  That  was  20  years  ago.  The  first  wire  corporation  I 
was  interested  in  was  the  Southern  Wire  Co.,  about  1880,  in  St. 
Louis.  Then  we  acquired  the  St.  Louis  Wire  Mill  Co.,  and  we  built 
a  concern  near  Pittsburg  called  the  Braddock  Wire  Co.  We  operated 
those  concerns  separately  in  the  early  eighties^  Later  on  we  ac- 
quired a  controlling  interest  in  the  Lambert  &  SheflSeld  Wire  Fence 
Co.,  of  Joliet,  III.,  and  one  or  two  other  companies,  and  then  we 
formed  the  Consolidated  Steel  &  Wire  Co.  of  Illinois. 

The  Chairman.  What  was  the  value  of  that  property? 

Mr.  Gates.  What  date — ^the  date  of  its  incorporation  or  the  date' of 
its  amd^amation? 

The  Chairman.  Say^  November,  1897? 

Mr.  Gates.  It  had  been  out  of  business  for  jears. 

The  Chairman.  Was  there  ever  an  option  given  to  Mr.  Tenbroeck 
on  that  property? 

Mr.  Gates.  No.  He  claimed  there  was,  but  he  was  never  able  to 
show  it. 

The  Chairman.  What  time  was  that? 

Mr.  Gates.  1896  or  1897 — along  there. 

The  Chairman.  Do  you  know  the  value  of  the  property  then  ? 

Mr.  Gates.  Of  the  Consolidated? 

The  Chairman.  Yes. 

Mr.  'Gates.  I  have  no  idea. 

The  Chairman.  Do  you  know  about  the  cost  of  these  properties? 

Mr.  Gates.  Do  you  mean  the  initial  cost  or  the  cost  as  of  the  date 
of  the  turning  over  to  the  American  Steel  &  Wire? 

The  Chairman.  The  date  of  the  consolidation  of  the  companies — 
about  1898. 

Mr.  Young.  The  consolidation  of  the  American  Steel  &  Wire? 

Mr.  Gates.  The  Consolidated  Steel  &  Wire  Co.  went  into  the 
American  Steel  &  Wire  Co.  of  Illinois  at  about  $200  a  share;  perhaps 
a  little  less.  The  American  Steel  &  Wire  Co.  of  Illinois  was  merged 
into  the  American  Steel  &  Wire  Co.  of  New  Jersey,  which  took  over 
all  th^  companies.  Those  companies  in  the  meantime  were  generally 
purchased  by  Mr.  Elwood  and  myself  for  cash  and  turned  in  at  what 
we  paid  for  them.  We  never  attempted  to  make  a  dollar  out  of  any 
purchase,  directly  or  indirectly. 
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V  \ 

The  Chairman.  The  A  aerican  Steel  &  Wire  Oo.  was  capitalized 
at  what? 

Mr.  Gatbs.  Forty  million  preferred  and  fifty  million  common* 

Mr.  Young.  That  is  the  Kew  Jersey  Co.  t 

Mr.  Gateb.  The  New  Jersey  Co. ;  all  issued. 

The  Chairman.  Was  this  OHopany,  at  the  time  of  its  first  con- 
solidation, capitalized  at  $24,000,000} 

Mr.  Gates.  That  was  the  American  Steel  &  Wire  Co.  of  Illinois, 
which  was  afterwards  turned  into  the  American  Steel  &  Wire  Co.  oi 
New  Jersey. 

The  Chairman.  What  properties  were  acquired  between  the  time 
of  its  capitalization  at  twenty-four  millions  and  the  time  of  its 
capitalization  at  seventy-five  millions? 

Mr.  Gates.  It  was  capitalized  at  ninety  millions.  The  Washburn 
Manufacturing  Co.,  of  Worcester,  Mass.;  the  Worcester  Wire  Co.; 
the  Cleveland  Wiring  Mill  Co.;  the  American  Wire  Co.,  of  Cleve* 
land;  the  R.  B,  Nail  Co.;  the  Cincinnati  Barb  Wire  Fence  Co.; 
Oliver's  concern,  the  Oliver  Wire  Co. — I  can  not  remember  them  all ; 
there  are  a  great  many  of  them. 

The  Chairman.  Speaking  api>roximately,  do  you  remember  what 
was  the  average  price  of  barb  wire^  the  kind  used  by  the  farmers  as 
fencing"  for  the  uiree  years  preceding  the  formation  of  the  Consoli- 
dated Co.  f 

Mr.  Gatbs.  I  can  not  keep  those  prices  in  my  head.  I  started  sell- 
ing barb  wire  in  1874  at  20  cents  a  pound.  We  sold  the  same  class 
ot  wire  later  at  1.7  cents  per  100.  There  is  the  price,  between  $100 
a  ton  and  $34. 

The  Chairman.  What  is  barb  wire  selling  at  now  ? 

Mr.  Gates.  I  do  not  know. 

The  Chairman.  Such  as  is  used  for  fencing  ? 

Mr.  Gates.  I  do  not  know.  I  have  not  asked  a  price  on  it.  I 
should  say  it  was  2  or  8  cents  a  poimd,  but  that  is  just  a  ffuess. 

The  Chairman.  Do  you  know  the  cost  per  ton  of  proaucing  this 
wire,  such  as  is  used  for  fencing! 

Mr.  Gates.  No;  I  could  not  tell  you  closely.  I  should  say  there 
was  10  or  15  per  cent  profit. 

The  Chairman.  What  was  the  effect  on  the  price  of  wire  nails 
and  the  other  products  in  the  American  Steel  &  Wire  Co.?  Was 
there  any  variation  in  price  after  its  formation. immediately  succeed- 
ing the  formation  of  the  Anajerican  Steel  &  Wire  Co.,  just  prior  to  its 
sale  to  the  United  States  Steel  Corporation  ? 

Mr.  Gates.  I  do  not  believe  there  was  much  change.  We  tried  to 
run  the  mills  we  could  operate  the  most  economically  and  shut  down 
those  that  were  the  most  expensive,  and  I  do  not  think  we  particu- 
lariy  advanced  the  price.    That  is  my  recollection. 

The  Chairman.  How  many  did  you  shut  down,  Mr.  Gates ;  do  you 
know! 

Mr.  Gates.  Probably  we  had  50  and  shut  down  20 — dismantled 
them. 

Mr.  Bartlbtt.  How  many? 

Mr.  Gates.  Two-fifths  of  the  properties  were  probably  dis- 
mantled— shut  down  and  eventually  dismantled,  or  concentrated. 
The  machinery  has  been  moved  to  our  other  plants ;  the  machinery 
was  not  wasted. 
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Mr.  Bartlett.  That  is  the  usual  way  when  you  concentrate  busi- 
ness into  one  central  company? 

Mr.  Gates.  That  is  the  sensible  way. 

Mr.  Bartlett.  Not  only  to  shut  down,  but  to  dismantle? 

Mr.  Gates.  Dismantle;  yes.  One  superintendent  does  the  work 
whether  you  are  making  100  tons  or  800  or  600. 

Mr.  Bartlett.  That,  of  course,  lessens  the  number  of  employees? 

Mr.  Gates.  Not  necessarily. 

Mr.  Bartlett.  What  becomes  of  the  employees  who  were  engaged 
in  the  plants  that  were  dismantled. 

Mr.  Gates.  They  follow  the  men  in  charge;  th^  go  where  the 
machinery  goes. 

Mr.  Bartubxt.  All  the  employees?  There  is  no  change  in  the 
number?  .        ^ 

Mr.  Gates.  You  may  haye  ftre  plants  and  you  may  be  working 
4,000  men  in  the  five  plants.  You  settle  them  in  one  central  plant, 
and  you  may  work  only  3,700.  You  may  save  800  men  out  of  4,000. 
It  is  not  a  material  saving. 

Mr.  Bartlett.  Were  these  plants  situated  any  considerable  dis- 
tance from  the  Consolidated  plant  ? 

Mr.  Gates.  One  might  be  m  San  Francisco  and  another  in  Port- 
land, Me.   We  nxi^t  agree  to  settle  back  in  Pittsburg. 

Mr.  Bartlett.  Where  was  the  new  Consolidated  plant  located  ? 

Mr.  Gates.  The  corporations  hmve,  I  suppose,  20  plants  now. 

Mr.  Bartlett.  Those  employees  in  Boston  or  in  California,  when 
the  plants  were  dismantled,  did  not  follow  up  and  get  employment 
at  these  Consolidated  plants? 

Mr.  Gates.  About  90  per  cent.  Not  all  of  them<  but  it  is  safe  to 
say  that  about  90  per  cent  of  the  wireworkers  would  follow  the 
plants — ^the  skilled  men.  We  had  a  plant  at  Everett,  Wash.,  just  out 
of  Seattle ;  we  dismantled  that  plant  and  I  think  moved  it  to  Pitts- 
burg. 

Mr.  Bartlett.  There  is  really  a  loss,  so  far  as  the  employment  of 
labor  is  concerned,  of  only  about  10  per  cent  by  this  consolidation? 

Mr.  Gates.  Yes ;  very  small. 

The  Chairman.  What  was  the  approximate  cost  per  ton  for  barbed 
wire  such  as  is  used  for  fencing  in  1900,  do  you  know?  I  do  not  ask 
to  the  cent,  but  approximately. 

Mr.  Gates.  You  are  asking  me  an  impossible  question. 

The  Chairman.  Do  you  know  what  it  is  now,  or  what  it  was  in 
1910? 

Mr.  Gates.  The  cost  of  production? 

The  Chairman.  The  cost  of  producing  such  as  the  ordinary  wire 
that  is  used  for  fencing? 

Mr.  Gates.  I  answered  that  by  saying  that  I  thought  they  were 
making  to-day  probably  10  or  15  per  cent  on  their  output.  If  you 
get  their  selling  price  and  take  10  or  15  per  cent  off  of  that,  you  will 
get  about  their  cost  price. 

The  Chairman.  Do  you  mean  the  output  of  fencing  wire? 

Mr.  Gates.  On  the  average  line.  Some  articles  pay  more  than 
others.  They  will  get  $3,000  a  ton  for  watch-spring  wire,  but  would 
get  very  much  less  for  common  wire. 

The  Chairman.  I  am  speaking  of  ordinary  fence  wire. 

Mr.  Gates.  Have  you  ever  had  any  experience  in  manufacturing? 
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The  Chaibmak.  Not  of  barb  wires. 

Mr.  Gatsb.  Do  you  realize  how  impossible  it  is  to  figure  out  what 
any  one  specific  article  cost  when  you  are  making  1,000?  We^  might 
have,  as  an  illustration,  1,000  nail  machines  in  a  mill.  We  might  be 
making  escutcheon  pins  out  of  No.  82  or  No.  38  wire,  three-sixteenths 
of  an  inch  in  length,  and  they  might  cost  10  cents  a  pound.  We 
nnslii  hft  Ma^lring  a  boat  spike  on  the  next  machine,  which  would  be 
of  sfo.  2  or  No.  8  or  No.  4  wrought  wire,  20  inches  long,  which  would 
not  cost  acenL  If  you  oome  and  ask  me  what  it  costs  to  make  escutch- 
eon pins,  I  liave  io  get  out  a  tabulated  statement  numing  oV^r  a 
term  of  months.  l%e  mobb  is  trae  oi  the  different  kinds  of  barb 
wire,  the  different  kinds  of  i>lain  wire.  We  ^  ««i  «a  tnwr-all  pwpq 
sition.  The  manufacturer  tries  to  earn  from  10  to  15  per  cent  on  the 
output.  Sometimes  he  sells  it  at  2  or  3  per  cent;  he  may  occasionally 
sell  it  at  a  loss. 

The  CHAntMAN.  I  am  speaking  now  of  this  ordinary  wot^  wire. 
Mr.  Oates.  You  were  talking  about  fence  wire  a  mcnnent  ago. 
Woven  wire,  I  think,  pays  80  or  40  or  50  per  cent^  galvanized  field 
fence  wire. 

Mr.  McGiLLiGUDDT.  Why  so  large  a  profit  in  that  line  of  wiring 
in  comparison  with  the  other? 

Mr.  GrATBS.  It  is  supposed  to  be  covered  by  patents,  and  each  fellow 
claims  he  has  a  patent  that  is  good  and  the  other  fellow's  are  bad, 
and  he  threatens  every  other  fellow  with  a  suit  for  infringement,  and 
gets  an  extra  price  for  doing  it. 

Mr.  McGii4Lictn>DT.  What  percentage  of  the  iron  ore  of  this  coun- 
try is  owned  or  controlled  by  the  United  States  Steel  Corporation? 
Mr.  Gates.  I  could  not  tell  you. 

The  Chaibmak.  What  was  the  basis  of  exchange  of  stocks  between 
the  American  Steel  A  Wire  Co.  and  those  of  the  United  States  Steel 
Corporation  at  the  time  the  corporation  took  over  the  American  Steel 
&  Wire  Co.? 
Mr.  Gates.  I  am  ashamed  to  tell  you. 
The  Chairman.  Overcome  your  modesty. 
Mr.  Gates.  It  is  a  matter  of  record ;  you  may  easily  find  it. 
The  CHAiBBiAK.  It  is  stated  that  the  twelve  million  of  the  pre- 
ferred American  Steel  &  Wire 

Mr.  Gates.  We  had  forty  million. 

The  Chairman  (continuing).  For  twelve  million  of  your  pre- 
ferred stock  you  got  twelve,  and  seven  million  two  hundred  thousand 
of  the  common  stock;  for  the  twelve  million  of  the  common  stock  you 
got  fourteen  million  four  hundred  thousand  of  common  stock,  or  a 
total  of  $33,600,000. 

Mr.  Gates.  Mr.  Stanley,  as  a  matter  of  fact,  I  think  we  got 
$46,800,000  of  United  States  Steel  preferred  for  the  $40,000,000  of 
Steel  Wire  preferred,  and  between  fifty  and  sixty  million  of  com- 
mon, perhaps  a  little  over  sixty,  for  the  fifty  million  common,  two  or 
^ree  times  as  much  as  that  states.  And  yet  the  Steel  &  Wire  Co. 
went  into  the  United  States  Steel  Corporation  at  a  comparatively 
lower  figure  than  any  other  concern. 

The  Chairman.  What  percentage  of  the  business  did  the  Ameri- 
can Steel  &  Wire  Co.  own  at  the  time  it  was  acquired  by  the  United 
States  Steel  Corporation? 
Mr.  Gates.  Of  the  wire  and  nail  business  ? 
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The  Chairman.  Yes. 

Mr.  Gates.  Wire  and  its  products  t 

The  Chairman.  Yes. 

Mr.  Gates.  I  should  think  we  owned  75  to  85  per  cent. 

The  Chairman.  Did  the  United  States  Steel  Corporation  acquire 
any  other  properties  producing  similar  products  to  yours  at  the  time 
it  acquired  your  property  ? 

Mr.  Gates.  They  acquired  later  the  Union  Steel  Co.,  of  Pittsburg, 
which  was  owned  by  Mr.  Frick  and  the  Mellens^  largely,  as  I  under* 
stood,  I  think  $45,000,000.    That  was  a  wire  plant. 

Mr.  YoUNO.  Was  that  later  than  the  organization  of  yours  { 

Mr.  Gates.  Yes;  several  years  later. 

The  Chairman.  What  percentage  of  the  business  did  they  do  at 
the  time  they  were  acquired? 

Mr.  Gates.  Not  very  much. 

The  Chairman.  Five  or  ten  per  cent ;  as  much  as  that  i 

Mr.  Gates.  I  would  not  care  to  hazard  a  guess,  because  I  was 
never  at  the  mill. 

The  Chairman.. Do  you  know  of  any  other  properties  they  ac- 
quired joroducin^  similar  products  to  yours? 

Mr.  Gates.  I  ao  not  remember  of  any  others. 

The  Chairman.  The  United  States  Steel  Corporation  was  really 
formed  by  the  merging  of  nine  separate  concerns,  was  it  not,  Mr. 
Gates? 

Mr.  Gates.  I  do  not  remember  whether  there  were  nine  or  what 
they  were.  I  can  call  them  over.  There  was  the  Carnegie  Steel 
Co. — ^let  me  explain.  The  Federal  Steel  Co.  was  a  holding  company. 
The  Federal  Steel  Co.  owned  the  capital  stock  of  the  Minnesota  Iron 
Co.  The  Minnesota  Iron  Co.,  in  turn,  owned  the  Duluth  &  Iron 
KangeBailroad.  They  owned  the  Loraine  Steel  Co.,  of  Loraine^ 
Ohio,  and  the  Illinois  Steel  Co.  of  Chicago.  So  that  in  the  turn-in 
of  the  Federal  Steel  Corporation  into  the  United  States  Steel  they 
really  ^ot  three  separate  and  distinct  corporations,  good-sized  ones. 
Then  the  Came^e  would  be  four,  the  National  would  be  five,  and 
the  Hoop  would  be  six,  the  Tin  Plate  would  be  seven,  the  Wire  would 
be  eight,  the  Tennessee  Coal  &  Iron. would  be  nine,  the  American 
Sheet  Steel  would  be  ten,  the  American  Bridge  would  be  eleven. 
There  were  11  or  12  concerns.    The  National  Tube  would  be  twelve. 

The  Chairman.  I  was  speaking  of  the  Federal  Steel  Co. 

Mr.  Gates.  The  Federal  Steel  Co.  is  a  holding  company. 

The  Chairman.  As  one  concern;  just  as  you  speak  of  the  United 
States  Steel  Corporation  as  one  concern,  although  there  are  many 
concerns  in  it.  1  am  not  now  counting  them  as  operating  companies 
but  as  corporate  entities. 

Mr.  Gates.  The  Illinois  Steel,  you  know,  was  an  operating  com- 

gany,  and  the  Loraine  Steel  was  an  operating  company,  and  the 
[innesota  Iron,  and  are  to-day. 

Mr.  Young.  The  Illinois  Steel  Co.  itself  was  formed  by  a  consoli- 
dation of  a  number  of  other  companies,  was  it  not? 

Mr.  Gates.  The  Illinois  Steel  Co.  was  formed  by  an  amalgamation 
of  the  North  Chicago^  the  South  Chicago,  the  Union,  the  Joliet,  and 
the  building  of  the  New  South  works. 
Mr.  Young.  Did  it  take  in  that  Milwaukee  property  ? 
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Mr.  Gates.  That  is  the  North  Chicago  Rolling  Mill,  They  had 
two  plants,  one  at  North  Chicago  and  one  at  Bayyiew^  or  South 
Milwaukee. 

Mr.  YouKO^  ITiat  was  really  the  b^finning  of  the  consolidation  in 
the  steel  business;  was  it  not? 

Mr.  Gates.  I  think  so ;  yes.    That  was  about  1868  or  1889. 

Mr.  Young.  Then  the  next  step  was  the  formation  of  the  Federal 
Steel  and  the  acquisition  by  it  of  the  Minnesota  Iron  Co.  and  the 
Loraine,  in  addition  to  the  Illinois,  was  it  not? 

Mr.  Gates.  Yes.  That  came  about  in  this  way:  Many  of  the 
stockholders  of  the  Minnesota  Iron  Co.  were  stockholders  in  the 
Illinois  Steel. 

Mr.  Gates.  I  thought  I  saw  eyidence  of  an  attempt  to  push  up 
the  price  of  ore,  so  I  went  out  and  acquired  some  ore  properties  for 
the  Illinois  Steel,  which  made  rather  hard  feeling  between  the  di- 
rectors of  the  two  corporations,  and  resulted  in  the  amalgamation. 

Mr.  Young.  You  were  connected  with  the  Illinois  Steel  at  that 
time? 

Mr.  Gates.  Yes,  sir. 

The  Chaibman.  The  companies  to  which  I  referred  aff  merged  at 
the  time  of  the  formation  or  the  United  States  Steel  Corporation  are 
the  Carnegie  Co.,  the  Federal  Steel  Co.,  the  National  T'ube  Co.,  the 
American  Bridge  Co.,  the  Lake  Superior  Consolidated  Mines,  the 
American  Steel  &  Wire  Co.,  the  National  Steel  Co..  the  American 
Steel  &  Hoop  Co^  the  American  Tin  Plate  Co.,  ana  the  American 
Sheet  Steel  Co.     Were  there  any  other  companies? 

Mr.  Gates.  In  the  word  "  Federal "  you  have  three  concerns. 

The  CHASEtMAN.  I  understand.  It  was  the  holding  company. 
Were  there  any  other  concerns  merged  at  the  time  of  the  formation 
of  the  United  States  Steel  Corporation  other  than  those  I  have 
named? 

Mr.  Gates.  No  :  I  think  that  was  all.  But  there  was  the  Pitts- 
burg Steami^ip  Co.  and  the  American  Steamship  Co.,  two  lines  of 
steamers  on  the  Lakes, 

The  Chairman.  Were  thev  independait  concerns  not  identified 
with  anv  of  the  companies  I  have  named  ? 

Mr.  Gates.  The  American  Steamship  Co.  was  a  concern  which  I 
built  and  had  been  president  of  from  its  start.  I  think  we  had  12 
ships.  The  Pittsburg  Steamship  Co.  was  built  by  Henry  W.  Oliver 
and  Mr.  Carnegie  and  Mr.  Frick  and  that  crowd.  It  was  a  pretty 
important  concern.  Then  there  was  the  Elgin,  Joliet  &  Eastern 
Bailroad ;  the  Chicago,  Lake  Shore  &  Eastern  Railroad ;  the  Union 
Railroad ;  the  Duluth  Iron  A  Range ;  H.  C.  Frick  Coke  Co. 

The  CHAnufAN.  I  am  speaking  of  these  carriers.  Before  they 
were  taken  over  by  the  United  States  Steel  Corporation  were  they 
comjpeting  railroads? 

Mr.  Gates.  Yes. 

The  Chairman.  Are  they  owned  absolutely  now  by  the  United 
States  Steel  COTporation  as  part  of  its  property  ? 

Mr.  Gates.  Yes. 

The  Chaibman.  Are  they  still  engaged  as  common  carriers  ? 

Mr.  Gates.  Yes ;  they  are  conmion  carriers.  They  publish  a  tariff 
the  same  as  everybody  else. 
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The  Chaikmak.  But  thev  are  part  of  the  property  of  the  Steel 
Corporaticm.  Mr.  Gates,  these  concerns  were  merged  at  one  time,  I 
believe — that  is,  the  Federal  and  the 

Mr.  Gates.  Well,  the  companies  in  that  list  that  you  read  over 
were  put  together  about  one  time.  Then,  of  course,  the  Tennessee 
came  severaiyears  later. 

The  Chaisjcak.  Do  you  know  how  long  negotiations  were  pending 
before  your  companies,  the  Carnegie  Co.  and  me  rest  of  them,  became 
merged  in  what  is  now  known  as  the  United  States  Steel  Corpo- 
ration ? 

Mr.  Gates.  Well,  to  go  back  and  ^ve  you  the  history,  the  price  of 
steel  became  very  badly  demoralizea 

The  Chairman.  How  is  that? 

Mr.  Gates.  The  price  of  finished  steel  became  very  badly  demoral- 
ized in  1896  or  1897;  and  at  that  time  I  think  Mr.  Frick,  Judge 
Moore,  of  New  York— W.  H.Moore — and  one  or  two  colleagues,  con- 
ceived the  idea  of  getting  an  option  from  Cameeie  on  the  Carnegie 
Steel  Co.  This  was  before  the  formation  of  the  United  States  Steel. 
They  got  it.  They  paid  Mr.  Carnegie  $1,000,000  in  cash  for  that 
option ;  but  the  demoralization  became  so  ^Bat  in  the  iron  and  steel 
business  that  it  was  not  possible  for  Mr.  Frick,  Judge  Moore,  and 
collea^es,  to  put  it  through,  and  they  had  to  forfeit  that  $1,000,000, 
and  Mr.  Carnegie  took  it. 

The  Chairman.  What  was  the  amount  of  the  option  ! 

Mr.  Gates.  I  think  it  was  $160,000,000,  if  I  remember. 

The  Chaibman.  I  was  under  the  impression  that  it  was  $100,000,- 
000,  in  round  numbers. 

Mr.  Gates.  I  think  it  was  $160,000,000.  They  forfeited  that. 
Then  came  the  Lorain  and  Federal.  The  Federal  Steel  Co.  was 
formed  by  the  acquisition  of  the  Lorain  and  the  Elgin,  Joliet  &  East- 
ern Railroad,  which  was  owned  by  Morgan  and  friends  and  the  Min- 
nesota Iron  and  Illinois  Steel;  and  they  became  the  Federal  Steel 
Co.  The  Federal  Steel  Co.  was  formed  in  1898,  and  in  1901  became 
part  of  the  United  States  Steel. 

The  Chairman.  Prices  became  stable,  or  at  least  more  stable,  along 
about  1896  to  1897,  did  they  not?  .         ^ 

Mr.  Gates.  I  think  they  got  worse  at  that  time.  That  is  my 
recollection. 

The  Chaibbcan.  Or  1898  ? 

Mr.  Gatbs.  Along  about  1898  or  1899  they  got  better.  In  1901 
they  were  very  good. 

The  Chairman.  The  United  States  Steel  Corporation  was  formed 
about  1901,  was  it  not? 

Mr.  Gates.  1901;  yes,  sir.    It  started  in  1900  and  finished  in  1901. 

The  Chairman.  At  that  time  was  there  any  danger  of  a  second 
demoralization  in  prices  on  account  of  the  attitude  of  Mr.  Carnegie 
toward  the  rest  of  these  concerns  ?  I  believe  up  to  that  time  a  great 
many  of  them  had  been  getting  certain  products  from  him,  and 
manufacturing  certain  products  themselves.  In  other  words,  along 
in  1898  or  1899  the  Federal  Steel  Co.  had  its  orbit  or  its  scope  of 
activities  pretty  well  defined,  did  it  not,  and  the  other  companies  in 
the  same  way?  Each  had  its  own  sphere  of  operations?  They  did 
not  impinge  one  upon  the  other  to  any  great  extent  ? 


Mr.  OAixa.  Well,  I  would  have  to  explain  by  making  a  statement. 
Mr.  Morgan,  alon^  about  1899  or  1900,  breanized  the  National  Tube 
Co.  bj  the  acquisition  of  the  stock  of  the  National  Tube  Co.,  $ust  out 
of  Pitteburg,  and  the  Riverside  Steel  Co.,  near  Wheelinff,  and  two  or 
three  more  tube  concerns,  and  they  were  makilog  a  good  ofeal  of  money 
in  the  manufacture  of  tubes.  Mr.  Carnegie  took  it  into  his  head  that 
he  would,  build  a  railroad  from  Lake  Erie  points — from  some  point 
on  Lake  Erie  to  his  various  works  around  Pittsburg — and  that  he 
would  also  build  a  tube  works ;  and  he  proposed  to  ouild  this  tube 
works,  if  my  memory  serves  me  aright,  at  Ashtabula,  Ohio,  where  a 
ffreat  deal  of  the  ore  is  unloaded.  Mr.  Hill  and  Mr.  Morgan  had 
dined  together — James  J.  Hill — and  Mr.  Morgan  had  expressed  to 
Mr.  Hill  the  fear  that  if  Carnegie  went  into  the  building  oi  railroads 
he  would  demoralize  the  entire  railroad  situation  as  he  had  demoral- 
ized the  steel  situation,  and  that  if  he  built  a  tube  works  at  Ashtabula 
it  would  result  in  a  demoralization  of  the  prices  of  tubes.  Mr.  Mor- 
gan had  just  put  the  National  Tube  Co.  together.  After  considerable 
talk  between  Mr.  Hill  and  Mr.  Morgan,  Mr.  Hill  suggested  to  Mr. 
Morgan  that  he  talk  to  me.  Mr.  Morgan  said  that  we  were  not  very 
friendly,  and  he  asked  Mr.  Hill  to  come  over  to  see  me  and  see  if  I 
would  meet  him  and  talk  about  the  situation,  which  I  agreed  to  do. 
I  had  a  talk  with  Morgan,  and  he  asked  me  how  I  would  suggest  we 
could  stop  Carnegie  m>m  building  this  railroad  and  building  this 
tube  worKs;  and  I  told  him  in  my  opinion  there  was  only  one  man  to 
talk  to  that  had  any  influence  with  Mr.  Carnegie,  and  that  was 
Charlej  Schwab.  He  wanted  to  call  in  Frick.  I  said,  ^^If  you  do, 
vou  will  never  make  a  trade  with  Mr.  Carnegie."  Well,  he  said, 
**  Will  you  eet  Schwab  on  for  a  conference  ? "  I  said  I  would.  1 
asked  him  wnere  he  wanted  the  conference,  and  he  said  he  would  pre- 
fer to  have  it  at  Philadelphia  at  the  Bellevue-Stratford  Hotel — no, 
the  Bellevue  Hotel.  The  Stratford  was  not  built  I  called  Charley 
up  on  the  telephone  from  New  York  and  asked  him  if  he  would  come 
over  to  Philadelphia,  and  intimated  to  him  it  was  something  pretty 
important.   He  said  he  would  come  over  that  night. 

Next  morning  was  very  stormy.  It  snowed  and  blew  and  was  very 
cold,  and  Mr.  Morgan  called  my  son  up  and  asked  him  to  come  over. 

He  went  over,  and  Mr.  Morgan  explained  to  him  that  he  had  got 
a  severe  cold  and  his  doctor  would  not  let  him  go  out;  that  he  was 
afraid  he  would  catch  more  cold ;  and  would  he  go  back  and  get  me 
to  arrange  to  have  Schwab  come  on  to  New  York.  My  son  came  back 
and  reported  to  me,  and  I  called  Mr.  Schwab  up — ^he  was  at  the  Belle- 
vue Hotel  at  Philadelphia — and  asked  him  to  come  over.  He  came 
over  and  dined  with  me  at  the  Manhattan  Club,  and  we  went  up  to 
Mr.  Morgan^s  house  about  9  o'clock  in  the  evening.  We  discussed  the 
possibilily  of  pouring  oil  on  the  troubled  waters  and  saving  the  situ- 
ation. I  think  Mr.  Schwab  and  I  stayed  there  until  about  6  o'clock 
the  next  morning.  When  we  left  a  tentative  plan  had  been  drawn  up 
for  the  purpose  of  getting  the  various  corporations  into  one  concern. 
Judge  Moore,  who  was  in  the  National  Steel  Co. 

Tte  Chassman.  I  do  not  want  to  interrupt  you,  but  the  one  con- 
cern to  which  you  referred  was  the  embryonic  United  States  Steel 
Corporation? 

Mr.  Gates.  The  United  States  Steel  Co.  Judge  Moore  and  Mr. 
Frick  felt  very  sore  over  the  $1,000,000  that  they   had  paid  to 
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Oarnegie,  for  which  they  got  nothing.  Schwab  stated  that  Mr.  Car- 
negie would  agree  to  anything  he  would  suggest.  He  puUed  a  letter 
but  of  his  pocket  and  showed  it  to  Mor^n  and  me,  showing  that  he 
had  a  contract  with  Cameeie  to  pay  him  $1,000,000  a  year  for  five 
years.  We  went  on  and  laid  out  tne  plan  of  the  United  States  Steel 
Corporation  without  consultation  with  Frick,  who  was  a  large  owner. 

Then,  as  I  understood  it — ^but  this  only  hearsay  evidence 

'    The  Chairman.  Explain  that  plan  as  you  go  along. 

Mr.  Gates.  It  was  the  plan  that  was  adopted. 
'    The  Chairman.  That  is,  for  a  holding  company? 

Mr.  Gates.  For  a  holding  company.  Judge  Moore  got  hold  of 
Carnegie,  I  was  told,  and  said  to  Carnegie:  "If  you  are  going  to 
take  bonds  in  payment  of  your  property,  make  tnose  bonds  cover 
the  National  Steel  Co.  as  well  as  your  own.''  Kow,  Mr.  Carnegie 
demanded  that  of  Morgan,  and  it  enabled  the  National  Steel  (>>., 
in  my  opinion,  to  get  $50,000,000  more  for  their  property  than  it  was 
worth,  because  Carnegie  would  not  turn  his  oyer  unless  they  had  a 
mortgage  on  the  National,  and  the  rest  of  us  had  to  suffer.  That  is 
about  tne  history  of  the  United  Steel. 

The  Chairman.  You  spoke  about  pouring  oil  on  the  troubled 
•waters  and  relieving  the  situation.  Wnat  was  the  trouble  with  the 
situation  ? 

Mr.  Gates.  The  trouble  was  that  Carnegie  had  threatened  to 
build  the  tube  mill  at  Ashtabula  and  a  railroad  to  haul  his  own  ore 
down.  .   :      : 

.  The  Chairman.  He  was  going  to  build  a  railroad  to  come  into 
competition  with  the  existing  railroads? 

Mr.  Gates.  Yes ;  and  a  tube  plant  to  tear  the  National  Tube,  thilt 
Morgan  had  just  put  together,  all  to  pieces. 

The  Chairman.  He  was  going  to  give  Morgan  trouble,  both  in  his 
manufacturing  industry  and  with  his  common  carrier? 

Mr.  Gates.  It  looked  that  way. 

The  Chairman.  And  it  was  to  obviate  this  anticipated  competition 
that  this  tentative  plan  was  drawn  up  that  afterwards  became  the 
United  States  Steel  Corporation  ? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  How  long  was  it  from  the  time  you  got  started 
until  this  industrial  accouchement  actually  occurred? 

Mr.  Gates.  It  was  60  days,  I  should  say,  or  less — ^maybe  40  days. 
We  worked  pretty  fast. 

The  Chairman.  There  was  a  thorough  understanding,  except  as 
to  details,  as  to  the  method  of  operation  and  what  each  man  was  to 
get,  and  what  his  relations  were  to  be  to  his  fellows,  before  the  arti- 
cles of  incorporation  were  ever  drawn  up,  was  there  not? 

Mr.  Gates.  I  think  they  drew  up  the  articles  of  incorporation  for 
the  United  States  Steel  Corporation  originally  for  $10,000,  and  then 
they  gradually  extended  it  as  necessity  arose.  As  each  concern  came 
in  they  would  increase  a  few  million  or  hundred  million. 

The  Chairman.  Mr.  Carnegie,  I  believe,  got  $820,000,000  in  bonds, 
did  he  not,  for  his  property — for  the  Carnegie  Co.? 

Mr.  Gates.  He  got  $320,000,000  for  what  he  had  offered  at 
$100,000,000  or  $160,000,000  the  year  before,  and  got  $1,000,000 
forfeit. 

The  Chairman.  Do  you  remember  the  suit  between  Frick  and  the 
Carnegie  Co.? 
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Mr.  Gates.  Very  well. 

The  Chaibhan.  Is  that  the  same  property  that  was  mentioned  in 
that  answer,  that  sworn  reply,  as  being  worth,  according  to  book 
values,  about  $76,000,000? 

Mr.  Gates.  I  think  that  is  the  same. 

The  Chairman.  The  same  property  that  was  afterwards  sold  for 
$320,000,000  in  bonds? . 

Mr.  Gates.  It  was  $320,000,000  for  Mr.  Carnegie's  interest. 

The  Chairman.  $320,000,000  for  Mr.  Carnegie's  interest? 

Mr.  Gates.  Mr.  Carnegie's  interest  was  a  controlling  interest,  but 
it  was  nowhere  near  a  hundred  per  cent  interest.  I  think  the  basis 
of  the  Carnegie  Steel  Co.  was  in  the  neighborhood  of  $500,000,000. 

The  Chairman.  What  did  the  Carnegie  interest  bring,  altogether? 

Mr.  Gates.  I  say,  approximately^,  $5(K>,000,000. 

The  Chairman.  This  company  is  now  made  up  of  bonds,  preferred 
stock,  and  common  stock.    You  hold  some  of  it  yourself,  do  you  not! 

Mr.  Gates.  Yes,  sir ;  I  always  have. 

The  Chairman.  The  bonds  are,  of  course,  a  lien  upon  the  property 
of  the  company.    That  is  a  first  lien,  is  it  not  ? 

Mr.  Gates.  Let  me  explain.  To  begin  with,  the  interests  that 
were  turned  in  to  the  various  corporations  had  some  underlying  bonds. 
Some  of  those  are  paid  off  and  some  of  them  are  still  in  existence. 
That  made  one  class  of  securities.  Then  another  class  of  securities 
would  be  a  first-mortgage  bond,  which  the  corporation  caused  to  be 
issued  to  Mr.  Carnegie,  Known  as  the  Carnegie  Steel  Co.  first  mort- 
gage fives.  Then  there  are  the  bonds  of  the  various  subsidiary  com- 
panies— the  railroad  and  steamship  lines  and  so  on — amounting,  as  I 
saw  a  statement  yesterday  or  the  day  before,  to  something  like 
$600,000,000.  Some  of  them  are  seconds  and  some  are  prior  liens. 
Some  are  purchase-money  mortga^;  and,  really,  what  the  bonded 
indebtedness  of  the  Steel  Corporation  is,  I  do  not  know. 

The  Chair^ian.  Then  you  have  so  much  preferred  stock  ? 

Mr.  Gates.  I  think  they  have  about  $325,000,000  of  preferred  and 
about  $525,000,000  of  common. 

Mr.  Young.  There  was  some  adjustment  of  bonds  between  these 
steel  companies  and  the  corporation,  was  there  not,  by  which  they 
took  up  some  preferred  stock  ? 

Mr.  Gates.  Yes.  The  original  capitalization  of  the  Steel  Corpora- 
tion, as  I  remember  it,  was  $525,000,000  of  preferred  and  $525,000,000 
of  common,  plus  the  Carnegie  bonds,  plus  the  purchase-money  bonds, 
and  plus  the  mortgages  on  the  steamships  or  railroads  that  they 
acquired.  Then  they  conceived  the  idea  of  turning  in  $200,000,000 
of  7  per  cent  cumulative  preferred  stock  and  taking  in  lieu  of  that 
$200,000,000  of  second-mortgage  fives.  That  exchange  was  engi- 
neered about  1903  or  1904,  and  that  was  done  to  effect  a  saving  in  tne 
amount  of  money  they  would  have  to  pay  out  in  dividends.  In 
other  words,  a  man  would  rather  have  second  mortgage  5  per  cent 
bonds  than  7  per  cent  preferred  stock  in  an  exchange  and  lose  2  per 
cent  of  his  revenue. 

Mr.  Young.  And  have  a  safer  security  ? 

Mr.  Gates.  Well 

Mr.  YouNO.  He  assumed  it  was  safer,  if  he  took  it? 
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Mr.  Gates.  I  assume  he  thought  so,  or  he  would  uot  have  ex- 
dianged.  From  time  to  time  those  second-mortgage  bonds  that  were 
issued  were  added  to,  until  I  saw  a  statement  yesterday,  I  think,  that 
there  are  in  the  neighborhood  of  500,000,000. 

Mr.  Bartlett.  All  bonds  of  the  Steel  Co.,  you  mean  ? 

Mr.  Gates.  No,  no,  no ;  second  mortgage.  .There  is  the  prior  lien, 
the  purchase  money,  the  first  mortgage,  and  the  acquisitions  under 
the  subsidiary  companies.  I  do  not  know  what  they  amount  to,  and 
I  do  not  bother  my  head  with  them.  They  have  a  good  many  mort- 
gages on  their  property,  but  they  have  a  great  deal  of  property  and 
a  very  valuable  one. 

The  Chairman.  There  was  a  good  deal  of  comment  at  the  time, 
and  a  good  many  assertions  made.  One  was  that  the  tangible  prop- 
erty was  represented  in  actual  value  by  the  bonds  and  preferred 
stock.  In  other  words,  that  if  you  took  the  bonds  and  preferred 
stock  you  had  alxJut,  approximately,  the  value  of  the  concern.  Do 
j'ou  know  anything  about  that — I  mean,  at  the  time  it  was  formed? 

Mr.  Gates.  You  might  pick  three  expert  appraisers  to  appraise 
the  value  of  the  United  States  Steel  Corporation,  and  they  might 
vary  their  appraisement  somewhere  from  five  hundred  million  to  a 
billion  of  dollars ;  so  I  am  not  going  to  attempt  to  appraise  other  peo- 
ple's property. 

The  Chairman.  You  own  stock  in  it? 

Mr.  Gates.  I  own  some  of  it. 

The  Chairman.  Do  you  own  any  of  the  common  stock? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  Do  you  consider  that  there  is  any  real  tangible 
value  behind  the  common  stoclc? 

Mr.  Gates.  I  decline  to  answer. 

The  Chairman.  What  was  your  answer? 

Mr.  Gates.  I  decline  to  answer.  I  am  not  supposed  to  be  the 
appraiser  of  the  Steel  Corporation. 

The  Chairman.  I  understand.  I  am  just  asking  you  now  simply 
as  an  individual. 

Sfr.  Gates.  Well,  I  am  declining  as  an  individual. 

The  Chairman.  All  right.  I  will  not  insist.  It  would  be  a  mere 
estimate.  Up  until  the  time  of  the  formation  of  this  United  States 
Steel  Corporation,  as  you  say,  there  was  friction  or  competition  and 
threatened  competition  between  these  various  concerns — between 
Mr.  Carnegie  and  the  tube  works  and  the  others  to  a  greater  or  less 
extent.  ^Vnat  was  the  effect  of  the  formation  of  this  concern  as  to 
the  competition  between  its  component  parts?  Was  there  any  com- 
petition between  them  after  that  possible? 

Mr.  Gates.  I  would  not  think  there  would  be.  I  have  never  beard 
of  any. 

Mr.  Bartlett.  The  price  of  steel  rails,  for  instance,  had  been  fluc- 
tuating from  $17  up,  had  it  not? 

Mr.  Gates.  I  think  I  testified  that  I  thought  the  price  of  steel  rails 
had  been  practically  a  fixed  price  for  10  or  12  years. 

Mr.  Bartlett.  T^es;  but  I  was  going  to  ask  you  whether  or  not, 
about  the  time  of  the  consolidation,  they  were  not  about  seventeen 
and  a  half  a  ton,  and  after  the  consolidation  they  went  to  $28  a  ton? 

Mr.  Gates.  The  price  of  steel  rails  in  1900,  if  my  memory  serves 
me  aright,  was  about  $28;  and  they  are  $28  to-day. 
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The  Chairman«  You  have  made  steel  rails? 

Mr.  Gates.  Yes,  sir;  the  Illinois  Steel  Co.  was  and  is  the  largest 
maker  of  steel  rails  to-day,  I  think. 

The  Chaibhan.  Were  steel  rails  ever  made  in  this  country  at  a  cost 
of,  say,  from  twelve  to  thirteen  dollars  a  ton? 

Mr.  Gates.  Yes;  I  think  Carnegie  and  the  Illinois  Steel  Co.  made 
rails  at  approximately  $13  or  less.  I  would  like  to  explain  that. 
They  made  thrft,  based  on  a  very  low  labor  cost,  on  very  low  prices 
for  iron  ore;  they  made  it,  based  on  $1.90  for  iron  ore  delivered  at 
South  Chicago,  which  to-day  is  selling  for  $4  and  $4.50.  They  made 
it  on  85  or  87i  cent  coke,  which  is  to-day  selling  at  $1.50  to  $1.60* 
So  that  you  must  not  attempt  to  confuse  the  pnoes  of  to-day  with 
the  prices  along  in  1896  or  1897,  when  everything  was  in  a  thoroughly 
demoralized  condition. 

The  Chairman.  Prior  to  that  time,  I  believe  Mr.  Schwab  testified 
that  under  normal  conditions  they  could  make  rails  at  a  cost  of  about 
$12  or  $13  a  ton.    He  said  they  had  done  it  before  that  period, 

Mr.  Gates.  I  testify  that  I  have  seen  Carnegie's  cost,  I  think,  at  a 
trifle  under  $13,  and  the  Illinois  about  the  same. 

Mr.   Young.  Did  that  include  all  the  costs  of  the  mill,  or 
merely 

ilr.  Gates.  When  we  make  a  cost  sheet  we  cover  everything.  To 
give  you  an  idea  of  the  difference  in  labor :  At  that  time  the  labor 
of  the  sailor  ^ng  around  the  mill,  which  is  the  roustabout  labor, 
I  think  was  about  9  cents  an  hour.  To-day  it  is  about  18  or  20  cents 
an  hour. 

Mr.  Young.  Do  you  know  what  the  cost  of  the  labor  was  of  the 
men  in  the  Lake  Superior  district,  where  you  were  getting  that  cheap 
ore! 

Mr.  Gates.  About  40  per  cent  of  what  it  is  now  I  would  say, 

The  Chairman.  Has  there  been  any  marked  improvement  in  plant 
and  machinery 

Mr.  Gates.  What  is  that? 

The  Chairkan.  Has  there  been  any  marked  improvement  in  plant 
and  machinery — ^plant  and  apparatus  necessary  for  the  manufacture 
of  rails — ^between  that  time  and  this?  I  refer  to  the  capacity  of  the 
furnaces  and  the  like. 

Mr.  Gates.  Yes ;  there  are  improvements  every  year,  and  probably 
will  be  for  many  years  to  come.  Some  years  the  improvements  cut 
off  quite  an  amount  per  ton.  Some  years  they  cut  off  only  a  few 
cents. 

The  Chairman.  What  has  been  the  improvement  in  the  capacity 
of  blast  furnaces  between  that  period  and  this? 

Mr.  Gates.  Well,  I  could  best  answer  that  by  telling  you  that  in 
1896,  1897,  and  1898  we  had  one  blast  furnace  at  Chicago  which,  I 
think,  was  No.  7,  which  made  somewhere  from  600,000  to  800,000  tons 
of  pig  iron  without  relining,  running  two  or  three  years.  No.  6  or 
No.  6,  adjoining  it,  probably  had  to  be  relined  half  a  dozen  times  dur- 
ing that  time.  There  is  a  good  deal  of  luck  in  running  blast  fur- 
naces, as  well  as  science. 

The  Chairman.  I  am  speaking  now  of  the  capacity  of  the  furnace. 

Mr.  Gates.  The  capacity  of  those  furnace*? 

The  Chairman.  Has  that  been  improved  materially  ? 
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Mr.  Gates.  I  do  not  know  of  any  marked  improvement  in  blast- 
furnace practice  in  10  years — not  a  marked  improvement.  There 
has  been  a  little. 

The  Chairman.  In  what  machinery  have  you  had  marked  im- 
provement, taking  everything — methods  of  transportation  and  every- 
thing else,  from  the  ore  mine  to  the  rail  ? 

Mr.  Gates.  Now  you  are  asking  me  an  impossible  question  that 
I  will  not  attempt  to  answer.  You  ask  about  blast-furnace  opera- 
tion and  then  you  include  transportation. 

The  Chaibman.  No 

^  Mr.  Gates.  Transportation  from  the  upper  lake  ports  is  the  same 
to-dav  as  it  was  15  years  ago — 80  cents  on  the  ton;  so  you  can  not 
say  that  there  is  an  improvement  there,  because  the  cost  of  trans- 
porting is  the  same. 

The  Chairman.  The  actual  cost  of  transporting,  I  assume,  Mr. 
Gates,  is  less,  although  the  charges  may  be  the  same! 

Mr.  Gates.  To  an  outsider  they  are  not;  but  when  you  take  the 
blast-furnace  operations,  I  understand  blast-furnace  practice.  You 
put  a  man  in  charge  of  a  blast  furnace  and  you  expect  him  to  get 
results,  and  you  do  not  have  any  talk  from  him  except  the  time  he 
takes  and  what  it  costs  him  to  operate  that  furnace.  What  his  bur- 
den of  ore  costs  him,  what  is  the  amount  of  dolomite  or  limestone  or 
flux,  how  much  coke  it  takes  per  ton  to  produce  a  ton  of  pig  iron,  or 
what  the  general  costs  are,  and  things  of  that  kind  incluoed  under 
blast-furnace  operation,  I  can  not  mix  up  with  the  operation  of 
steamships  or  railroads  and  give  an  intelligent  answer. 

The  Chairman.  I  was  speaking  first  of  the  blast  furnace  and  you 
answered  my  question  about  that,  Mr.  Gates,  satisfactorily;  or,  at 
least,  as  completely  as  you  could. 

Mr.  Gates.  Yes. 

The  Chairman.  Then  I  asked  another  and  broader  question  as  to 
whether  there  had  been  any  improvement  in  other  methods  of  manu- 
facture, and  in  facilities  for  transportation,  such  as  to  reduce  the  cost 
per  ton.  I  do  not  mean  the  labor  cost,  but  I  mean  the  cost  of  the 
machinery  that  is  used  for  the  operation  of  the  apparatus. 

Mr.  Gates.  I  will  answer  that  'by  saying  that  12  years  ago,  I 
think,  we  decided  to  build  four  boats  for  lake  transportation  of  ore, 
the  James  J,  Hill^  the  William  Edenhorn,  the  /.  L.  Ellwood^  and 
the  e/.  W,  Gates.  We  built  those  boats  about  500  feet  on  the  water 
line  and  31  or  32  feet  in  the  molded  hold,  to  carry  about  nine  to 
ten  thousand  tons  of  ore.  The  old  people  on  the  Lakes  told  us  that 
we  had  built  such  large  boats  that  we  never  could  operate  them  suc- 
cessfully. Now  they  are  building  boats  610  feet  in  length,  which 
will  carry  20  to  30  per  cent  more  ore  than  those  that  we  built  12 
years  ago.  Of  course,  the  larger  you  get  the  unit  the  cheaper  you 
can  transport  everything. 

The  Chairman.  Yes ;  exactly.  What  I  wanted  to  get  at  was  this : 
There  has  been  a  general  reduction,  not  in  the  price  to  the  man  who 
has  to  use  these  things,  but  a  general  reduction  in  the  actual  cost  of 
transportation  from  the  ore  beds  to  your  furnaces,  has  there  not? 

Mr.  Gates.  Everything  except  labor,  which  has  gone  up  about  75 
to  100  per  cent. 

The  Chairman.  Now,  have  the  improvements  in  methods  of  manu- 
facture and  in  the  facilities  for  transportation  compensated  you  for 
the  increased  labor  cost? 
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Mr.  Gates.  No,  sir.  In  other  words,  we  can  not  produce  a  ton  of 
pig  iron  to-day  within  two  or  three  dollars  a  ton  as  low  as  we  could 
Dack  in  the  nineties,  I  think  they  produced  a  ton  of  pig  iron  at 
Birmingham  at  $6  a  ton.  They  can  not  do  it  to-day  at  approxi- 
mately better  than  $9. 

The  Chairman.  Would  you  say  it  costs  you  $3  more  to  produce  a 
ton  of  steel  rails  now  than  it  did  in  1890! 

Mr.  Gates.  From  $3  to  $8  more.  I  would  put  it  that  way — from 
$3  to  $8.    Labor  has  entered  enormously  into  the  cost. 

Mr.  McGiixiCTJDDY.  Is  it  true  that  in  this  development  from  year 
to  year  your  labor  has  become  more  productive  and  efficient? 

Sir.  Gatibs.  Scientific  labor  generally  improves  from  year  to  year, 
but  common  labor  has  not  changed  much. 

Mr.  McGiLLicuDDY.  Do  you  think  there  is  an  improvement  ? 

Mr.  Gates.  No,  sir ;  I  do  not  think  so,  particularly ;  I  do  not  think 
it  is  perceptible. 

Mi:.  McGdllicuddy.  What  is  the  cause  of  the  increase  in  the  cost 
of  labor? 

Mr.  Gates.  What  is  it? 

Mr.  McGillicuddy.  What  is  the  cause  of  the  increase  in  the  cost 
of  labor? 

Mr.  Gates.  Well,  I  do  not  think  we  get  as  good  labor  to-day  at  the 
mills  as  we  did  10  or  20  years  ago.  We  get  more  of  the  foreign  ele- 
ment. 

Mr.  McGiLMCXjDDY.  You  say  you  do  not  get  as  good  labor  to-day, 
and  not  as  productive,  and  you  are  paying  more  for  it  ? 

Mr.  Gates.  I  should  say  70  per  cent. 

Mr.  McGiLLioxjDDY.  What  is  the  cause  of  that  increase  ? 

Mr.  Gates.  You  could  make  a  good  many  answers  to  that  question.. 

Mr.  McGiLLicuDDY.  I  do  not  hear  you. 

Mr.  Gates.  You  could  make  make  a  good  many  answers,  and  all 
would  be  honest,  to  that  question. 

Mr.  McGiLLiouDDY.  What  is  your  answer? 

Mr.  Gates.  I  do  not  believe  I  want  to  answer  that. 

The  Chaibman.  What  is  the  question? 

Mr.  McGnxicnDDY.  I  asked  him  what  is  the  cause  of  the  increase 
in  the  cost  of  labor. 

The  Chaibman.  Have  you  any  objection  to  answering  that? 

Mr.  Gates.  I  would  rather  not. 

The  Chaibman.  I  always  like  to  defer  to  the  wishes  of  a  witness, 
but  I  will  say  that  I  do  not  see  any  possible— — 

Mr.  Gates.  I  could  only  give  you  my  opinion. 

The  Chaibman.  That  is  all  he  wants. 

Mr.  McGnJUECUDDY.  That  is  all  anybody  could  expect. 

Mr.  Gates.  I  would  rather  not  do  it. 

The  Chaibman.  I  mil  say,  Mr.  Gates,  that  as  it  is  a  matter  of 
opinion  I  do  not  x»re  to  press  you  for  your  opinion. 

Mr.  Gates.  I  would  rather  not. 

The  Chaibman.  I  will  waive  that,  and  I  think  Mr.  McGillicuddy 
wilL 

Mr.  Babtlett.  I  consent  that  Mr.  Gates  need  not  answer  that  ques- 
tion, but  I  do  not  want  to  go  down  on  record  as  saying  that  as  to 
other  witnesses 

The  Chaibman.  No  ;  it  is  not  to  be  a  precedent. 
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Mr.  Baktlbtt  (continuing) .  That  it  is  a  precedent  for  other  wit- 
nesses, because,  as  we  all  know,  while  it  is  a  matter  of  opinion,  opin- 
ions sometimes  rise  to  the  position  of  facts — ^the  opinions  of  experts. 

Mr.  Gates.  I  supposed  this  was  a  conmiission  to  investigate  facts, 
and  not  the  opinions  of  individuals. 

Mr.  Bartlbtt.. That  is  true;  but  opinions  sometimes,  in  some 
investigations,  both  in  court  and  elsewhere,  become  absolute  facts 
upon  which  to  base  findings. 

Mr.  Gates.  As  I  understood,  I  was  called  to  testify  regarding  the 
formation  of  the  American  Steel  &  Wire  and  the  amalgamation  of 
the  Tennessee  Coal  &  Iron ;  and  I  have  tried  to  be  very  frank. 

Mr.  Baktlett.  I  know  you  have. 

The  Chairman.  You  have  been  very  kind,  Mr.  Gates,  and  for  that 
reason,  as  you  have  shown  a  willingness  to  answer  frankly,  while  I 
feel  that  the  chairman  would  have  a  perfect  right  to  insist  upon  an 
answer  to  the  question,  I  will  exercise  my  discretion  and  suggest  that 
we  excuse  Mr.  Gates  from  answering,  at  his  request  and  not  as  a 
matter  of  right,  but  as  a  matter  of  grace. 

Mr.  Gatos.  Thank  you. 

Mr.  Bartlett.  I  can  readily  see  why  a  gentleman  engaged  in  a 
large  manufacturing  business  might  not  want  to  state  why  they  have 
increased  wages.  AH  of  us  can  reason,  in  many  instances,  why  they 
have  been  increased.  I  do  not  think  it  is  material  to  this  investiga- 
tion right  now,  but  it  may  become  material  after  awhile. 

Mr.  Gates.  I  thank  you  for  excusing  me. 

The  Chairman.  Mr.  McGillicuddy's  question,  I  think,  is  one  thai 
should  be  gone  into  later,  but  we  need  not  prove  it  by  this  witness. 

Mr.  Bartlett.  Oh,  no. 

The  Chairman.  Mr.  Gates,  I  want  to  call  your  attention  to  an 
article  that  appeared  a  short  time  ago,  by  Mr.  Berglund,  in  his 
History  of  the  United  States  Steel  Corporation.  He  says,  speaking 
of  the  consolidation  of  these  various  concerns  into  the  United  States 
Steel  Corporation  and  other  allied  concerns: 

That  the  consoUdatlons  of  the  time  were  a  factor  influencing  prices  can  be 
seen  In  the  cases  of  the  American  Tin  Plate  and  the  American  Steel  &  Wire 
Ck>8.  These  companies  had  something  of  a  monopoly  of  the  market  in  their 
respective  lines,  and  this  monopoly  was  reflected  in  the  prices  of  the  period. 
Shortly  after  the  organization  of  the  American  Tin  Plate  Co.  in  December,  1898, 
the  price  of  coke  tin  plate  (14  by  20)  was  raised  from  $2.70  per  100-pound  box 
to  $3  at  the  mill.  Quotations  in  the  leading  centers  of  trade  in  the  north- 
eastern part  of  the  country  were  upward  of  $3.20  per  100-pound  box.  During 
February,  1899,  the  average  price*  was  $3.55.  By  the  end  of  the  year  it  was 
$4.84,  and  it  remained  at  this  figure  during  a  large  part  of  the  following  year. 
In  like  manner,  after  the  organization  of  the  American  Steel  &  Wire  CJo.,  there 
was  a  great  rise  in  prices.  Wire  rods,  which  sold  for  $20  to  $22.50  per  ton 
In  1898,  were  quoted  at  steadily  increasing  prices  during  1899.  By  January, 
1900,  the  price  had  reached  $50  per  ton.  Wire  nails,  which  had  been  quoted  at 
$1.40  to  $1.50  per  100-pound  keg  in  1898,  were  steadily  raised  in  price  during 
1899,  until  they  were  quoted  at  $3.20  in  the  early  months  of  1900— a  higher 
figure  than  that  reached  under  the  regime  of  the  ncJtorious  wire-nail  associa- 
tion of  1895  and  1896. 

Now,  to  what  do  you  attribute  that  sudden  rise?  Is  that  statement 
of  the  oscillation  of  prices  by  Prof.  Berglund  correct,  approximately! 

Mr.  Gates.  I  do  not  remember  anything  like  the  details.  Nails 
went  up  along  in  1895  or  1896  to  about  $3,  under  some  kind  of  manip- 
ulation, and  then  I  think  they  went  up  to  about  $3  again,  but  I  ao 
not  remember  what  the  facts  were. 
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The  Chairman.  That  was  due,  I  presume,  in  great  measure  to  the 
facility  enjoyed  by  these  associated  concerns  in  coming  to  a  price  and 
in  holding  it  there  ? 

Mr.  Gates.  Well,  I  assume  a  good  many  of  the  smaller  manufac- 
turers got  scared  when  they  saw  the  big  concern,  and  they  came  in 
and  sold  out  at  any  figure  they  could  get,  fearing  that  they  were 
going  to  be  wiped  out;  and  the  contrary  thing  happened,  and  the 
prices  went  up  instead  of  down.  I  do  not  remember,  but  I  am  giving 
you  my  offhand  theory. 

The  Chairman.  Now,  Mr.  Gates,  as  I  understand  it,  these  com- 
panies, several  of  which  I  have  read  to  you  (this  going  to  all  of 
them),  the  Tube  Co.,  the  American  Steel  &  Iron  Co.,  and  the 
Federal  Steel,  and  the  rest  of  them — these  companies  that  I  have 
named  to  you — each  enjoyed  the  same  condition  of  affairs  in  1907  and 
1908,  did  they  not?  The  Carnegie  Co.,  the  Federal  Steel  Co.,  the 
Tube  Co.,  the  Bridge  Co. — all  enjoyed  an  increase  in  the  price  of 
their  product  immediately  after  their  perfection  or  their  organi- 
zation ? 

Mr.  Gates.  Well,  I  would  not  be  clear  as  to  that. 

The  Chairman.  Was  there  not  a  general  rise  in  the  price  of  steel 
products  during  that  period  ? 

Mr.  Gates,  it  might  have  risen  before  they  actually  got  into  oper- 
ation. The  feeling  of  the  buyer  might  have  been  that:  "  This  is  the 
end  of  hostilities,"  and  that,  in  itself,  would  give  a  momentxmi  to  the 
market.  Merchants  speculate  bv  buying  more  goods  than  they 
want,  if  they  are  going  up,  v^d  that  might  have  had  considerable  to 
do  with  the  advance  in  price  just  after  the  United  States  Steel  Co. 
began  business. 

The  Chairman.  I  am  speaking  now  about  that  period  that  elapsed 
between  the  demoralization  of  prices  in  1896  and  the  formation  of  the 
United  States  Steel  Corporation.  There  was  an  interregnum  there 
in  which  these  various  concerns  that  afterwards  became  component 
parts  of  the  coiporation  were  themselves  organized  ? 

Mr.  Gates,  x  es. 

The  Chairman.  They  were  organized  by  the  absorption  of  hun- 
dreds of  hitherto  competing  concerns,  were  they  not,  Mr.  Gates?  ^ 

Mr.  Gates.  No.  You  take  the  Wire  Co.,  in  which  I  took  an  im- 
portant part  as  to  its  formation.  We  bought  out  wherever  we  could 
for  cash.  Wherever  we  could  not  buy  out  we  persuaded  them  to  take 
the  securities  in  the  new  corporation,. and  I  think  that  was  finished 
on  the  18th  of  January,  1899,  and  from  that  time  on  the  prices  of 
wire  goods  were  very  good.  Prior  to  that  time  they  had  ueen  very 
low. 

The  Chairman?.  The  more  of  these  concerns  you  were  able  to  get 
the  better  you  were  able  to  secure  the  prices  you  desired,  were  you  not  ? 

Mr.  Gates.  The  control  of  the  market  necessitated  getting  a  ma- 
jority of  the  producers. 

The  Chairman.  Exactly.  I  understand.  Now,  this  was  the  situa- 
tion, I  believe,  for  a  while:  These  various  concerns  practically  had 
control  of  the  markets  to  which  they  sold ;  that  is,  for  a  while  the 
Federal  Co.  had  control  of  the  market  to  which  it  sold  its  product  ? 

Mr.  Gates.  No 

The  Chairman.  And  the  Tube  Co.  had  control  of  the  market  to 
which  it  sold  its  product? 
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Mr.  Gates.  The  Tube  Co.  liad  control,  and  the  Wire  Co.,  but 
Carnegie  and  the  Federal  were  fighting  it 

The  Chairman.  They  were  fighting.  Now,  it  was  to  prevent  that 
competition  or  that  fight  from  getting  general  all  a;long  the  line 
that  this  organization  was  created  and  perfected? 

Mr.  Gates.  That  is  a  pretty  hard  question  to  answer.  You  are 
asking  me  what  was  in  Mr.  Morgan's  mind. 

The  Chairman.  He  did  not  make  any  secret  about  it,  did  he? 
lie  did  not  make  any  secret  about  what  was  in  his  mind  ? 

Mr.  Gates.  Get  him  down  here  and  let  him  tell  you.  [Laughter.] 
He  is  gettable.  I  do  not  want  to  assume  what  was  in  Mr.  Morgari^s 
mind  when  he  agreed  to  put  through  the  United  States  Steel  Co. 

The  Chairman.  You  were  trading,  too,  Mr.  Gates? 

Mr.  Gates.  Oh,  yes;  I  was  shufling  around  there  a  little 
[Laughter.] 

The  Chairman.  But  what  was  in  everybody's  mind  at  that  time,  as 
you  have  said,  was  to  get  oil  on  the  waters  and  to  relieve  the  situa- 
tion.   Was  not  that  right? 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  I  understood  you  that  way. 

Mr.  Gates.  Yes,  sir. 

The  Chairman.  I  am  now  trying  to  get  at  what  was  the  trouble. 
Was  it  not  competition  and  threatened  competition  between  these 
companies? 

Mr.  Gates.  It  was  the  threat  of  Carnfgie  to  build  a  railroad  from 
Ashtabula  to  his  works  at  Pittsburg  and  to  build  a  tube  plant  in 
competition  with  the  National  Tube  Works,  which  Morgan  had  just 
finished. 

The  Chairman.  Was  not  he  also  threateninjg  to  go  into  the  entire 
iron  and  steel  business — ^that  is,  to  compete  with  the  Bridge  Co.  and 
with  the  Steel  Hoop  Co.  and  the  Sheet  &  Plate  Co.?  Was  he  not 
threatening  to  do  all  those  things? 

Mr.  Gates.  Mr.  Carnegie  had  been  in  the  wire  business  and  we 
bought  him  out.  He  put  in  $1,000,000  and  we  bought  him  out  for 
half  a  million.    [Laugnter.] 

The  Chairaian.  Was  he  not  threatening  to  go  back  into  that 
business? 

Mr.  Gates.  We  never  had  any  fear  of  Carnegie. 

The  Chairman.  Mr.  Carnegie  was  also  threatening  to  go  into  the 
tin-plate  business,  was  he  not,  at  that  time? 

Mr.  Gates.  I  guess  he  was  threatening  the  whole  line. 

The  Chairman.  He  was  threatening  the  whole  line? 

Mr.  Gates.  He  was  trying  to  sell  out,  and  he  bought,  you  see,  at  a 
good  price.    [Laughter.] 

The  Chairman.  And  the  result  of  this  threat  along  the  whole  line 
enabled  him  to  sell  this  propertv  that  he  had  given  an  option  on  at 
$160,000,000  for  about  $500,000,000  ? 

Mr.  Gates.  That  is  inference  on  your  part.  The  facts  are  that  he 
gave  an  option  for  $100,000,000  or  $160,000,000  and  got  $320,000,000 
a  little  later. 

The  Chairman.  Do  you  know  of  any  other  reason  for  his  making 
this  advantageous  sale,  if  it  was  advantageous,  than  this  disturbance 
of  the  water  and  the  threats  made? 
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Mr.  Gates.  You  will  have  to  ask  Mr.  Carnegie  what  he  had  in 
mind.    He  used  to  talk  to  me. 

The  Chairman.  Did  he  acquire  any  other  plants  about  that  time 
that  you  know  of  that  increased  the  value  of  his  property  in  any 
other  way? 

Mr.  Gates.  I  do  not  think  he  did.  We  bought  Mr.  Rockefeller  out 
He  had  a  plant  at  Everett,  Tenn.  I  made  a  trade  with  him.  Before 
I  made  it  he  informed  me  that  he  could  build  a  blast  furnace  and 
steel  works  to  put  us  out  of  business;  but  the  answer  is  he  did  not 
do  it.    We  bought  him  out  at  30  cents  on  the  dollar  of  what  he  paid. 

Mr.  Beall.  At  the  time  this  consolidation  was  made,  what  was 
the  general  line  of  manufacture  that  the  Carnegie  Go.  was  en- 
gaged in? 

Ir.  Gates.  Outside  of  tin  plate,  light  sheets,  hoops,  wire,  and 
tubes,  they  made  a  very  full  product. 

Mr.  Beall.  What  is  that  ? 

Mr.  Gates.  They  made  a  very  full  product,  outside  of  the  articles 
I  have  mentioned. 

Mr.  Beall.  The  Federal  Steel  Co. — what  articles  were  they  mak- 
ing? 

Mr.  Gates.  The  Federal  Steel  Co.,  I  testified,  was  a  holding  and  not 
an  operating  company.  The  Federal  Steel  Co.  owned  the  Illinois 
Steel  Co.,  and  the  Illinois  Steel  Co.  made  wire  rods ;  they  made  cotton 
ties,  and  they  made  hoops,  and  made  rails,  and  made  structurals,  and 
they  made  Zs,  channels,  angles,  blooms,  billets,  ingots,  bars,  and 
pretty  nearly  everything  along  that  line.  The  Loram  Steel  Co.,  at 
Loram,  made  pigs,  billets,  ingotsi  bars,  etc.,  and  they  made  a  specialty 
of  street-car  steel — what  they  call  the  Jackson  high  girder  rail. 

Mr.  Beall.  Then  several  of  the  companies  for  which  the  Federal 
Steel  Co.  was  holdiuj^  company,  were  in  competition  with  the  Car- 
negie Co.  at  the  time  f 

Mr.  Gates.  Yes. 

Mr.  Beall.  What  was  the  general  character  of  the  manufacture  of 
the  National  Tube  Co.  ? 

Mr.  Gates.  The  National  Tube  Co.  was  an  acquisition  of  the  prin- 
cipal tube  mills  of  .the  United  States  into  one  concern,  whereby  they 
could  get  a  very  handsome  profit  out  of  the  manufacture  of  tubes, 
and  that  had  been  done  by  Mr.  Morgan. 

Mr.  Beall.  There  haa  been  a  combination  of  those  tube  mills  by 
which  competition  had  been  very  largely  destroyed,  resulting  in  an 
increased  price  of  their  product,  had  there  not  ? 

Mr.  Gates.  I  would  say  86  or  90  per  cent  of  the  total  tube  tonnage 
of  the  United  States  was  in  the  National  Tube  Co.  at  that  time  ? 

Mr.  Beall.  The  American  Bridge  Co. — ^what  was  its  general  line 
of  manufacture  ? 

Mr.  Gates.  The  American  Bridge  Co.  built  bridges,  and  erected 
structural  steel. 

Mr.  Beall.  To  what  extent  did  it  control  the  manufacture  of  that 
particular  product? 

Mr.  Gates.  It  did  not  make  steel.  It  was  simply  an  erector  of 
steel — a  fabricator  and  erector. 

Mr.  Beall.  It  purchased  its  material  ? 

Mr.  Gates.  It  purchased  its  material  from  Carnegie,  entirely. 
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Mr.  Beall.  Was  it  in  any  wise  connected  with  the  Carnegie  Co.? 

Mr.  Gates.  The  Carnegie  Co.  owned  the  Bridge  Co. 

Mr.  Beall.  The  Carnegie  Co.  owned  the  American  Bridge  Co.? 

Mr.  Gates.  Absolutely. 

Mr.  Beall.  What  was  the  property  of  the  Lake  Superior  Con- 
solidated Mines? 

Mr.  Gates.  That  is  a  lot  of  ore  mills  and  mines  owned  by  various 
people  in  the  Lake  Superior  district,  a  very  fine  ore  property. 

Mr.  Beatjl.  Did  any  of  these  other  companies  that  went  into  the 
United  States  Steel  have  a  controlling  interest  in  these  mines? 

Mr.  Gates.  No.  sir;  no,  sir.  I  think  the  control  was  in  perhaps 
five  or  six  people,  scattered  in  various  concerns. 

Mr.  Beaix.  The  American  Steel  &  Wire  Co.  ? 

Mr.  Gates.  I  should  say  that  company  had  3,700  or  4,000  stock- 
holders. 

Mr.  Beall.  Three  thousand  seven  hundred  or  four  thousand  stock- 
holders? 

Mr.  Gates.  I  think  so. 

Mr.  Beall.  At  the  time  of  this  consolidation  the  American  Steel 
&  Wire  Co.  controlled  what  per  cent  of  this  business? 

Mr.  Gates.  Eighty-five  per  cent. 

Mr.  Beall.  Eighty- five  per  cent? 

Mr.  Gates.  I  should  say  so. 

Mr.  Beall.  The  National  Steel  Co.? 

Mr.  Gates.  The  National  Steel  Co.  was  composed  of  Henry  Wick's 
concern  at  Youngstown,  the  Ohio  Steel  Co.,  and  Mr.  Rice's  concern 
at  Newcastle,  and  two  or  three  others. 

Mr.  Beall.  What  was  the  nature-,  generally,  of  their  products? 

Mr.  Gates.  They  made  a  general  line  of  what  is  known  as  soft 
steel,  semifinished.  They  had  not  a  finished  product  like  the  Illinois 
Co.,  the  Carnegie  Co.,  or  the  Wire  Co. 

Mr.  Beall.  The  American  Steel  Hoop  Co. — what  kind  of  product 
did  they  have? 

Mr.  Gates.  They  were  the  maker  of  hoops,  bands,  and  cotton  ties- 
Mr.  Beall.  Was  it  controlled  by  any  of  these  other  companies? 
Did  they  have  a  controlling  interest  in  it  in  any  way,  to  your  knowl- 
edge ? 

Mr.  Gates.  No.  I  think  I  helped  buy  the  American  Steel  Hoop. 
I  know  I  did. 

Mr.  Beall.  The  Tin  Plate  Co. — it  produced  tin  plate  ? 

Mr.  Gates.  Tin  plate.  Reed  and  Leeds  were  two  of  the  main  men 
in  that.  They  had  quite  a  good  number  of  stockholders,  and  they 
were  pioneers  in  the  tin-plate  industry  in  this  country. 

Mr.  Beall.  To  what  extent,  if  any,  within  your  knowledge,  was 
the  Tin  Plate  Co.  controlled  by  any  of  these  other  corporations? 

Mr.  Gates.  At  what  time? 

Mr.  Beall.  At  the  time  of  the  consolidation;  at  the  time  it  was 
purchased. 

Mr.  Gates.  At  the  time  of  its  purchase  it  was  controlled  by  Eeed 
and  Leeds  and  the  Moore  boys. 

Mr.  Beall.  And  the  American  Sheet  Steel  Co. :  What  did  it  pro- 
duce? 

Mr.  Gates.  That  produced  sheets  and  light  plates. 
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Mr.  Beall.  Was  it  owned  or  controlled  or  under  the  domination 
of  any  of  these  other  companies^  within  your  knowledge? 

Mr.  Gates.  I  do  not  think  so. 

Mr.  Beall.  After  this  consolidation  occurred,  could  you  give  us 
an  idea  as  to  the  percentage  of  the  total  business  of  the  country  that 
was  under  the  control  of  this  company? 

Mr.  Gates.  No. 

Mr.  Beall.  Some  time  ago  you  said  there  was  a  fear  that  Mr.  Car- 
neffie  would  demoralize  the  railroad  business  and  the  tube  works  just 
as  ne  had  done  the  steel  business,  as  I  understood  it. 

Mr.  Gates.  That  was  Mr.  Morgan's  statement. 

Mr.  Beall.  That  was  Mr.  Morgan's  statement  ? 

Mr.  Gates.  Yes. 

Mr.  Beall.  In  what  way  had  he  demoralized  the  steel  business 
prior  to  this  consolidation  ? 

Mr.  Gates.  Well,  in  those  days  we  used  to  have  a  few  agreements. 

The  Chairman.  A  few  whatf 

Mr.  Gates.  A  few  agreements;  the  boys  would  make  them,  and 
Andy  would  kick  them  over. 

Mr.  Beall.  Was  Mr.  Carnegie  among  those  inclined  to  break  these 
gentlemen's  agreements? 

Mr.  Gates.  I  do  not  know  anything  about  those  gentlemen's  agree- 
ments, but  I  know  that  if  Frick  and  I  would  agree  to  one  thing  in  the 
forenoon,  as  between  our  two  companies,  he  might  tell  me  in  the 
afternoon  that  Carn^ie  would  not  stand  for  it.  [Laughter.]  In 
other  words,  no  one  in  the  Carnegie  Steel  Co.  controlled  Mr.  Car- 
negie, but  he  controlled  every  other  man  in  the  corporation. 

Sir.  Beall.  Mr.  Carnegie  controlled  all  the  operations  of  the  Car- 
negie Steel  Co.  ? 

Mr.  Gates.  Yes. 

Mr.  Beall.  All  these  agreements  had  for  their  general  object  the 
regulation  of  prices,  usually,  did  they  not? 

Mr.  Gates.  Well,  I  do  not  know  that  you  could  say  that.  My 
theory  is  that  I  would  rather  have  an  open  market  and  be  able  to  run 
full  and  not  be  hampered  by  any  competitors  saying:  "You  are  selling 
goods  too  low,"  than  to  have  a  fictitious  market,  where  I  could  only 
run  40  or  50  or  60  per  cent.    That  has  always  been  my  idea. 

Mr.  Beall.  What  is  the  agreement  that  you  mentioned  ? 

Mr.  Gates.  I  never  was  in  any  agreement,  and  I  do  not  know  any- 
thing about  that. 

Mr.  Beall.  Did  it  attempt  to  control  the  amount  of  the  output  of 
each  mill? 

Mr.  Gates.  What  agreement  are  you  alluding  to? 

Mr.  Beall.  I  am  alluding  to  this  a^eement  that  you  mentioned 
as  being  made  when  Carnegie  was  stirring  up  trouble. 

Mr.  Gates.  I  would  like  to  tell  you  a  5ory. 

Mr.  Beall.  All  right;  I  would  like  to  hear  it. 

Mr.  Gates.  Along  about  1887  or  1888  a  man  by  the  name  of  Harry 
Smith  was  the  purchasing  agent  of  the  Missouri,  Kansas  &  Texas 
Railroad.  The  price  of  rails  at  that  time,  if  I  forget  not,  was  about 
$35  a  ton.  Mr.  Carnegie's  concern  at  that  time  was  a  member  of 
a  rail  pool,  and  the  penalty  for  cutting  the  price  was  enormous.  I 
think  it  was  $20  or  $25  a  ton.    Mr.  Smith  happened  to  meet  a  friend 
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of  mine,  a  hardware  merchant  at  Sedalia,  Mo.,  the  aeent  of  another 
company,  and  concluded  he  would  buy  his  rails  of  him.  He  went 
to  New  York  and  happened  to  meet  Andy  Carnegie,  whom  he  had 
known  many  years  before,  and  Andrew  cut  the  price  very  materially. 
Charges  were  preferred  against  the  Carnegie  Co.  We  questioned 
Mr.  Uamegie  and  he  denied  everything  in  a  general  wajr.  I  knew 
the  way  he  had  cut  the  price.  He  had  cut  it  by  throwing  in  tiie 
track  bolts,  spikes,  and  angle  bars,  which  amounted  to  about  15  per 
cent,  or  a  cut  of  $5  a  ton.  I  finally  made  an  open  charge,  or  Mr. 
Stirling  made  it,  of  our  company — the  vice  president.  I  would  not 
like  to  have  this  taken  down. 

Mr.  Beall.  Well,  we  have  already  had  most  of  it. 

Mr.  Gates.  Andy  said  it  put  him  in  mind  of  a  story  of  a  friend 
of  his  riding  in  Scotland.  He  was  very  tired  when  night  came,  and 
he  came  to  a  hotel  and  asked  if  he  could  not  stay  all  night.  They 
said  he  could  not.  He  said:  " I  will  sleep  in  the  barn,  or  anywhere; 
but  I  must  stay  all  night."  They  finally  said:  "If  you  would  not 
mind  sleeping  in  an  alcove  room,  we  will  give  you  a  bed,  and  you  can 
stay  all  night."  He  said  he  would  not  mind.  About  12  o'clock  he 
came  tearing  downstairs  and  said :  "  There  is  a  dead  woman  there  in 
the  main  part  of  that  room."  They  said:  "We  knew  it,  but  how  in 
the  hell  did  you  find  it  out?  " 

He  admitted  all  of  the  charge,  but  refused  to  pay  any  fine. 
[Laughter.] 

Mr.  Beall.  The  real  cause  of  complaint  against  Mr.  Carnegie  was 
that  he  would  not  abide  by  the  agreement,  but  would  insist  on  cut- 
ting the  price? 

Mr.  Gates.  He  was  like  a  bull  in  a  china  shop.  He  would  get  a 
thing  into  his  head  once  in  a  while  and  go  and  do  absurd  things, 
that  I  really  think  he  did  not  think  much  about. 

Mr.  Beall.  Would  those  Ubsurd  things  usually  result  in  reducing 
the  price  of  steel  products? 

Mr.  Gates.  It  might,  or  it  might  advance  them.  You  could  not 
tell  what  he  would  do. 

Mr.  Beall.  The  fear  was  that  if  he  carried  out  his  plan  there 
would  be  a  competing  line  of  railroad,  as  well  as 

Mr.  Gates.  I  can  not  state  it  any  plainer  than  Mr.  Morgan  stated 
it  to  Mr.  Schwab  and  me — that  if  Mr.  Carnegie  should  Duild  this 
tube  works  at  Ashtabula  and  a  railroad  from  Ashtabula  to  his  works 
in  the  Pittsburg  district  it  would  demoralize  the  whole  situation. 
That  was  Mr.  Morgan's  statement  and  not  mine. 

Mr.  Bartlett.  And  he  created  that  belief  upon  the  minds  of  your- 
self and  other  gentlemen  that,  if  he  did  do  it,  that  would  be  the 
result? 

Mr.  Gates.  That  was  Mr.  Morgan's  statement. 

Mr.  Bartlett.  And  you  acted  upon  that  statement? 

Mr.  Gates.  I  did  not  act  upon  it.    Mr.  Morgan  did. 

Mr.  Bartlett.  And  you  consolidated  after  that,  or  sold  out, 
rather? 

Mr.  McGiLLicuDDY.  There  never  was  any  competing  tube  works 
or  any  competition  with  that  railroad  after  you  formed  that  combi- 
nation ? 

Mr.  Gates.  Oh,  that  railroad  was  built. 

Mr.  McGuxicuDDT.  That  railroad  was  built? 


UNITED  STATES  STEEL  COBPOBATION.  45 

Mr.  Gates.  Yes- 
Mr.  McGiMJCiTDDY.  But  I  mean  no  other  to  compete  with  it  at  that 
time? 

Mr.  Gates.  Well,  the  Pennsylvania  and  the  Lake  Shore. 

Mr.  McGiLLicuDDT.  Mr.  Carnegie  did  not  build  any  other  road  ! 

Mr.  Gates.  Yes,  he  did ;  I  beg  your  pardon ;  he  did'  build  one. 

Mr.  McGnxicuDDT.  He  did  build  one? 

Mr.  Gates.  Yes. 

Mr.  McGiLLicuDDT.  What  was  that? 

Mr.  Gates.  He  built  the  Pittsburg,  Bessemer  &  Lake  about  1900 
or  1901  or  1902. 

Mr.  McGiLLicuDDT.  Do  you  know  who  controls  that  road  now  ? 

Mr.  Gates.  The  United  States  Steel  Co. 

Mr.  McGiLLicuDDY.  When  did  they  acquire  control  of  that  ? 

Mr.  Gates.  When  they  acquired  the  Carnegie  Steel  Co. 

The  Chairman.  At  that  time  a  great  many  of  these  companies  were 

gutting  out  a  finished  product,  were  they  not — that  is,  a  more  highly 
nished  steel  product? 

Mr.  Gates.  Yes. 

The  Chairman.  From  whom  did  these  people  and  the  tin-plate 
people  and  the  wire  and  nail  people,  and  so  on,  a  great  many  of 
them,  get  their  pig  iron  and  their  ore  before  the  formation  of  this 
concern? 

Mr.  Gates.  The  tin-plate  people  originally  did  not  make  steel; 
therefore  they  had  no  use  for  pig  iron. 

The  Chairman.  Yes. 

Mt.  Gates.  They  bought  tin  bars. 

The  Chairman.  Where  did  the  National  Tube  people  get  their  pig 
iron?    Did  they  make  their  own  pig  iron? 

Mr.  Gates,  x  es ;  the  National  Tube  and  the  Riverside  make  their 
own  pig  iron  and  tiieir  own  steel  and  their  own  tubes. 

The  Chairman.  To  whom  did  the  Carnegie  Co.  furnish  the  iron 
and  steel  in  its  first  order  of  manufacture,  in  oillets,  and  so  on  ? 

Mr.  Gates.  You  mean  in  its  soft-steel  shape  ? 

The  Chairman.  Yes. 

Mr.  Gates.  They  furnished  it  to  people  all  over  the  United  States. 

The  Chairman.  To  the  American  Bridge  Co.  ? 

Mr.  Gates.  I  supipose  they  furnished  the  American  Bridge  Co.  all 
they  used.    They  owned  some  of  the  Bridge  Co. 

The  Chairman.  Did  they  furnish  the  American  Steel  &  Wire  Co.  ? 

Mr.  Gates.  Yes;  occasionally. 

The  Chairman.  And,  you  say,  the  National  Steel  Co.;  did  they 
famish  them  much? 

Mr.  Gates.  No;  the  National  Steel  Co.  were  makers  of  soft  steel 
in  the  finished  state. 

The  Chairman.  The  American  Steel  Hoop  Co. ;  did  the  Carnegie 
Co.  furnish  them  anything? 

Mr.  Gates.  I  assume  so. 

The  Chairman.  Was  there  not  a  threat  at  that  time,  a  misunder- 
standing between  these  companies  and  the  Carnegie  Co.,  arising  out 
of  the  wet  that  a  great  many  of  these  concerns  were  either  putting 
up  their  own  blast  furnaces  and  making  their  own  pig  iron,  or  were 
preparing  to?    Was  there  not  some  disagreement  along  that  line? 

Mr.  Gates.  Yes;  there  was  a  good  deal  of  discussion.  The  man 
that  bought  his  steel  threatened  to  build  his  steel  plant,  and  the  man 
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that  bought  his  fuel  threatened  to  build  coke  ovens,  and  the  man  who 
bought  his  ore  threatened  to  buy  his  ore  mines. 

T%e  Chaibman.  Before  that  there  had  been  a  good  deal  of  dispute 
as  to  who  should  have  this  or  that  particular  market ! 

Mr.  Gates.  I  do  not  think  so.  I  do  not  think  there  was.  I  never 
heard  of  it,  if  there  was. 

The  Chairman.  Was  there  not  an  understanding  between  these 
finished-steel  people  and  the  Carnegie  people  as  to  what  amount  of 
piff  iron  and  the  nke  they  would  take  from  the  Carnegie  Co.  ? 

Mr.  Gates.  No,  sir ;  not  so  far  as  I  know. 

The  Chairman.  There  was  the  universal  threat  on  the  part  of  the 
whole  steel  world,  each  fellow,  as  you  say,  threatening  to  do  some- 
thing that  he  had  not  done  before ;  one  man  was  going  to  make  the 
finished  product,  and  another  man  was  goin^  to  put  up  a  blast  fur- 
nace, ana  so  on ;  was  not  that  one  of  the  evQs  that  you  were  trying 
to  obviate  in  this  effort  to  put  oil  on  the  waters? 

Mr.  GATies.  Well,  was  it  an  evil?  Have  I  answered  that  it  was 
an  evil  ? 

The  Chairman.  Well,  one  of  the  "  conditions"?  That  would  be 
a  better  word. 

Mr.  Gates.  There  might  be  something  in  that. 

The  Chairman.  What  is  that? 

Mr.  Gates.  There  might  be  something  in  that.  I  do  not  assume 
that  necessarily  it  was  an  evil.  I  assume  that  it  would  not  have  been 
an  evil,  from  my  position ;  but  if  I  was  a  manufacturer  I  might  have 
looked  at  it  from  a  different  viewpoint. 

The  Chairman.  I  was  looking  at  it  sympathetically,  from  the 
viewpoint  of  the  manufacturer,  and  not  m)m  the  viewpoint  of  the 
consumer,  when  I  used  that  word. 

(At  1.50  o'clock  p.  m.  the  committee  took  a  recess  until  2.15  o^dock 
p.  m.) 

AFTER  RECESS. 

,    y  The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.15  o'clock  p.  m. 

STATEMENT  OF  MB.  JOHN  W.  GATES-Continued. 

The  Chairman.  The  members  of  the  committee  are  not  all  here, 
but  as  you  are  in  a  hurry  to  go,  Mr.  Gates,  I  will  start  this  examina- 
tion, and  let  the  other  members  of  the  committee  drop  in  as  they  come 
from  lunch.    I  know  you  want  to  get  away  on  the  4  o'clock  train. 

Mr.  Gates.  Thank  you. 

The  Chairman.  Mr.  Gates,  you  speak  of  the  advantage  of  run- 
ning at  as  full  time  as  you  can,  with  an  unimpeded  market,  and  the 
right  to  sell  at  such  price  as  you  can  ^et.  How  long  has  it  been  since 
that  condition  prevailed  in  the  steel  industry? 

Mr.  Gates.  Well,  as  far  as  I  know,  the  Republic  have  operated 
along  that  line  right  along.  I  might  explain  about  that,  m  free- 
handed running 

The  Chairman.  I  was  just  taking  up  your  course  where  you  left 
off,  and  I  would  like  you  to  go  back  a  little  and  explain  that — why 
you  advocate  that  industrial  condition? 
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Mr.  Gates.  Well,  I  will  tell  you,  Mr.  Chairman,  it  is  very  import- 
ant in  an  iron  or  steel  rolling  mill  to  select  your  orders.  In  other 
words,  the  price  of  ovals  and  rounds  may  be  practically  the  same, 
but  the  cost  of  the  roll  change  enhances  the  cost  of  making  one  article 
or  decreases  the  cost  of  making  another.  Therefore,  when  I  say  to 
run  unimpeded,  I  mean  to  select  your  rolling  orders.  If  you  can 
run  practically  continuously  for  12  or  24  hours  on  inch  rounds  or  . 
inch  nectagon  or  octagon,  you  get  a  great  deal  cheaper  product.  That 
is  what  is  called,  in  steel  parlance,  selecting  your  business.  Now, 
that  always  means  a  lower  cost.  The  price  of  the  extras  on  iron  or 
steel  may  be  equitable.  They  are  all  based  on  the  scale,  with  an 
advance  over  the  base  price;  but  the  mill  that  can  select  its  orders, 
getting  the  largest  amount  of  orders  for  one  size,  always  runs  and 
makes  stuff  the  cheapest ;  and  when  I  said  selecting  your  business,  I 
meant  selecting  the  orders  you  run  by.  For  instance,  if  you  were 
running  on  75-pound  rails,  American  section,  if  you  could  run  30 
days  on  that  section  it  would  be  a  great  saving  on  account  of  roll 
changes. 

The  Chairman.  Adjusting  the  machines? 

Mr.  Gates.  Yes, 

The  Chairman.  You  spoke  of  the  evils  of  having  to  submit  sug- 
gestions as  to  the  extent  of  business  that  you  do,  or  as  to  the  amoiml 
of  business  you  do,  in  proportion  to  the  capacity  of  the  plant,  the 
time  that  you  work,  and  the  like  of  that.  I  would  like  you  to  explain 
that  a  little  more  fully  and  in  detail. 

Mr.  Gates.  Your  question  is  not  intelligible  to  me,  Mr.  Chariraan. 

Mr.  Chairman.  As  I  recall,  you  spoke  just  before  the  morning 
session  closed  of  the  inconvenience  of  not  running  to  your  full 
capacity,  of  beingrestricted  as  to  the  per  cent  of  the  capacity  of  the 
plant  you  run.  What  would  produce  that  condition,  that  you  are 
unable  to  do  that — that  a  great  many  manufacturers  are  unable  to  do 
that?  Why  are  they  not  able  to?  What  is  the  cause  of  that  condi- 
tion against  which  you  protest? 

Mr.  Gates.  I  can  best  answer  that  by  an  illustration.  There  is  a 
concern  in  Chicago,  or  near  Chicago,  called  the  Aero  Motor  Co. 
Their  business  is  the  erection  of  windmills  with  high  steel  towers 
made  out  of  what  we  call  V  iron  or  Z  steel.  Anyone  would  be  glad 
to  get  a  thousand-ton  order  from  the  Aero  Motor  Co.,  because  it  is 
a  straightaway  run.  Any  concern  that  takes  a  thousand  or  more  tons 
of  one  class  of  material,  their  orders  are  sought  after — one  class  and 
one  size — to  avoid  the  roll  changes,  which  are  expensive. 

The  Chairman.  I  understand  that  is  the  condition  that  exists  any- 
where and  at  any  time ;  but  has  there  been  any  other  influence,  any 
other  condition,  which  has  prevented  the  individual  iron  manufac- 
turer from  exercising  that  liberty  ? 

Mr.  Gates.  Dull  times. 

The  Chairman.  What  do  you  say? 

Mr.  Gates.  Dull  times  is  the  main  preventive,  I  would  say;  bad 
business. 

The  Chairman.  Take  the  formation  of  these  concerns  that  I  have 
spoken  of,  under  one  organization.  Is  it  true  that  each  plant  in  the 
Federal  Steel,  and  the  rest  of  them,  is  restricted  as  to  its  output,  as 
to  the  extent  to  which  they  would  run  ? 
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Mr.  Gates.  I  could  not  answer  that,  because  I  have  never  been  an 
officer  or  director  in  any  of  the  plants  since  they  became  an  integral 
part  of  the  Steel  CorpcMration ;  so  that  it  is  a  question  I  could  not 
answer. 

The  Chairman.  In  your  discussion  of  the  advantages  of  this  un- 
limited independence  in  the  conduct  of  your  plant,  I  inferred  from 
what  vou  said  that  there  was  a  difference  of  opinion  between  some 
.  manufacturers  as  to  the  propriety  or  business  sagacity  of  the  position 
that  you  took;  is  that  true? 

Mr.  Gates.  In  answer  to  that  I  will  say  that  I  have  not  been  to  a 
steel  manufacturers'  meeting  in  11  years — so  that  my  opinion  would 
be  rather  aged  on  that  subject — of  any  kind,  shape,  or  nature,  except 
the  directorships  in  the  companies  in  which  I  am  interested,  which 
are  not  a  part  of  the  Steel  Corporation. 

The  Chairman.  I  asked  ^ou  in  the  morning  session  about  certain 
concerns  that  make  steel  rails.  Is  it  true  that  an  independent  con- 
cern— ^that  is,  a  plant  not  in  or  a  part  of  or  controlled  by  or  having 
any  relation  to  tne  United  States  Steel  Corporation — can  get  orders 
for  many  rails  from  the  railroads  of  the  United  States? 

Mr.  Gates.  Well,  I  could  not  answer  that. 

The  Chairman.  What  per  cent  of  the  railroad  milease  of  this 
country  is  open  and  free  to  receive  and  to  take  orders  fiom  inde- 
pendent rail  manufacturers? 

Mr.  Gates.  I  could  not  answer  that  (]uestion. 

The  Chairman.  Is  there  any  appreciable  percentage? 

Mr.  Gates.  Well,  I  could  not  answer  that.  I  should  say  thore 
were,  but  I  am  not  positive.  I  should  think  that  a  great  many  of 
the  leading  railroads  were  free  to  buy  wherever  they  saw  fit.  Tnere 
might  be  some  of  them  that,  on  account  of 

The  Chairman.  Well,  take  a  railroad — ^any  railroad — ^that  happens 
to  be  a  part — an  integral  part — of  the  lines  owned  and  controllea  by 
the  United  States  Steel  Corporation.  By  that  I  mean  this:  You 
say  you  have  a  railroad  transporting  ore  in  Minnesota,  or  a  line  of 
railroad  somewhere  between  there  and  Pittsburg,  owned  by  the 
United  States  Steel  Corporation.  It  connects  with  the  ordinary  com- 
mon carriers.  It  carries  the  coke  or  the  ore  for  the  United  States 
Steel  Corporation.  Would  you  expect  to  secure,  at  any  adequate 
price,  aji  order  for  rails  either  for  the  road  owned  by  the  United 
States  Steel  Corporation  or  by  any  of  those  directly  and  immediately 
connecting  lines? 

Mr.  Gates.  No,  sir.  Oh,  the  connecting  lines,  I  can  not  say;  but 
the  roads  owned  by  the  Steel  Corporation — we  would  not  send  our 
salesmen  to  see  them,  because  it  would  not  do  us  any  good. 

The  Chairman.  I  understand.  What  effect  would  that  have  on 
the  connecting  lines? 

Mr.  Gates.  That  is  a  broad  question,  one  I  do  not  think  any  man 
is  competent  to  answer. 

The  CiiAtRMAN.  Are  you  connected  with  any  concern  now  that 
makes  rails  ? 

Mr.  Gates.  No;  we  do  not  make  rails. 

Mr.  McGiLLicuDDY.  By  that  you  mean  the  Republic  Steel  Co.? 

Mr.  Gates.  The  Republic.  We  did  make  them,  but  we  turned  our 
plant  onto  tin  and  sheet  bars. 
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The  Chaibhan.  I  notice  an  editorial  in  Collier's  Weekly,  of  May 
27j  1911,  and  I  want  to  call  your  attention  to  a  statement  there.  It 
says: 

From  the  middle  of  a  eolnmn  of  friendly  gossip  concerning  Mr.  J.  P.  Morgan, 
in  the  Wall  Street  Journal,  we  take  two  sentences : 

"  Upon  the  receipt  recently,  by  one  of  his  associates,  of  a  certain  cablegram 
from  J.  P.  Morgan  orders  for  railroad  equipment  and  supplies  suddenly  in- 
creased. Orders  for  cars,  engines,  and  rails  have  since  become  rather  nu- 
merous." 

In  that  brief  quotation  Is  epitomized  the  situation  which  abundantly  justifies 
the  proposed  iavestigatloa  of  the  Steel  Trust.  Mr.  Morgan,  as  head  of  a  dozen 
railroads,  is  the  buyer  of  millions  of  tons  of  rails  and  equipment;  as  head  of 
the  Steel  Corporation  he  is  the  seller.  In  fixing  the  price,  what  consideration 
governs?  Does  he  make  it  high,  in  order  to  profit  the  Steel  Corporation,  or 
does  he  make  it  low,  in  order  to  profit  the  railroads? 

Do  yon  know  anything  about  the  accuracy  of  that  statement  ? 

Mr.  Gates.  No;  I  do  not. 

The  Chairman.  Could  you  jrive  me  any  adequate  idea  of  the  mile- 
age of  railroad  in  the  United  States  that,  to-day,  is  under  practically 
the  same  control  as  that  of  the  United  States  Steel  Corporation, 
either  by  the  joint  ownership  of  stock  or  by  the  interlocking  or 
directors  ? 

Mr.  Oates.  No  ;  I  could  not. 

The  Chaibman.  Mr.  Gates,  if  we  could  return  to  normal  condi- 
tions, when  the  steel  manufacture  could  automatically  adjust  itself  to 
the  industrial  conditions — by  that  I  mean  when  times  were  hard 
and  people  had  but  little  money  which  would  be  free,  lower  the  price 
of  the  product  to  a  narrow  margin  of  profit  in  order  to  stimulate 
the  production  of  it,  and  when  times  were  prosperous  and  people  had 
plenty  of  money  you  could  raise  its  price  and  share  that  general  pros- 
perity—do you  oelieve  that  that  sort  of  condition  would  add  ma- 
terially to  tne  general  welfare  of  the  steel  industry  and  of  the  coun- 
try at large f 

Mr.  Gates.  It  is  almost  too  hypothetical  a  case.  It  is  supposing 
a  lot  of  things  that  may  happen  and  majr  not ;  and  it  would  depend, 
in  my  opinion,  very  much  on  the  condition  of  the  times,  generally, 
when  that  happened. 

The  Chairman.  Well,  I  am  considering  your  good  judgment  and 
experience ;  that  is  the  reason  I  put  these  nypothetical  questions  to 
you. 

We  will  assume  that  each  one  of  the  many  producing  concerns — 
manufacturing  concerns  and  not  holding  concerns — was  a  separate 
corporate  entity,  as  they  were  20  years  ago;  that  there  were  8  or 
4,  or  40  or  50,  or  whatever  number  there  are — say  there  are  200 — 
concerns  engaged  in  the  manufacture  of  nails,  or  wire,  or  tinplate, 
and  50  or  60  engaged  in  the  manufacture  of  rails,  and  a  like  num- 
ber engaged  in  the  manufacture  of  girders  and  structural  steel.  Now, 
if  each  one  of  those  concerns  was  absolute  master  of  its  own  business, 
and  was  not  controlled  by  or  dependent  upon  some  superior,  some 
holding  company,  or  some  financial  influence  that  coula  dictate  the 
price  or  the  per  cent  of  its  production ;  if  that  condition  existed  would 
not  prices  adjust  themselves  automatically  to  industrial  conditions? 

Ifr.  Gates.  It  would  probably  have  that  tendency,  but  I  can  not 
say  absolutely  that  it  would,    it  would  depend  very  largely  on  the 
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supply  and  demand  at  the  time.  I  would  say  that  prices  would  be 
more  erratic  than  they  are  now. 

Mr.  McGiLLicuDDY.  What? 

Air.  Gates.  More  erratic ;  more  likely  to  be  up  $10  or  down  $10. 

The  Chairman.  And  tou  do  not  regard  that  lack  of  stability  in 
prices  as  an  eviL  do  you? 

Mr.  Gates.  Well,  if  you  were  a  merchant  and  had  10,000  tons  of 
finished  steel  on  hand  and  they  reduced  the  price  $10  a  ton,  you 
would  think  it  was  an  evil,  because  you  would  lose  $100,000. 

The  Chatrman.  But  I  mean  looked  at  from  the  standpoint  of  the 
whole  community. 

Mr.  Gates.  Well,  it  just  depends  on  the  viewpoint. 

The  Chairman.  That  is  what  I  want  to  get.  For  instance,  there 
has  been  a  great  deal  written  and  said  by  some  manufacturers  about 
the  advantage  of  having  a  fixed  rate  for  steel  rails  of  $66  a  ton  and 
having  that  rate  maintained  by  some  method — I  do  not  know  ex- 
actly what — ^year  in  and  year  out  in  good  and  in  bad  times,  and 
allowing  the  change  to  come  not  in  the  price,  but  in  the  number  of 
men  engaged  in  manufacturing  the  article;  by,  instead  of  keeping 
your  men  at  work  constantly  and  letting  the  price  go  up  and  down, 
keeping  the  price  constant  and  letting  your  men  go  in  and  out  as 
you  manage  to  supply  the  market.  Now,  it  has  been  argued  that  that 
would  be  a  great  saving  and  a  great  benefit  to  the  country.  I 
gathered  from  you,  from  what  you  said  before  the  adjournment  for 
the  noon  recess,  that  you  do  not  concur  in  that  opinion. 

Mr.  Gates.  Well,  there  are  two  aides  to  the  proposition.  The 
largest  owners  of  steel  rails  in  the  United  States  are  the  railroads, 
and  when  you  depreciate  the  price  of  steel  rails  you  depreciate  the 
property  oi  the  railroads.  When  you  advance  the  price  of  steel  rails, 
you  advance  the  property  of  railroads.  Now,  if  a  railroad  is  not  in 
the  market  to  buy  any  rails  in  1911  or  1912,  they  would  naturally 
like  to  see  prices  high,  but  if  they  are  in  the  market  to  buy  from 
100,000  to  250,000  tons,  they  would  like  to  see  the  market  low;  so 
that  it  is  a  good  deal  like  the  tariff  proposition — it  is  local,  it  is 
individual,  and  you  have  got  to  take  and  treat  each  case  as  it  comes 
along. 

The  Chairman.  I  am  taking  it,  now,  not  from  the  viewpoint  of 
the  manufacturer  nor  of  the  railroad.  I  am  looking  at  it — ^and  I 
believe  you  are — from  the  standpoint  of  the  community,  of  the  coun- 
try generally. 

Afi.  Gates.  Who  buys  the  rails? 

The  Chairman.  The  people. 

Mr.  Gates.  The  railroads.  There  is  not  anybody  but  the  rail- 
roads buy  rails. 

The  Chairman.  Ultimately,  do  we  not  all  buy  them  ? 

Mr.  Gates.  We  help  to  pay  for  them,  but  they  are  bought  by  the 
railroads. 

The  Chairman.  Yes ;  the  railroads  buy  them  and  we  pay  for  them. 

Mr.  Gates.  Yes. 

The  Chairman.  From  the  standpoint  of  the  people,  who  pay  for 
the  rails,  which  condition  is  better? 

Mr.  Gates.  Now,  is  not  that  a  little  far  drawn  ?  If  Mr.  McCrea 
wanted  to  buy  100,000  tons  of  rails,  you  patronize  the  Pennsylvania 
Railroad,  ana  you  are  one  of  the  men  who  contribute  to  its  support? 
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The  Chatrman.  Yes. 

Mr.  Gates.  You  do  not  think  that  Mr.  McCrea  would  come  and 
talk  to  you  about  buying  those  rails? 

The  Chaibman.  No. 

Mr.  Gates.  If  Mr.  McCrea  wanted  to  buy  100,000  tons  or  200,000 
ions  of  rails,  he  would  buy  them  as  well  as  he  could  ? 

The  Chatrman.  Yes. 

Mr.  Gates.  In  other  words,  if  he  did  not  want  to  buy  any  in  1911 
or  1912,  he  would  want  to  see  prices  as  high  as  possible.  So  that  each 
case  is  an  individual  case,  and  it  seems  to  me  has  to  be  treated  in 
that  line. 

The  Chatbmak.  Take  other  articles  of  manufacture ;  in  your  opin- 
ion, is  it  industrially  wise  to  maintain  the  price  at  a  fixed  point  or 
to  allow  the  price  to  oscillate  with  the  capacity  of  the  producer  to  pay, 
and  other  conditions? 

Mr.  Gates.  You  know  my  position  is  well  known  in  the  iron  and 
steel  trade. 

The  Chairman.  That  is  what  I  want  to  get,  your  positicm. 

Mr.  Gates.  I  have  been  an  advocate  of  open  shop  tor  a  great  many 

2 ears,  and  am  to-day.  I  do  not  assume  to  speak  for  all  my  col- 
lagues ;  I  only  assume  to  give  you  my  personal  views. 

The  Chairman,  That  is  what  I  want  to  get. 

Mr.  Gates.  They  are  open  shop. 

The  Chairman.  By  that  you  mean 

Mr.  Gates.  Survival  of  the  fittest. 

The  Chair3ian  (continuing).  Unrestrained  competition? 

Mr.  Gates.  Survival  of  the  fittest. 

The  Chairman.  That  condition  does  not  exist  at  the  present  time, 
I  believe  ? 

Mr.  Gates.  I  do  not  think  it  does. 

The  Chairman.  Well,  to  what  extent  ? 

Mr.  Gates.  What?    That  it  is  open  shop? 

The  Chairman.  What  per  cent  of  the  steel  industry  is  open  shop 
to-day  ? 

Ifc.  Gates.  To-day  ?    I  should  say  100,  except  rails. 

The  Chairman.  Except  what  ? 

Mr.  Gates.  Except  rails.    Open  shop  means  open  market. 

The  Chairman.  Take  the  wire  fencing,  or  woven  wire. 

Mr.  Gates.  I  do  not  think  there  is  any  agreement  as  to  what  shall 
be  done  in  wire  fencing  or  wire  nails  or  woven  wire  or  blooms  or 
billets  or  ingots  or  anvthing  else. 

The  Chairman.  Ta'ke  woven  wire.  You  say  the  profit  in  that  busi- 
ness is  about  60per  cent? 

Mr.  Gates.  Woven  wire? 

The  Chairman.  Yes. 

Mr.  Gates.  Woven  wire,  I  should  say,  was  40  to  50  per  cent ;  but 
that  is  sold  by  advertising,  by  personal  work.  Men  do  not  order  a 
carload  of  woven- wire  fencing  simply  because  they  know  that  a  man 
makes  it.  They  order  a  carload  ox  nails  because  nails  are  nails,  and 
l^rbed  wire  is  barbed  wire.  Each  man  for  his  specialty  claims  that 
he  makes  it  better  than  others. 

The  Chairman.  And  they  make  a  profit  of  40  or  50  per  cent  on 
woven  wire  ?    Who  sells  that  woven  wire  ? 

Mr.  GATEa  For  the  corporation,  there  is  one  concern. 
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Mr.  Young.  What? 

Mr.  Gates.  One  concern,  who  are  the  agents  of  the  corporation  in 
the  State  of  Texas,  of  which  the  name  is  Tufts  and  somebody.  Tufts 
used  to  travel  for  me.  They  sell  the  product  of  the  corporation,  na 
matter  what  that  product  may  be,  I  think. 

The  Chaibman,  What  per  cent  of  the  woven  wire  do  they  sell  in 
Texas;  what  per  cent  of  the  total  consumption  is  sold  by^  them? 

Mr.  Gates.  I  should  say,  in  general  figures,  they  sold  in  the  general 
product"  of  wire  sold  in  Texas  from  60  to  75  per  cent. 

The  Chaibman.  Does  their  price  govern? 

Mr.  Gates.  It  governs  as  far  as  their  individual  operations  are 
concerned.  I  think  the  others  are  open  shop,  selling  at  the  best 
prices. 

The  Chairman.  Does  not  the  open-shop  fellow  sell  at  the  same 
price,  practically,  as  the  corporation  sells  at  ? 

Mr.  Gates.  Not  necessarily. 

The  Chairman.  Not  necessarily;  but  is  it  not  practically  so? 

Mr.  Gates.  No;  I  think  not.  I  have  occasionally  bought  some  of 
these  products  in  Texas,  and  I  write  to  the  Pittsburg  mre  Co.  and 
the  Pittsburg  Steel  Co.  and  the  corporation,  and  I  generally  get  a 
lower  price  n'om  one  of  the  outside  concerns.  The  prices  are  not  the 
same,  by  any  means. 

The  Chairman.  What  is  the  difference  of  price  between  these  out- 
side concerns  aaid  the  corporation? 

Mr.  Gates.  I  do  not  know.    They  vary. 

The  Chairman.  Is  it  material  ? 

Mr.  Gates.  Oh,  yes.  I  do  not  know  what  you  call  material.  I 
would  say  10  cents  a  keg  on  nails  would  be  material.  Five  hundred 
kegs  of  nails  in  a  car  would  be  $50  difference. 

The  Chairman.  You  do  not  mean  to  say  that  the  independent 
manufacturer  undersells  5  or  10  cents  a  keg,  say,  on  nails,  the  cor- 
poration as  a  rule  when  the  corporation  has  75  or  80  per  cent  of 
the  business  ? 

Mr.  Gates.  Well,  they  are  very  apt  to. 

The  Chairman.  How  does  he  hold  his  business,  then? 

Mr.  Gates.  How  does  who  hold  it? 

The  Chairman.  The  corporation,  if  the  other  fellow  is  underselling 
it  10  cents  a  keg  on  nails.  Why  does  not  the  other  fellow  get  the 
business,  who  sefls  cheaper? 

Mr.  Gates.  The  corporation  makes  a  pretty  full  line  of  goods,  and 
I  do  not  know  that  there  is  such  a  thing  as  coercion,  but  I  could  see 
where  it  would  be  possible  for  the  corporation's  agent  to  say,  "If 
you  do  not  buy  your  woven-wire  fence  from  me,  when  you  want  some 
electric  wire  I  will  make  you  pay  for  it,"  or  something  that  the  other 
fellow  does  not  make.  Ifow,  I  do  not  know  that  that  is  true,  but  I 
can  see  where  they  could  put  the  screws  to  them,  so  to  speak,  in 
certain  lines  which  the  other  people  do  not  make. 

The  Chairman.  In  his  testimony  before  the  Ways  and  Means  Com- 
mittee— I  quote  from  an  entry — Sir.  Gary  was  asked  if  the  United 
States  Steel  Corporation  chose  so  to  do  they  could,  through  the  exor- 
cise of  the  control  that  they  have  over  ore,  the  sale  of  ore,  and  of 
common  carriers,  put  all  competitors  out  of  business  by  instituting  a 
severely  competitive  business. 

Mr.  Gates.  Did  Gary  make  that  statement? 
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The  Chairman.  He  was  asked  that  question,  and  he  admitted  he 
thought  they  could. 

Mr.  Gates.  I  do  not  think  they  could. 

The  Chairman.  For  instance,  where  do  you  get  your  ores  now,  Mr. 
Oates? 

Mr.  Gates.  Mine  them. 

The  Chairman.  Suppose  you  did  not  have  mines*  Quite  a  num- 
ber, like  the.  Lackawanna  and  quite  a  number  of  those  other  com- 
panies in  Pennsylvania 

Mr.  Gates.  They  all  have  them. 

The  Chairman  (continuing).  They  get  their  ores  from  the  Supe- 
rior region? 

Mr.  Gates.  All  the  important  concerns  that  I  know  in  the  iron  and 
steel  business  own  a  certain  portion  of  the  ore  that  they  use. 

The  Chairman.  A  certain  portion  of  it  ? 

Mr.  Gates.  Some  might  own  100  per  cent.  In  the  case  of  the  Re- 
public, we  are  sellers  of  50  per  cent. 

The  Chairman.  The  Republic  is  down  in  that  Tennessee  coal  and 
iron  region,  is  it  not? 

Mr.  Gates.  Yes. 

The  Chairman,  Outside  of  that  region,  where  does  the  Lacka- 
wanna get  its  ore? 

Mr.  Gates.  Now,  do  you  think  it  is  fair  to  question  me  concerning 
the  Lackawanna? 

The  Chairman.  I  will  not  insist  on  an  answer.  I  thought  it  was  a 
matter  of  general  knowledge.  You  need  not  answer  if  you  do  not 
•care  to. 

Mr.  Gates.  They  have  ore  mines,  the  Lackawanna. 

The  Chairman.  Do  you  know  where  their  ores  are  located  ? 

Mr.  Gates.  They  own  the  Brotherton  and  half  a  dozen  other  mines. 

The  Chairman.  Where  do  they  ship  from  ? 

Mr.  Gates.  Their  point  of  shipment  is  generallj  Lake  Superior. 

The  Chairman.  Tne  principal  points  from  which  ores  are  secured 
in  this  country  are  in  the  Lake  Superior  region  and  in  this  Alabama 
region,  are  they  not  ? 

Mr.  Gates.  There  are  a  good  many  ores  come  in  from  Cuba. 

The  Chairman.  But  I  am  speaking  about  ores  in  this  country. 

Mr.  Gates.  There  are  a  good  many  ores  come  in  from  Michigan. 
Then  we  are  interested  in  Canadian  ore  properties  in  Canada  that 
bring  them  in;  and  then  there  is  a  verv  large  ore  property  at  Fort 
Henry,  N.  Y.,  that  produces  about  a  million  tons^  of  ore  a  year. 

The  Chairman.  The  great  ore  region,  though,  is  the  Lake  Superior 
region?  That  is  the  region,  outside  of  southern  ores,  from  which 
these  high-grade  ores  all  come? 

Mr.  Gates.  That  is  the  great  source  of  Bessemer  ores. 

The  Chairman.  Suppose  you  need  Bessemer  ores  and  you  are  inde- 
pendent, as  these  people  do.  Even  if  they  own  ores  in  the  Lake 
Superior  region,  how  are  those  ores  carried  from  the  point  where 
they  are  mined  to  the  point  where  they  are  converted  ? 

Mr.  Gates.  It  is  fair  to  suppose  that  two-thirds  of  that  ore  is  car- 
ried over  the  railroads  owned  by  the  corporation. 

The  Chairman.  And  as  I  understand  you  to  say,  they  charge  you 
about 

Mr.  Gates.  A  cent  a  ton  a  mile. 
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The  Chairman  (continuing).  A  cent  a  ton  a  mile,  and  that 
amounts  to  about  80  cents  a  ton  ? 

Mr.  Gates.  Yes. 

The  Chairman.  If  they  chose  to  make  that  charge  to  you  $1.80  a 
ton  a  mile,  you  would  have  no  escape? 

Mr.  Gates.  I  do  not  suppose  we  would,  if  the  Interstate  Commerce 
Commission  allowed  it. 

The  Chairman.  If  the  Government  stood  oflf  and  gave  the  United 
States  Steel  Corporation  a  free  hand,  either  on  its  ores  or  its  trans- 
portation facilities,  it  could  make  you  pay  what  it  pleased  for  your 
ores? 

Mr.  Gates.  I  could  conceive  a  point  where  they  could  drive  us  out 
of  business  if  the  Interstate  Commerce  Commission  or  something 
else  did. not  prevent  it. 

The  Chairman.  We  thank  the  Lord  that  it  is  doing  business  at 
the  same  old  stand ;  but  assume  that  it  is  not? 

Mr.  Gates.  That  freight  rate  has  been  very  stable,  Mr.  Chairman. 

The  Chairman.  Yes;  fortunately. 

Mr.  Gates.  It  has  not  changed  in  20  years. 

The  Chairman.  It  mi^ht  change  for  the  better.  But,  now,  is  it 
not  true,  Mr.  Gates,  that  it  is  a  fact  that  in  a  business  enterprise,  or 
with  business  men,  the  knowledge  that  a  concern  can  exercise  a  power 
renders  the  exercise  of  that  power  unnecessary  in  order  to  secure  its 
will — ^its  purpose  ?    Is  not  that  true  ? 

Mr.  Gates.  Well,  your  question  is  so  long  that  I  kind  of  lose  the 
thread  of  it. 

The  Chairman.  This  power  of  which  you  speak — ^this  potential 
power  to  drive  the  independent  out  of  business  if  they  choose  to — 
does  not  the  realization  of  that  fact  on  the  part  of  all  independent 
concerns  tend  to  prevent  them  from  putting  these  people  to  trie  testt 

Mr.  Gates.  The  answer  is — or,  rather,  my  answer  would  be — ^that 
the  independents  believe  that  the  law  of  equity  still  exists  in  the 
land.    That  would  be  my  answer. 

The  Chairman.  Yes;  it  does,  I  hope.  In  other  words,  you  trust 
to  the  Government  to  protect  you  from  a  still  further  abuse  of  this 
power  that  they  possess  ? 

Mr.  Gates.  You  take  it  at  the  north  end  of  the  lakes,  the  Great 
Northern  Sailroad  in  eastern  Minnesota,  I  presume  Mr.  Hill  would 
tell  you  that  80-cent  rate  was  a  reasonable  rate.  He  is  not  in  the 
iron  and  steel  business,  but  he  is  in  the  transportation  of  ore.  •  I  have 
a  right  to  assume,  I  think,  that  Mr.  Hill  would  like  to  continue  ta 
get  80  cents  for  hauling  tnat  ore,  and  that  he  will  not  voluntarily 
reduce  his  rate  below  80  cents. 

The  Chairman.  Now,  suppose  that  Mr.  Gary  gave  a  big  dinner, 
to  which  all  of  the  manuiacturers  of  steel — those  at  the  head  of 
great  concerns — ^were  invited,  and  in  the  course  of  the  delightful 
evening  he  would  very  courteously  suggest  that  such  and  such  a  price 
was  equitable  and  fair  to  all  parties  concerned  for  rails  or  billets — 
I  know  but  little  about  these  things— or  nails,  or  wire,  or  whatever 
else  you  make,  and  there  would  be  a  sinister  suggestion  in  the  course 
of  this  very  polite  address  that  if  any  man  or  any  concern  should 
be  so  unwise  as  not  to  see  the  wisdom  of  maintaining  prices  which 
he  said  were  the  best  things  for  the  country  those  who  differed  with 
him  would  be  called  upon  to  take  such  means  to  convert  him  as  were 
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formerly  used  to  convert  heretics;  would  it  not  take  a  very  daring 
man  not  to  carefully  weigh  and  consider  what  was  said  by  the  presi- 
dent of  the  United  States  Steel  Corporation  ? 

Mr.  Jones.  Mr.  Chairman,  I  object  to  that  question. 

Mr.  Gates.  I  would  like  to  ask  the  chairman  a  question.  Have 
you  a  rightj  under  the  scope  of  your  committee,  to  invite  any  people 
that  you  wish  to  attend  these  hearings?  Have  you  a  right,  unaer 
the  scope  of  your  authority  as  an  investigating  committ^,  to  sum- 
mons anvbody  here  that  you  see  fit  ? 

The  CJhairman.  Oh,  yes. 

Mr.  Gates.  Then  why  not  summons  the  people  that  attend  the 
dinners?  I  have  never  attended  one.  I  have  not  ever  attended  a 
dinner. 

The  Chairman.  I  have  not  selected  you  as  a  victim  at  all,  Mr. 
Gates.  You  occupy  the  position  simply  as  primus ;  you  are  the  first 
one  here.  There  are  quite  a  number  of  other  gentlemen  who  have 
received  intimations  that  we  would  like  to  have  them  come  here. 

Mr.  Gates.  Yes. 

The  Chairman.  And  I  will  say  to  you  frankly  that  a  question  of 
that  kind  I  think  is  strictly  legitimate  and  will  be  propounded. 
Now,  I  am  going  to  ask  you  this,  and  you  can  answer  it  in  your  own 
way,  and  I  will  make  it  a  hypothetical  c[uestion,  so  that  you  will  be 
perfectly  free.  I  am  not  trymg  to  go  into  your  personal  affairs  at 
all  or  the  affairs  of  any  concern  with  which  you  are  connected.  We 
are  investigating  the  United  States  Steel  Corporation,  and  that  alone, 
and  those  that  have  affiliations  and  associations  with  it ;  but  if  you 
were  a  maker  of  tin  plate,  and  you  made  10  per  cent  on  the  tin  plate, 
and  you  used  the  transportation  facilities  or  the  ores,  or  both,  of  the 
United  States  Steel  Corporation,  you  got  your  ores  from  them  up 
there  in  the  Lake^  Superior  region  for  making  the  iron  part  of  it, 
and  they  shipped  it.  and  you  found  that  you  could  sell  that  plate  at 
a  reduction  below  tne  price  charged  by  the  United  States  Steel  Cor- 
poration and  make  a  handsome  profit,  and  you  should  start  to  do  it. 
and  the  suggestion  were  made  to  you  as  a  manufacturer  of  tin  plate 
that  if  you  persisted  in  this  pernicious  course— ncutting  established 
rates— tney  would  take  cognizance  of  that  rate  in  the  price  of  ore 
and  in  the  cost  of  transportation  and  exercise  such  other  authority 
as  they  possessed  by  reason  of  these  superior  advantages — if  that 
suggestion  were  maae  to  you  as  a  manufacturer,  would  it  or  not  have 
weight? 

Mr.  Gates.  I  should  consider  it  a  bluff. 

The  Chairman.  Consider  it  a  what? 

Mr.  Gates.  I  should  consider  it  a  Wuff. 

The  Chairman.  And  yet  you  know  that  they  could  exercise  that 
power? 

Mr.  Gates.  Well,  there  is  a  law  of  equity  in  the  land.  They  can 
not  charge  me  one  rate  for  hauling  ore  and  the  other  fellow  another. 
And  if  Ihave  got  the  money,  I  can  buy  the  raw  material  as  cheap  as 
any  of  them.  That  would  not  deter  me  a  particle  if  I  was  cutting 
the  price.  I  would  keep  right  on.  I  take  it  that  the  officer  of  any 
corporation  is  amenable  only  to  his  stockholders  and  not  to  the  Steel 
Corporation.  ^ 

The  Chairman.  In  law,  certainly. 
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Mr.  Gates.  In  the  first  place,  I  do  not  believe  that  the  Steel  Cor- 
poration would  make  any  such  threats;  and  in  the  next  place,  if  they 
did,  I  do  not  believe  any  man  would  pay  any  attention  to  them, 

Mr.  Young.  Mr.  Gates,  do  you  think  that  the  Steel  Corporation 
has  any  advantage,  for  instance,  over  your  company  through  its  ore 
ownership  as  compared  with  your  ore  ownership? 

Mr.  Gates.  We  are  sellers  of  ore  and  they  are  sellers  of  ore. 

Mr.  Young.  Do  you  think  the  Steel  Corporation  has  any  advan- 
tage over  the  Lackawanna  through  its  ore  ownership  as  compared 
with  their  ore  ownership  ? 

Mr.  Gates.  I  have  not  looked  into  the  Lackawanna's  mines  care- 
fully. I  do  not  know  what  their  mining  conditions  are,  or  what  their 
costs  are. 

Mr.  Young.  Do  you  think  they  have  any  advantage  over  Jones  & 
Laughlin  ? 

Mr.  Gates.  Jones  &  Laughlin  seem  to  have  been  running  right 
along,  and  have  been  for  30  years. 

Mr.  Young.  They  are  large  owners  and  producers  of  ore? 

Mr.  Gates.  Yes. 

Mr.  Young.  You  said  something  about  the  freights.  Are  jou 
familiar  with  the  Michigan  ore  district — the  Marquette,  Menommee 
&  Gogebic,  and  so  forth? 

Mr.  Gates.  Yes ;  I  have  operated  all  through  there. 

Mr.  Young.  The  railroads  there  are  all  mdependent  roads;  are 
they  not? 

Mr.  Gates.  Yes.  The  freight  rates  on  the  Marquette,  Menominee 
&  Gogebic  are  nearly  all  St.  Paul  &  Northwestern. 

Mr.  Young.  And  the  Duluth  South  Shore  ? 

Mr.  Gates.  The  Duluth  South  Shore  do  some,  but  not  very  much. 

Mr.  YouNa  How  do  those  rates  on  ore  compare  with  those  in 
Minnesota  ? 

Mr.  Gates.  They  are  lower.    The  Minnesota  rates  are  higher. 

Mr.  Young.  Do  you  mean  more  for  the  same  service,  or 

Mr.  Gates.  In  the  case  of  the  Menominee,  Marquette  &  Gogebic 
Range,  the  haul  is  shorter  and  the  rate  lower. 

Mr.  Young.  Do  you  know  what  the  rate  is  from  Ishpeming  and 
Negaunee  to  Marquette,  on  the  South  Shore? 

Mr.  Gates.  I  do  not  know,  but  somewhere  from  30  to  40  cents,  I 
think. 

Mr.  Young.  Thirty-two  cents,  I  think.  That  is  a  distance  of  15 
miles,  is  it  not  ? 

Mr.  Gates. 'Well,  yes;  but  when  you  get  coupled  on  you  might  as 
well  go  60  as  15.  It  does  not  amount  to  much,  you  know — the  dif- 
ference in  mileage. 

Mr.  Young.  Yes;  but  this  is  what  I  want  to  get  at:  Would  you 
regard  the  rate  of  32  cents  for  15  miles  as  higher  or  lower  than  the 
rate  of  80  cents  for  80  miles? 

Mr.  Gates.  Oh,  I  would  regard  it  as  lower. 

Mr.  Young.  Lower? 

Mr.  Gates.  Very  much. 

Mr.  Young.  So  you  think  that  where  the  independents  have  access 
to  these  independent  roads,  thSy  get  a  somewhat  lower  rail  rate  than 
they  do  over  the  roads  controlled  by  the  Steel  Corporation  ? 

Mr.  Gates.  I  think  that  is  true ;  yes,  sir. 
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Mr.  Yoimo,  That  was  true  long  before  the  Steel  Corporation  was 
ormnized  as  to  these  particular  roads;  was  it  not? 

Mr.  Gates.  Yes  and  no.  The  supposition  was  that  there  was  some 
monkeying  going  on  in  freight  rates  before  the  corporation  acquired 
the  Duluth,  Missabe  &  Northern  and  the  Duluth  &  Iron  Kange,  by 
way  of  dock  charges  and  favoritism  of  various  kinds.  I  do  not  know 
that  it  was  true,  but  that  was  the  rumor. 

Mr.  Young.  You  do  not  know  whether  it  was  or  not? 

Mr.  Gates.  No  ;  I  say  I  do  not  know  that  it  was  true,  but  that  was 
rumored. 

Mr.  Young.  But  the  published  rates — the  rates  the  public  knew  of? 

Mr.  Gates.  Well,  you  want  to  remember  this :  The  Missabe  Range 
was  practically  not  opened  up  until  1894  or  1895. 

Mr.  Young.  Yes ;  I  know. 

Mr.  Gates.  It  was  a  new  proposition ;  1894  and  1895  saw  the  open- 
ing, and  1901  saw  the  corporation  take  it  over. 

Mr.  Young.  Yes;  and  it  had  run  six  or  seven  years? 

Mr.  Gates.  Yes;  five  to  seven — something  like  that.  The  independ- 
ents were  kicldng  at  that  time  about  the  high  freight  rates,  the  same 
as  they  are  kicking  now. 

Mr.  Young.  I  have  a  little  mine  myself  up  in  there,  and  I  remem- 
ber the  situation. 

Mr.  Gates.  You  probably  asked  them  for  lower  freight  rates  on  the 
Vermilion. 

^  Mr.  Young.  On  the  Vermilion,  not  on  the  Missabe.  But  the  pub- 
lished rate — ^the  public  rate — was  as  high  then  as  it  has  been  since, 
was  it  not? 

Mr.  GATEa  Yes. 

Mr.  Young.  Do  you  know  of  any  instances  in  which  rebates  were 
given  on  those  roa(&? 

Mr.  Gates.  I  can  not  say  that  I  do. 

Mr.  Young.  Now,  I  want  to  ask  you  another  question  or  two,  and 
you  may  do  as  you  please  about  answering.  But  I  wish  to  say  in  the 
first  place  that  I  am  not  trying  to  inquire  into  the  affairs  of  your  cor- 
poration. It  is  based  on  something  I  understood  you  to  say.  I  want 
to  ask  you  if,  now  or  at  any  time,  there  has  been  any  agreement  or 
understanding  between  your  company  and  the  Steel  Corporation  as 
to  the  fixing  of  prices? 

Mr.  Gates.  I  assumed  that  possibly  I  might  be  asked  that  question. 
Therefore,  day  before  yesterday,  I  never  having  had  any  part  in  any 
agreements,  I  wrote  the  chairman  of  our  company  and  asked  him  if 
we  were  in  any  agreement  of  any  kind,  shape,  or  nature,  and  he  in- 
formed me  we  were  not. 

Mr.  YouNa  Have  you  ever  been,  to  your  knowledge? 

Mr.  Gates.  To  my  knowledge  personally,  no,  sir;  1  never  had  any- 
thing to  do  with  any  agreements. 

Mr.  Young.  What  is  your  position  in  the  Republic  Iron  & 
Steel  Co.? 

Mr.  Gates.  A  director  and  a  member  of  the  executive  committee. 

Mr.  Young.  The  largest  owner  of  its  stock  ? 

Mr.  Gates.  Are  you  asking  this  for  taxable  purposes? 

Mr.  Young.  Oh,  no. 

Mr.  Gates.  I  decline  to  answer. 
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Mr.  Young.  Very  well.  I  simply  wanted  to  know  if  you  were  in  a 
position  to  control  the  policy  of  this  company.  I  will  ask  you  that 
question. 

Mr.  Gates.  I  have  a  voice  in  its  control. 

Mr.  Young.  That  is  aU. 

Mr.  McGiLUCUDDT.  Mr.  Qates,  let  me  ask  ^ou,  for  information,  is 
it  true  that  the  United  States  Steel  Corporation  is  purely  a  holding 
company  ? 

Mr.  Gates.  Yes,  sir. 

Mr.  McGiLLicuDDY.  Not  an  operating  company  at  all  ? 

Mr.  Gates.  It  does  not  operate  any. 

Mr.  McGiLLicuDDY.  How  many  component  subsidiary  operating 
and  manufacturing  companies  are  there  under  the  holding  company! 

Mr.  Gates.  I  answered  this  morning  that  I  thought  there  were  11 
or  12. 

Mr.  McGn-LicuDDY.  Are  they  engaged  in  the  manufacture  of  dif- 
ferent kinds  of  products  or  the  same? 

Mr.  Gates.  Some  different,  and  some  identical. 

Mr.  McGiLLicuDY.  I  suppose  some  of  those  11  or  12  different 
corporations  are  able  at  times  to  manufacture  their  products  at 
lower  cost  than  at  other  times? 

Mr.  Gates.  Yes. 

Mr.  McGn^ucuDDY.  And  some  of  them  manufacture,  perhaps,  at 
a  loss  at  certain  times,  and  others  at  a  very  large  profit,  or  at  a  large 
profit?    That  is  true,  is  it? 

Mr;  Gates.  It  may  be;  yes. 

Mr.  McGiLMCuDDY.  Who  controls  the  prices  at  which  each  of 
those  subsidiary  companies  puts  its  products  on  the  market  for 
the  public — ^the  manufacturing  corporation  or  the  Steel  Corporation, 
the  controlling  company? 

Mr.  Gates.  1  do  not  know. 

Mr.  McGiLLicuDDY.  Who  does  know? 

Mr.  Gates.  Gary,  Corey,  Schwab,  and  Farrell. 

Mr.  McGiLLicuDDY.  You  have  no  personal  information  about  it? 

Mr.  Gates.  No,  sir. 

Mr.  McGillicuddy.  You  can  not  ffive  us  any  light  on  that  subject? 

Mr.  Gates.  I  could  guess,  but  I  do  not  care  to. 

Mr.  McGiLLicuDDY.  Will  you  please  tell  us  what  you  do  know 
about  it? 

Mr.  Gates.  I  do  not  know.  You  are  asking  me  what  I  know.  I 
do  not  know  anything  about  it. 

Mr.  McGiLLicuDDY.  What  information  have  you  about  it?  You 
said  you  could  guess.  I  assume  you  have  some  basis  upon  which 
to  guess. 

Mr.  Gates.  I  said  I  could  guess,  but  I  did  not  want  to.  So  could 
you  guess. 

Mr.  McGnucuDDY.  No;  I  could  not. 

Mr.  Gates.  If  you  were  at  the  head  of  the  United  States  Steel 
Corporation,  and  had  12  corporations  under  you,  would  you  allow 
one  corporation  to  lose  money  continuallv? 

Mr.  McGiLiJCUDDY.  Well,  that  is  what  1  want  to  know. 

Mr.  Gates,  I  ask  you  that  question — would  you  do  it  ?  If  you  were 
at  the  head  of  the  United  States  Steel  Corporation,  and  one"^  of  your 
corporations  was  losing  $10,000  a  day,  would  you,  as  the  head  of 


UNITED  STATES  STEEL  GOBPORATION.  59 

that  corporation,  call  up  the  manager  and  say,  "  You  have  got  to 
get  better  prices,  or  I  will  get  a  new  manager  ? "    Would  not  you  do 

Mr.  MgGilucuddy.  I  understand  what  you  mean.  That  is  just 
what  I  want  to  know — ^whether  one  company  among  these  subsidiary 
companies  has  to  make  up  the  loss  that  some  other  company  sustains 
temporarily  ? 

Mr.  Gates.  I  would  get  the  auditor  of  the  United  States  Steel 
Corporation  down  here.  That  is  a  complicated  question,  and  it  is  a 
very  fair  one  for  you  to  ask,  but  it  would  be  a  very  unfair  one  for 
me  to  attempt  to  answer.  I  would  get  the  general  auditor  of  the 
Steel  Corporation  down  here. 

Mr.  McGn-LicuDDY.  I  did  not  know  but  what  you  knew. 

Mr.  Gates.  Put  that  question  to  him.    No:  I  do  not. 

Mr.  McGiLLicuDDY.  What  benefit  is  it  to  nave  this  holding  com- 
pany, if  it  does  not  control  the  matter  of  prices?    What  is  it  for? 

Mr.  Gates.  That  is  something  you  will  have  to  get  from  the  cor- 
poration themselves. 

Mr.  McGiLLicuDDY.  You  helped  to  organize  it;  did  you  not? 

Mr.  Gates.  Oh,  yes;  I  helped  to  organize  it,  and  got  a  little  stock 
in  it — ^not  very  much. 

Mr.  McGiLMCUDDY.  What  was  your  purpose  in  organizing  it,  ex- 
cent  that  it  would  control  prices  in^he  V*at  has  feen  su|gested? 

Mr.  Gates.  To  convert  a  lot  of  doubtful  assets  into  cash — which  I 
have  succeeded  in  doing. 

Mr.  McGxiJiicuDDY.  And  how  did  you  propose  to  convert  doubtful 
assets  into  real  assets  by  a  mere  fiction  of  law? 

Mr.  Gates.  Because  1  was  aware  of  the  fact  that  there  would  be 
a  big  market  for  corporation  shares,  and  that  if  I  wanted  to  sell  them 
I  could. 

Mr.  McGiLUCUDDY.  Based  upon  what? 

Mr.  Gates.  Based  upon  the  broad  market  for  them. 

Mr.  McGn-LiouDDY.  That  would  be  created  because  of  the  gentle- 
men connected  with  that  corporation? 

Mr.  Gates.  Yes. 

Mr.  McGiLLicuDDY.  That  is  all. 

(The  committee  thereupon  adjourned.) 
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Committee  on  Investigation  of 

United  States  Steel  Corporation, 

House  of  Representatives, 

Thursday,  June  1, 1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

Mr.  R.  V.  LiNDABURY.  I  desire  the  permission  of  the  committee 
to  appear  for  the  United  States  Steel  Corporation. 

The  Chairman.  Certainly.  You  have  oeen  advised  of  the  resolu- 
tion passed  by  the  committee? 

Mr.  LiNDABURY.  Yes,  sir;  you  were  kind  enough  to  give  me  a 
copy  of  it. 

STATEMEV T  OF  MB.  ELBEBT  H.  GABT. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Judge  Gary,  you  are  holding  a  position  with  the 
United  States  Steel  Corporation? 

Mr.  Gary.  I  am  chairman  of  the  board  of  directors,  chairman  of 
the  finance  committee,  and  the  chief  executive  officer  of  the  corpo- 
ration. 

The  Chairman.  The  United  States  Steel  Corporation,  I  beheve, 
is  a  holding  company  ? 

Mr.  Gary.  It  is. 

The  Chairman.  Can  you  be  a  member  of  the  board  of  directors 
and  also  a  director  in  the  subsidiary  companies  \ 

Mr.  Gary.  Yes. 

The  Chairman.  You  are  a  director  in  several  concerns  besides 
being  a  director  in  the  United  States  Steel  Corporation  % 

Mr.  Gary.  I  am. 

The  Chairman.  Are  you  a  director  in  the  American  Bridge  Co.,  or 
is  that  companv  still  in  existence  ? 

Mr.  Gary.  Yes,  sir. 

The  Chairman.  It  is  one  of  the  subsidiary  companies  of  the  United 
States  Steel  Corporation  ? 

Mr.  Gary.  It  is. 

The  Chairman.  One  of  the  nine  companies  or  such  number  that 
were  originally  formed  into  the  United  States  Steel  Corporation  ? 

Mr.  Gary.  It  was  one  of  the  principal  companies. 

The  Chairman.  TVas  that  company  ever  at  any  time  an  independ- 
ent and  actively  competing  company  with  other  companies  in  like 
products? 

Mr.  Gary.  I  suppose  you  refer  to  any  other  of  the  subsidiary  com- 
panies? 
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The  Chairman.  Yes,  sir.  Did  it  ever  compete  with  the  subsidiary 
companies  and  with  other  companies  making  like  products  in  the 
United  States  ? 

Mr.  Gary.  I  do  not  think  it  was  a  competitor. 

The  Chairman.  It  is  not  now  a  competitor  of  any  of  the  subsidiary 
coinpanies  ? 

Mr.  Gary.  It  is  not. 

The  Chairman.  You  say  that  it  was  never  a  competitor  of  any  of 
the  companies  ? 

Mr.  Gary.  I  perhaps  should  modify  my  last  statement  in  a  slight 
particular.  The  Illinois  Steel  Co.  is  the  owner  of  a  small  plant  in 
Chicago  which  has  a  structural  business  of  not  very  great  importance, 
and  to  that  extent,  you  might  say,  the  Bridge  Co.  was  a  competitor 
and  still  is  a  competitor,  although  the  territories  and  the  class  of 
business  make  them  perhaps  practically  noncompetitive  and  always 
did.     I  would  hardly  think  that  you  could  consider  them  competitors. 

The  Chairman.  What  is  the  capitalization  of  the  stock  and  bonds 
of  the  American  Bridge  Co.  ? 

Mr.  Gary.  I  will  have  to  refresh  my  recollection.  I  think,  perhaps, 
I  could  do  so. 

At  the  time  of  the  organization  of  the  United  States  Steel  Corpo- 
ration the  capitalization  of  the  American  Bridge  Co.  was  $31,393,S00 
preferred  and  $30,950,800  of  common  stock.  There  were  no  bonds. 
Since  the  time  of  the  organization  of  the  United  States  Steel  Corpo- 
ration that  ca])italization  has  been  reduced .  I  can  not  at  this  moment 
give  you  the  figures  of  the  present  capitalization. 

The  Chairman.  Are  vou  a  director  in  the  American  Sheet  &  Tin 
Plate  Co.  ? 

Mr.  Gary.  I  am. 

The  Chairman.  Is  that  a  subsidiarv^  companv  of  the  United  States 
Steel  Corporation? 

Mr.  Gary.  It  is. 

The  Chairman.  Was  that  company  ever  at  any  time  a  competitor 
of  the  other  concerns  that  were  merged  into  the  United  States  Steel 
Corporation  ? 

Air.  Gary.  You  say  '^merged."  You  mean  any  of  the  other  sub- 
sidiary companies  ? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  It  was  not,  I  think. 

The  Chairman.  It  never  competed  with  other  concerns  making 
like  products  ? 

Mr.  Gary.  I  think  not. 

The  Chairman.  What  prevented  its  competition  with  other  con- 
cerns prior  to  the  time  of  becoming  a  subsidiary  of  the  United  States 
Steel  Corporation  ? 

Mr.  Gary.  Its  products  were  different. 

The  Chairman.  At  the  time  that  the  American  Sheet  &  Tin  Plate 
Co.  became  a  subsidiary  of  the  United  States  Steel  Corporation,  it 
then  manufactured  practically  the  entire  output  of  tin  plate  and  sim- 
ilar products  in  the  United  States  ? 

Mr.  Gary.  It  manufactured  a  large  percentage  of  tin  plate  and 
possibly  it  manufactured  some  sheets  for  sale,  and  if  so,  to  that  extent 
it  was  a  competitor  of  the  American  Sheet  &  Steel  Co.,  if  that  was  the 
technical  name.     I  think  I  have  a  statement  which  will  furnish  to  the 
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committee  information  concerning  what  competition,  if  any,  existed 
between  the  different  companies,  and  I  woulcl  be  very  willing  to  give 
that  information,  or  any  information  I  can,  of  course.  I  would  fike, 
however,  to  say  in  explanation  of  that  subject  that  the  mere  fact 
that  two  different  companies  may  be  manufacturing  the  same  product 
does  not  necessariljr  make  them  from  a  business  standpoint  competi- 
tors because  of  their  different  locations  and  the  different  territory 
served,  and  all  that  sort  of  thing,  whicli  you  can  readily  understand. 

The  Chairman.  That  is  manifestly  true,  Jud^e  ? 

Are  you  a  director  in  the  American  Steel  &  Wire  Co.  ? 

Mr.  Gary.  Yes,  sir. 

The  Chairman.  Was  that  company  ever  an  independent  and  dis- 
tinct concern  before  it  became  a  subsidiary  company  of  the  United 
States  Steel  Corporation? 

Mr.  Gary.  It  was. 

The  Chairman.  Did  it  compete  with  other  concerns  making  steel 
and  wire  and  other  products  such  as  it  manufactured  and  sold  ? 

Mr.  Gary.  Do  you  mean  other  companies  which  became  subsidi- 
aries of  the  United  States  Steel  Corporation  ? 

The  Chairman.  Prior  to  the  time  that  it  became  a  part  of  the 
Steel  Corporation;  yes,  sir. 

Mr.  Gary.  I  thinlc  it  did  not. 

The  Chairman.  Did  it  compete  with  any  companies  prior  to  the 
time  it  became  a  subsidiary  of  the  United  States  Steel  Corporation 
in  the  making  of  nails  and  wire  and  such  other  products  as  it  manu- 
factured ? 

Mr.  Gary.  I  think  it  did. 

The  Chairman.  What  per  cent  of  the  business  did  it  control  or 
manufacture  at  the  time  it  became  a  subsidiary — I  mean  such  prod- 
ucts as  it  manufactured  ? 

Mr.  Gary.  At  the  time  of  the  organization  of  the  United  States 
Steel  Corporation  the  Wire  Co.  had  about  77  per  cent  of  the  wire- 
rod  business  of  the  country  and  had  about  68  per  cent  of  the  wire-nail 
business.     Those  are  the  base  products. 

The  Chairman.  What  was  its  capitalization,  in  stocks  and  bonds  ? 

Mr.  Gary.  I  think  $90,000,000;  $40,000,000  preferred  and  $60,- 
000,000  common. 

The  Chairman.  Are  you  a  director  in  the  Carnegie  Steel  Co.  1 

Mr.  Gary.  I  am. 

The  Chairman.  Is  that  a  subsidiary  company  of  the  United  States 
Steel  Corporation  ? 

Mr.  Gary.  It  is. 

The  Chairman.  Was  that  company  ever  at  any  time  an  independ- 
ent company  competing  with  other  companies  manufacturing  like 
products  ? 

Mr.  Gary.  It  was. 

The  Chairman.  Does  it  now  compete  with  the  other  subsidiary 
companies  of  the  United  States  Steel  Corporation  ? 

Mr.  Gary.  I  should  say  it  does,  putting  my  interpretation  on  the 
word.  I  wish  to  be  accurate,  of  course,  and  yet  I  intend  to  be  per- 
fectly frank,  of  course,  and  will  give  you  the  exact  facts,  so  that  you 
may  place  your  own  construction  upon  the  facts.  Undoubtedly  the 
sulisidiary  companies  of  the  United  States  Steel  Corporation  are  mflu- 


64  UNITED  STATES  STEEIi  CORPORATION. 

enced  and  ultimately  controlled  by  the  United  States  Steel  Corpora- 
tion, because  it  is  the  owner  of  their  stock. 

Mr.  Babtlett.  In  other  words,  the  United  States  Steel  Corpora- 
tion is  not  an  operating  company,  but  a  mere  holding  company  t 

Mr.  Gary.  That  is  true.  Now,  of  course  the  subsioiary  companies 
having  their  boards  of  directors,  respectively,  and  a  full  line  of  offi- 
cers, from  president  down,  have  the  right  and  the  power  to  act 
independently  of  the  United  States  Steel  Corporation;  tut  inasmuch 
as  the  latter  is  the  owner  of  the  securities,  you  can  see  that  if  the  con- 
duct of  a  subsidiary  company  was  antagonistic,  inimical,  it  would  be 
only  a  question  of  time  when  the  administration  would  be  changed  by 
the  owner  of  the  stock. 

The  Chairman.  The  directors  of  the  United  States  Steel  Corpora- 
tion have  power  at  any  time  they  choose  to  exercise  it  to  control  the 
policy  of  any  subsidiary  company  ? 

Mr.  Gary.  They  would  have  in  time;  perhaps  not  for  the  moment, 
for  the  reason  I  have  just  given. 

The  Chairman.  They  exercise  the  power  of  recall  ? 

Mr.  Gary.  They  exercise  the  same  power  that  the  stockholders 
in  any  corporation  have  over  the  corporation  itself.  They  may  not 
do  it  for  the  day  or  the  month,  but  when  the  election  finally  comes 
the  stock  owner  controls  the  corporation. 

Mr.  Bartlett.  They  can  exercise  the  right  of  recall  ultimately, 
but  not  at  the  time? 

Mr.  Gary.  Yes,  sir. 

Mr.  LiNDABURY.  When  the  year  comes  around. 

The  Chairman.  As  I  understand,  these  subsidiary  companies  are 
separate  l^al  entities?  They  have  boards  of  directors  and  all  the 
other  attributes  of  a  distinct  corporation  and  separate  legal  person- 
ality ? 

Mr.  Gary.  That  is  correct. 

The  Chairman.  They  have  certain  rivals  in  the  desire  to  pro- 
duce the  product  in  the  quickest  time  or  at  the  lowest  cost,  but  they 
have  an  absolutely  common  interest  ? 

Mr.  Gary.  They  have. 

The  Chairman.  The  profits  of  any  one  of  tihese  subsidiary  com- 
panies is  not  measurecl  by  its  individual  excellence,  but  by  the 
production  of  all  ? 

Mr.  Gary.  I  think  that  is  right. 

The  Chairman.  The  profits  of  each  one  of  the  subsidiary  com- 
panies goes  into  the  hands  of  the  parent  company  and  the  dividends 
are  divided  by  the  parent  company  to  each  of  the  subsidiary 
companies  ? 

Mr.  Gary.  No;  that  is  not  correct. 

The  Chairman.  My  idea  is  this:  You  declare  your  dividends  and 
other  profits  from  the  common  earnings  of  the  entire  concern,  do 
you  not  ? 

Mr.  Gary.  Mr.  Chairman,  the  earnings  of  the  subsidiary  com- 
panies, if  and  when  and  as  declared  in  dividends,  go  iato  the  treasury 
of  the  United  States  Steel  Corporation,  the  owner  of  the  securities, 
and  the  United  States  Steel  Corporation  then  being  the  possessor  and 
owner  of  these  dividends,  of  couise  disposes  of  them  as  it  sees  fit. 
The  subsidiary  companies  have  no  interest  whatever  in  the  dividends 
which  the}'  declare  after  they  have  been  declared. 
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The  Chairman.  As  I  understand  you,  the  parent  corporation  is  not 
an  operating  corporation  at  all,  but  it  gets  its  income  from  the  divi- 
denas  declared  by  the  subsidiarv  companies,  except  that  it  gets  money 
on  loans  or  things  of  that  sort  f 

*Mr.  Gary.  That  is  correct. 

The  Chairman.  Who  or  what  authority  chooses  the  officers  of  the 
subsidiary  companies  ? 

Mr.  Gary.  Tney  are,  of  course^  chosen  by  the  directors  on  the 
boards,  respectively,  of  the  subsidiary  companies,  but  nevertheless  a 
suggestion  or  recommendation  from  the  parent  companjr,  as  you  call 
it,  tne  United  States  Steel  Corporation,  would  be  recognized. 

The  CHAiRBfAN.  Who  chooses  the  directors  in  the  subsidiary  com- 
panies? 

Mr.  Gary.  Of  course  the  stockholders  of  the  subsidiary  companies 
elect  the  directors  of  those  companies,  as  in  all  cases.  I  have  already 
said  that  the  stockholder  of  these  subsidiarv  companies  is  the  United 
States  Steel  Corporation.  If  you  ask  for  the  individual,  I  suppose  I 
am  usually  the  one  who  does  that. 

Mr.  Young.  Right  there:  Is  there  some  of  the  stock  of  these  sub- 
sidiary companies  owned  by  other  parties  besides  the  United  States 
Steel  Corporation  ? 

Mr.  Gary.  That  is  true  to  a  small  extent. 

Mr.  Young.  But  never  enough  to  control  the  action  of  the  subsidiary 
companies  ? 

Mr.  Gary.  No.  There  is  not  any  doubt,  answering  your  question 
as  I  understand  it,  that  the  United  States  Steel  Corporation,  as  the 
owner  of  most  of  the  stocks  of  the  subsidiary  companies,  ultimately 
controls  t)ie  subsidiary  companies,  including  their  management  and 
their  conduct. 

The  Chairman.  Does  it  ever  occur  that  various  ones  of  these 
subsidiary  companies  manufacture  the  same  things?  For  instance, 
do  you  have  more  than  one  subsidiary  company  manufacturing  steel 
rails  ? 

Mr.  Gary.  Yes,  sir. 

The  Chairman.  Is  the  price  fixed  by  one  company  for  all  of  the 
subsidiary  companies  ? 

Mr.  Gary.  Yes,  sir;  the  mill  price  would  be  the  same,  all  things 
being  equal. 

The  Chairman.  Did  I  ask  you  for  the  capitalization,  always 
including  bonds,  of  the  Carnegie  Steel  Co.  ? 

Mr.  Gary.  You  did  not. 

The  Chairman.  I  would  like  to  have  that. 

Mr.  Gary.  At  the  time  of  the  acquisition  4 

The  Chairman.  At  the  time  of  the  acquisition. 

Mr.  Gary.  The  stock  of  the  Carnegie  Co.  amounted  to  $160,000,000. 
and  the  bonds  to  $160,000,000.  There  was  a  little  additional 
indebtedness  credited  b^r  liens  of  some  kind,  probably  on  purchases 
acquired  from  time  to  time,  unmatured  mortgages,  or  something  of 
that  sort,  not  very  important. 

The  Chairman.  Do  you  know  the  total  sum  paid  to  Mr.  Carnegie 
and  the  other  holders  of  stock  in  the  Carnegie  Steel  Co.  for  the  stock 
of  the  company  and  bonds  ? 

Mr.  Gary.  The  syndicate  which  had  charge  of  the  financing  and 
organization  of  the  United  States  Steel  Corporation  delivered  to  the 
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Carnegie  interests  $303,450,000  of  bonds,  $98,277,120  of  preferred 
stook,  and  $90,279,040  of  conunon  stock,  all  issued  by  the  United 
States  Steel  Corporation. 

The  Chaibman.  Are  you  a  director  in  the  IL  C.  Frick  Coke  Co.  ? 

Mr.  Gaby.  I  think  I  am,  Mr.  Chairman. 

The  Chaibman.  That  is  a  subsidiary  company  of  the  United  States 
Steel  Corporation  ? 

Mr.  Gaby.  No,  sir;  it  is  a  subsidiary  company  of  the  Carnegie 
Steel  Co.  I  should  correct  that  answer  somewnat.  ^  Some  time  after 
the  organization  of  the  United  States  Steel  Corporation  the  coking 
coal  properties  of  various  subsidiary  companies  were  transferred  to 
or  mei^ed  in  the  H.  C.  Frick  Coke  Co.,  and  stock  in  that  company 
for  the  relative  value  of  the  properties  turned  over  to  the  Frick  Co. 
by  the  subsidiary  companies  was  issued  to  them  in  exchange,  so 
that  the  Frick  Coke  Co.  is  owned  largely  hj  the  Carnegie  Co.,  and 
to  the  extent  I  have  indicated  by  other  subsidiary  companies  of  the 
United  States  Steel  Corporation. 

The  Chaibman.  It  was  taken  over  at  the  same  time  that  the  Car- 
neme  Co.  was  I 

Mr.  Gaby.  It  was. 

The  Chaibman.  Was  Mr.  Carnegie  a  large  holder  in  the  Coke  Co.  ? 

Mr.  Gaby.  He  was  a  large  holder.  I  think  he  owned  a  minority 
interest.     That  is  my  impression. 

The  Chaibman.  W  as  tne  sum  paid  in  cash  or  bonds  or  the  issuance 
of  stock  of  the  United  States  Steel  Corporation  to  the  former  owners 
and  holders  of  the  H.  C.  Frick  Co.  1 

Mr.  Gaby.  The  answer  I  have  given  you  includes  all  of  the  Carnegie 
interests. 

The  Chaibman.  The  figures  you  have  already  given  us  include  the 
Frick  Co.  ? 

Mr.  Gaby.  No,  sir.  The  figures  I  have  given  you  include  all  of 
the  Carnegie  interests,  which  mean  the  Carnegie  companies  and  all 
subsidiary  companies  of  the  United  States  Steel  Corporation. 

The  Chaibman.  Of  which  this  was  one  ? 

Mr.  Gaby.  Yes,  sir. 

The  Chaibman.  Were  there  any  other  companies  included  1 

Mr.  Gaby.  There  were,  of  course,  very  large  ore  interests,  the  Oliver 
Iron  Mining  Co.,  of  which  the  Carnegie  Co.  owned  five-sixths,  as  I 
remember,  the  Fittsbu^  Steamship  Co.,  having  vessels  on  the  Lakes, 
the  Bessemer  &  Lake  Erie  Railroad,  running  from  Pittsburg  to  the 
Lakes,  a  large  proportion  of  which  stock  was  owned  by  the  Carnegie 
Co.,  various  water  companies  throughout  the  coal  district,  the  nat- 
ural gas  companies  owning  large  interests,  and  quite  likeJy  others. 

The  Chaibman.  They  were  aU  properties  of  the  Carnegie  Steel  Co. 

(Ltd.)?  H     F" 

Mr.  Gaby.  I  do  not  think  that  is  quite  accurate.  The  Carnegie 
Steel  Co.  (Ltd )  owned  certain  properties,  and  afterwards  the  Car- 
negie Co.,  a  corporation,  was  formed,  and  that  corporation  took  over 
all  of  these  interests.  Some  of  them,  I  think,  were  owned  by  the 
Carnegie  Steel  Co.  (Ltd.),  and  some,  perhaps,  not.  I  can  not  be 
exactly  accurate  from  memory  in  regard  to  that,  but  I  group  the 
Carnegie  interests  in  my  general  statement. 
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The  Chairman.  Before  you  became  chairman  of  the  board  of 
directors  of  the  United  States  Steel  Corporation,  you  were  identified 
with  the  Federal  Steel  Co.,  were  you  not,  Judge  ? 

Mr.  Gary.  I  was. 

The  Chairman.  What  position  did  you  hold  under  that  company  ? 

Mr.  Gary.  President. 

The  Chairman.  It  was  a  holding  company,  was  it  not  ? 

Mr.  Gary.  It  was. 

The  Chairman.  Fashioned  after  the  same  pattern  as  the  United 
States  Steel  Corporation  ? 

Mr.  Gary.  Yes,  sir.  I  would  like  to  say  that  the  United  States 
Steel  Corporation  was  fashioned  after  the  Federal  Steel.  The  organi- 
zations were  very  much  aUke, 

The  Chairman,  The  Federal  Steel  Co.  was  the  parent  company, 
in  that  sense,  of  the  United  States  Steel  Corporation  ? 

Mr.  Gary.  It  preceded  the  United  Stated  Steel  Corporation  about 
two  and  one-hali  years. 

The  Chairman."  The  United  States  Steel  Corporation  was  in  its 
essential  attributes  fashioned  after  the  Federal  oteel  Co.  ? 

Mr.  Gary.  Of  course,  the  charters,  by-laws,  and  so  forth,  will  speak 
for  themselves,  but  I  think  I  can  answer  that  in  the  affirmative.  I 
think  the  organization  of  the  United  States  Steel  Corporation  is  sub- 
stantially like  the  organization  of  the  Federal  Steel  Co. 

The  Chairman.  "Was  the  Minnesota  Iron  Co.  a  rfubsidiary  company 
of  the  Federal  Steel  Co.  before  the  Federal  Steel  Co.  became  a  part 
of  the  United  States  Steel  Corporation  ? 

Mr.  Gary.  It  was. 

The  Chairman.  And  the  Illinois  Steel  Co.  ? 

Mr.  Gary.  It  was. 

The  Chairman.  And  the  Lorain  Steel  Co.  ? 

Mr.  Gary.  It  was. 

The  Chairman.  Were  there  any  other  companies  ? 

Mr.  Gaby.  The  Elgin,  Joliet  &  Eastern  Railroad.  Those  were  the 
principal  companies,  and  they  in  turn  were  the  owners  of  the  stocks 
of  the  various  other  companies. 

The  Chairman.  I  will  ask  you  to  state  the  character  of  these 
properties,  whether  they  were  manufacturing  concerns  or  trans- 
portation concerns,  whether  they  manufactured  finished  products  or 
were  they  holders  or  iron  ore  and  makers  of  pig  iron,  and  the  capitalizsr 
tion  of  each  one  of  these  subsidiary  companies,  including  the  stocks 
and  bonds  1 

Mr.  Gary.  The  Illinois  Steel  Co.  was  a  manufacturing  company. 
It  had  plants  at  South  Chicago,  West  Chicago,  North  Chicago,  at 
Joliet,  111.,  and  Milwaukee  or  Bay  View,  Wis.  It  was  the  owner  of 
the  Chicago,  Lake  Erie  &  Eastern  Railroad,  running  from  its  plant 
at  South  Chicago  to  a  point  in  Indiana,  and  also  had  trackage  nghts 
over  the  Chicago  &  Eastern  Illinois  into  the  coal  fields  of  Illinois  at 
Danville,  and  also  over  the  Elgin,  Joliet  &  Eastern  Railroad  from 
Chicago  to  Joliet,  and  various  other  terminal  railroads,  mostly  termi- 
nal railroads,  connected  with  the  different  plants.  It  was  the  owner 
of  the  Southwest  Connellsville  Coke  Co.,  at  Mount  Pleasant,  Pa., 
which  manufactured  coke.     It  was  also  the  owner  of  the  Eureka 
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Coal  Co.,  which  manufactured  coke  in  Pennsylvania.  It  was  the 
owner  of  some  other  coal  lands  in  Illinois  and  other  places^  and 
various  quarries  of  stone.  It  was  a  small  owner  of  iron  ore  m  Michigan 
and  the  owner  of  considerable  iron  ore  of  an  inferior  grade  in  Wiscon- 
sin, near  Milwaukee.  Its  capital  stock  was  |18;650;000,  and  $9,822,00 
bonds  or  debentures  had  been  issued  by  the  company. 

The  Minnesota  Iron  Co.  was  the  owner  of  a  very  large  body  of  iron 
ore,  located  principally  on  the  Mesaba  and  Vermilion  Eanges,  respec- 
tively, in  Mumesota.  It  owned  the  capital  stock  of  the  Dulutn  & 
Iron  Range  Railroad,  running  from  Duluth  to  Two  Harbors,  aiid 
thence  north  to  Tower,  and  from  Tower  east  to  Ely,  and  from  a  point 
below  Tower  west  on  the  Mesaba  Range.  It  was  also  the  owner  of 
the  stock  of  the  Minnesota  Steamship  Co.,  the  owner  of  a  large  number 
of  boats  on  the  Lakes.  Its  capital  stock  was  $16,500,000.  It  haa 
issued  no  bonds.  The  Duluth  &  Iron  Range  Railroad  had  issued 
bonds  to  the  extent  of  $7,731,000. 

The  Lorain  Steel  Co.  was  a  manufacturing  corporation,  manufactur- 
ing at  Lorain,  Ohio,  pig  iron,  blooms,  billets,  and  girder  rails,  and  at 
Johnstown,  Pa.,  railway  supplies.  Its  capital  stock  was  $6,000,000 
of  common  and  $3,000,000  of  preferred,  and  it  had  issued  bonds 
amoimting  to  $1,400,000. 

The  Elgin,  Joliet  &  Eastern  Railroad  is  what  is  known  as  the  outer 
belt  line.  It  runs  from  a  point  on  Lake  Michigan  about  30  miles  east 
from  Chicago,  and  runs  around  Chicago  about  the  same  distance  to 
Waukegan,  38  miles  north  of  Chicago,  and  had  a  branch  line  from 
Joliet  to  Aurora,  111.  It  was  a  line  engaged  in  general  transfer  busi- 
ness, having  connections  with  all  the  railroads  entering  Chicago,  and 
also  served  a  large  and  growmg  business  along  its  line.  It  was  then 
and  has  always  been  a  common  carrier.  Its  capital  stock  was 
$6,000,000,  and  it  has  issued  bonds  amounting  to  about  $7,500,000. 

I  have  fully  answered  your  question,  except  that  I  did  not  give  the 
products  manufactured  by  the  Illinois  Steel  Co.  It  manufactures  pig 
iron,  ingots,  blooms,  billets,  plate,  and  rails,  some  rods,  and  some 
merchant  steel.     Those  are  the  principal  products. 

The  Chairman.  Each  of  these  manufacturing  concerns  produces 
similar  products  ?  • 

Mr.  LiNDABURY.  Similar  to  others  of  the  subsidiary  companies. 

The  Chairman.  Did  the  Illinois  Steel  Co.  and  the  Lorain  Steel  Co., 
for  instance,  manufacture  the  same  products  or  any  of  the  same 
products  ? 

Mr.  Gary.  I  do  not  think  they  did.  I  do  not  think  they  were  in 
any  respect  in  competition. 

The  Chairman.  U  hat  was  the  extent  of  the  ore  and  coal  holdings 
of  the  Federal  Steel  Co.  at  the  time  it  was  absorbed  by  the  United 
States  Steel  Corporation  ? 

Mr.  Gary.  I  have  no  figures  at  hand  which  will  enable  me  to 
answer  that  question  accurately.  I  suppose  these  figures  have  been 
very  fullv  given  in  the  annual  report.  They  certainly  have  been 
published,  and  they  are  well  known. 

The  ore  holdings  of  the  Minnesota  Iron  Co.  were  very  large,  and 
the  ownership  of  coal  by  the  Illinois  Steel  Co.  was  pretty  large. 

The  Chairman.  I  want  to  get  that  before  the  committee  in  an 
official  form,  and  will  you  please  incorporate  in  your  hearing  the  last 
annual  report  of  the  ttnited  States  Steel  Corporation  ? 
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Mr.  Gary.  I  will  do  so.  I  have  it  here,  and  will  furnish  it  now, 
or  later. 

Mr.  Bartlett.  Is  that  the  one  for  the  year  December  31,  1910? 

Mr.  Gaby.  Yes,  sir. 

Mr.  LiNDABTJRY.  I  think  it  might  be  marked  upon  condition  that 
we  be  allowed  to  take  it  away  and  furnish  it  later.  There  can  be  no 
objection  to  that  t 

The  Chairman.  No,  sir. 

Mr.  Bartlett.  I  have  one  myself. 

Mr.  Gary.  We  have  generally  sent  to  most  if  not  all  the  Members 
of  Congress  copies  of  our  annual  reports  and  other  documents.  As 
you  know,  we  have  made  some  effort  to  publish  our  facts  and  figures. 

The  Chairman.  Those  annual  reports  are  given  wide  circulation, 
but  what  I  mean  is  this,  that  a  mere  report  has  not  that  official  sanction 
like  where  it  is  put  in  the  hearing,  and  we  wish  to  bring  the  facts 
officially  before  the  conunittee. 

Mr.  Gary.  Very  well,  I  shall  be  glad  to  furnish  it. 

Mr.  LiNDABURY.  With  a  statement  from  Judge  Garjr  that  it  is 
accurate  so  far  as  he  knows  and  believes ;  I  suppose  that  is  what  you 
want? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  I  believe  it  to  be  strictly  accurate. 

The  Chairman.  But  a  ^eat  many  of  tliese  matters  of  general 
knowledge  do  not  have  that  official  sanction  that  the  committee 
prefers. 

Mr.  LiNDABURY.  Very  well. 

The  Chairman.  Are  you  a  director  of  the  National  Tube  Co.  ? 

Mr.  Gaby.  Yes,  sir. 

The  Chairman.  Is  that  a  subsidiary  company  of  the  United 
States  Steel  Corporation? 

Mr.  Gaby.  It  is. 

The  Chairman.  What  is  its  capitalization  ? 

Mr.  Gaby.  $40,000,000  of  common  stock  and  $40,000,000  of 
preferred  stock. 

TheCHAHtMAN.  Was  this  company,  up  to  the  time  it  was  ab- 
sorbed by  the  United  States  Steel  Corporation  or  became  a  part  of 
that  corporation,  engaged  as  an  independent  company  or  as  an  in- 
dependent concern  in  the  manufacture  of  steel  products? 

Mr.  Gary.  At  the  time  of  the  organization  of  the  United  States 
Steel  Corporation  it  was,  of  course,  entirely  independent  of  any 
otlier  company,  so  far  as  I  know. 

The  Chairman.  Are  you  a  director.  Judge,  in  the  Tennessee  Coal  & 
Iron  Co.? 

Mr.  Gaby.  I  am. 

The  Chaibman.  Was  it  ever  at  any  time  an  independent  concern 
prior  to  its  absorption  by  the  United  States  Steel  Corporation  ? 

Mr.  Gaby.  Independent  of  all  other  companies;  it  was  quite 
dependent  so  far  as  gaining  a  livelihood  was  concerned. 

The  Chaibman.  I  nave  been  touched  with  the  sad  condition  of  the 
Tennessee  Coal  &  Iron  Co. 

Mr.  Gaby.  I  will  be  glad  to  give  you  all  the  facts  in  regard  to  it; 
everything  you  wish  to  know. 

The  Chaibman.  What  is  the  capitalization  of  the  Tennessee  Coal 
(&  Iron  Co? 
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Mr.  Gary.  $32,529,997.50  of  common  stock  and  $124,500  of  pre- 
ferred stock.  It  has  bonds  amounting  to  $14,330,100,  and  it  owes 
the  United  States  Steel  Corporation  for  money  advanced  which  has 
not  been  capitaUzed  vet,  $10,167,708.50. 

Mr.  LiNDABURY.  If  the  committee  desires,  we  will  furnish  at  any 
time  a  tabulation  of  the  figures  which  will  be  very  much  more  con- 
venient, and  by  putting  them  in  that  form  you  can  understand  them 
easier. 

The  Chairman.  We  will  appreciate  that.  Are  you  a  director, 
Judge,  in  the  Union  Steel  Co  ? 

Mj.  Gary.  Yes;  I  think  I  am. 

The  Chairman.  Is  that  a  subsidiary  company  of  the  United  States 
Steel  Corporation  ? 

Mr.  Gary.  It  is. 

The  Chairman.  Was  it  ever  at  any  time  an  independent  concern  ? 

Mr.  Gary.  It  was. 

The  Chairman.  What  does  it  manufacture,  and  what  is  its  capitaU- 
zation  ? 

A£r.  Gary.  Its  capital  stock  is  $20,000,000,  and  its  bonded  indebted- 
ness about  $35,728,000.  It  owes  the  United  States  Steel  Corpora- 
tion $8,000,000  or  $10,000,000,  money  advanced  which  has  not  been 
capitalized. 

Mr.  Bartlett.  That  is  the  Union  Steel  Co.  ? 

Mr.  Gary.  The  Union  Steel  Co.  It  manufactures  pig  iron,  semi- 
finished steel  plates,  and  wire.  It  is  the  owner  of  a  la^e  body  of  ore 
and  of  considerable  coking  coal. 

The  Chairman.  Can  you  give  us  the  amount  of  ore  it  owns  in  tons  ? 

Mr.  Gary.  No,  sir;  I  can  not  do  that. 

The  Chairman.  That  information  is  available,  is  it  ? 

Mr.  Gary.  Yes,  sir. 

The  Chairman.  I  will  ask  you  to  incorporate  that,  the  coal  lands 
in  acres  and  the  ore  in  tons. 

Mr.  LiNDABURY.  I  am  not  sure  that  I  understand  what  you  mean 
by  incorporating  it  in  the  testimony.  I  suppose  that  we  had  better 
furnish  tiiat  later,  at  the  foot  of  Judge  Gary's  testimony,  or  something 
like  that  ? 

The  Chairman.  That  will  be  all  right. 

Mr.  Gary.  I  will  say  this,  that  at  any  time  during  your  investiga- 
tion we  will  send  you  information  concerning  all  these  subjects  or  any 
subject  that  this  committee  is  interested  in.  We  will  give  you  all  the 
facts  and  figures  pertaining  to  our  corporation  or  any  of  the  sub- 
sidiary companies  or  our  business. 

The  Chairman.  I  can  assure  you.  Judge,  that  the  committee  will 
appreciate  your  willingness  and  promptness  in  so  doing.  Of  course, 
this  committee  is  very  hungry  for  facts  and  figures. 

Mr.  Gary.  You  need  only  to  reauest  information.  We  stand  or 
fall  on  our  record,  whatever  it  is,  of  course. 

Mr.  Bartlett.  I  suggest,  Mr.  Chairman,  that  a  transcript  of  the 
judge's  testimony  may  be  furnished  him,  and  that  he  place  this 
information  in  such  places  as  he  thinks  proper. 

Mr.  Gary.  Verv  well. 

Mr.  LiNDABURY.  These  requests  will  appear  in  the  minutes,  and 
we  will  gather  them  up  later  on  from  the  minutes  and  furnish  the  in- 
formation to  the  committee. 
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Mr.  Bartlbtt.  My  suggestion  was  that  they  be  placed  in  the  t«sti-> 
mony  at  such  places  as  Judge  Gary  thinks  will  show  the  connection 
with  his  testimony  so  that  they  will  not  be  disjointed,  things  thrown 
in  without  any  reference  to  the  testimony. 

The  Chairman.  I  think  Judge  Bartlett's  suggestion  is  very  wise^ 
and  I  will  state  to  Judge  Gary  that  a  copy  of  tms  report  will  be  fur- 
nished him,  if  he  so  desu'es,  we  will  be  glad  to  do  so,  and  it  will  make 
this  very  interesting  account  of  the  affairs  of  the  concern  more  lucid 
and  more  illustrating  if  these  figures  come  in  at  the  places  suggested.* 

Mr.  Gary.  All  these  facts  and  figures,  as  you  know,  are  well  known^ 
and  have  been  publiaheil  over  ana  over  again. 

The  Chairman.  Some  of  them  have  not.  There  has  not  been  any 
publication  of  some  of  the  facts. 

Mr.  Gary.  Moreover,  the  Bureau  of  Corporations  of  the  Dei)art- 
ment  of  Commerce  and  Labor  has  been  for  six  years  examining  our 
books  in  detail.  I  suppose  that  thev  liave  a  mass  of  documents  that 
would  fill  quite  a  large  portion  of  this  room. 

The  Chairman.  "Sfou  say  they  have  been  examining  your  records 
for  four  or  five  years  and  closely  looking  into  your  affaii-s  ? 

Mr.  Gary.  Iney  have.  I  think  they  are  nearly  finished  now.  You 
have  no  idea,  Mr.  Chairman,  how  much  labor  is  involved  in  that.  I 
do  not  know  how  much  it  has  cost  us  to  furnish  the  information,  but 
many  hundreds  of  thousands  of  dolla,rs. 

The  Chairman.  Have  they  accurate  information  as  to  the  very 
inside  of  your  operations  ? 

Mr.  Gary.  I  think  they  have. 

The  Chairman.  Do  you  know  whether  that  information  has  ever 
been  furnished  to  the  present  President  or  the  ex-President  of  the 
United  States? 

Mr.  LiNDABURY.  I  beg  pardon,  but  should  such  a  question  be 
asked? 

Tlie  Chairman.  I  think  so,  and  it  should  be  answered. 

Mr.  LiNDABURY.  If  the  question  was  whether  the  information  was 
furnished  by  Judge  Gary  or  the  Steel  Corporation,  it  might  be  proper; 
but  to  ask  Judge  Gary's  opinion 

The  Chairman.  When  a  question  is  asked,  if  you  object  to  answer- 
ing it,  why,  of  course,  you  will  let  that  be  known,  and  the  committee 
wul  pass  upon  it. 

Mr.  Young.  It  would  not  seem  to  me  that  there  ought  to  be  any 
objection  on  the  part  of  Judge  Gary  to  furnishing  any  information 
he  actually  has.  We  have  no  use,  of  course,  for  anything  he  does 
not  know,  but  anything  he  knows  of,  it  seems  to  me,  would  be  proper. 

Mr.  Gary.  If  you  will  allow  me,  and  my  counsel  will  allow  me,  I 
have  no  objection  to  stating  anything  I  know.  Of  course,  I  will  not 
undertake  to  say  anything  I  do  not  know.  I  have  no  knowledge  as 
to  whether  or  not  the  Department  of  Commerce  and  Labor  has  fur- 
nished any  of  this  information  to  the  President.  There  is  no  way 
i  c  uld  know  that.  This  has  been  a  very  long  and  tedious  under- 
faking,  and  it  is  not  yet  quite  completed,  i  think,  but  I  believe  from 
information  that  the  report  of  the  commissioner  will  soon  be  made 
to  the  President,  I  sincerely  hope  within  the  next  few  months  at  the 
farthest,  and  I  coidd  only  express  an  opinion,  but  I  doubt  whether 
the  report  has  ever  been  completed  or  the  investigation  fully  com- 
pleted.    Now,  as  to  whether  or  not  from  time  to  time  the  depart- 
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ment  has  furnished  the  President  with  information,  I  do  not  know. 
I  do  know  that  during  the  examination  before  the  Ways  and  Means 
Committee,  when  I  appeared  as  a  witness  a  couple  of  years  ago, 
whenever  it  was,  the  committee  had  from  the  Department  of  Com- 
merce and  Labor  figures  relating  to  our  business  and  our  company 
and  our  cost  and  various  things  which  were  involved  at  that  time  in 
the  investigation. 

Mr.  Bartlett.  That  was  merely  to  ascertain  what  duty  should 
be  placed  upon  iron  and  steel,  and  so  forth  ? 

Mr.  Gary.  That  was  the  purpose  of  the  investigation. 

The  Chairman.  The  newspapers  quote  you  in  an  interview — I  sup- 
pose you  will  recall  it — as  saying  that  the  Attorney  General  had 
examined  into  the  affairs  of  the  United  States  Steel  Corporation  and 
had  given  it  a  clean  bill  of  health,  or  words  to  that  effect,  if  you  recall  ? 

Mr,  Gary.  I  never  made  any  such  statement  or  words  to  that 
effect,  and  it  is  not  true. 

The  Chairman.  I  do  not  assert  that  it  is  true;  I  simply  assert  that 
it  was  currently  reported  in  the  papers. 

Mr.  Gary.  I  mean  that  I  could  not  in  truth  make  any  such  state- 
ment as  that. 

The  Chairman.  Are  you  a  member  of  what  is  known  as  the  Ameri- 
can Iron  and  Steel  Institute  ? 

Mr.  Gary.  I  am  its  president. 

The  Chairman.  AVhat  is  the  scope  and  character  of  that  concern; 
is  it  incorporated  ? 

Mr.  Gary.  It  is. 

The  Chairman.  Of  what  concerns  is  it  composed  ? 

Mr.  Gary.  No  concerns  have  anything  to  do  with  it. 

The  Chairman.  Please  explain  it. 

Mr.  Gary.  The  members  are  individuals.  I  will  be  glad  to  send 
you  a  copy  of  its  charter,  its  constitution,  its  by-laws,  and  a  list  of 
the  members,  if  you  desire,  and  a  copy  of  the  proceedings  of  the  insti- 
tute from  the  beginning. 

The  Chairman.  I  will  sincerely  appreciate  it.  Generally  speaking, 
what  is  the  purpose  of  that  organization  ? 

Mr.  Gary.  It  is  to  coUect  and  disseminate  information  concerning 
the  economic  and  ethical  questions  applicable  to  and  in  which  the 
iron  and  steel  makers  generally  are  interested.  Of  course  that  is  more 
or  less  general,  but  if  you  should  read  the  minutes  of  the  annual  meet- 
ing last  October  you  will  get  a  very  good  idea  of  what  the  object  of 
the  institute  is.  The  addresses  of  the  different  ones  selected  for  that 
purpose  are  all  printed.  The  address  of  the  president  of  the  associa- 
tion, which,  I  assure  you,  has  not  much  Uterary  merit,  is  included,  and 
it  will  give  you  a  very  good  idea  of  the  object  of  the  organization  of 
the  institute  and  what  it  hopes  to  accomplish. 

The  Chairman.  It  is  an  organization  of  individuals  engaged  in  the 
steel  business  ? 

Mr.  Gary.  That  is  true. 

The  Chairman.  It  is  industrial  and  social,  in  a  way  ? 

Mr.  Gary.  I  do  not  know  whether  I  can  quite  answer  that  Question. 

The  Chairman.  I  mean  in  your  meetings,  that  you  usually  meet 
at  dinner  or  something  of  that  kind  ?  You  do  a  great  deal  of  Uiat 
business  in  New  York,  which  is  a  most  delightful  way,  and  it  almost 
makes  me  wish  that  I  were  a  steel  man. 
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Mr.  Gabt.  I  know  that  you  refer  to  what  have  been  designated  as 
the  "Gary  dinners." 

The  Chairman.  No  ;  I  did  not  know  that  they  had  been  so  desig- 
nated,  Judge.  Certainly  there  is  no  reflection  upon  any  dinner  or 
the  giver. 

Mr.  Gaby.  I  would  be  very  glad  to  send  you  copies  of  the  proceed- 
ings; that  iS;  all  of  the  speeches  at  several  of  the  fast  dinners  and  the 
speeches  so  far  as  reported  at  former  dinners.  I  speak  of  this  be- 
cause I  know  there  have  been  suggestions  to  the  effect  that  at  these 
dinners  there  was  an  effort  to  control  and  regulato  and  agree  upon 
prices  of  commodities  sold.  I  assure  vou,  !\&.  Chairman,  that  the 
contranr  of  that  is  true.  On  several  occasions  what  I  said  was 
taken  down  and  afterwards  printed. 

The  Chairman.  Are  the  representatives  of  the  press  admitted  to 
those  dinners? 

Mr.  Gary.  No;  not  the  general  press.  The  trade  papers  have  been 
represent^  by  their  editors  generally. 

The  Chairman.  What  are  the  reputable  trade  papers  of  this 
country  t 

Mr.  Gary.  The  Iron  Age,  the  Iron  Trade  Review,  and  the  Manu- 
facturers' Becord.  of  Baltunore,  are  three  of  the  important  and  lead- 
ing trade  journals.  Of  course,  there  are  many  otheis.  Those  are 
the  ones  I  refen^  to  as  having  been  admitted  to  the  dinners. 

The  Chairman.  I  do  not  mean  to  interrupt  you,  but  are  the  rep- 
resentatives of  the  foreign  trade  journals  admitted  ? 

Mr.  Gaby.  No;  there  has  never  been  any  request  for  admission. 

The  Chairman.  Is  the  foreign  trade  journal  called  the  Ironmonger 
published  under  the  auspices  of  the  Iron  and  Steel  Institute  i 

Mr.  Gary.  I  do  not  know  of  any  such  publication.  You  mean 
the  British  publication  ? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  I  do  not  think  it  is  published  under  the  auspices  of  the 
British  Iron  and  Steel  Institute.    It  is  published  in  England. 

The  Chairman.  Is  it  a  reputable  joiu'nal  ? 

Mr-  Gary.  I  have  no  knowledge  or  information  on  that  subject. 

The  Chairman.  Is  this  institute  in  any  degree  international  in  its 
operations  ) 

Mr.  Gary.  It  is  not. 

The  Chairman.  Have  you  ever  sought  to  make  it  international  ? 

Mr.  Gary.  I  have  not."  I  would  be  very  glad  to  tell  you  what  I 
have  advocated  and  what  I  hope  for  and  wnat  I  am  seeking  to  do. 

The  Chairman.  In  that  connection,  I  have  understood  from  read- 
ing these  trade  journals  for  some  time  back  that  the  ultimate  purpose 
of  this  institute  was  to  reach  an  amicable  agreement  among  the 
eminent  gentlemen  engaged  in  the  iron  and  steel  business  in  this  and 
foreign  countries,  so  that  there  might  be  what  they  consider  a  legiti- 
mate and  necessary  steadiness  in  prices  in  the  rest  of  the  world 
similar  to  that  steadiness  which  we  now  witness  in  prices  in  this 
country. 

I  will  be  perfectly  frank  with  you  and  say  one  of  the  moving  causes 
why  I  introduced  this  resolution,  under  which  we  are  operating,  w^as 
a  (iread,  whether  well  founded  or  not  remains  to  be  seen  from  the 
investigations  of  this  committee,  that  witliin  90  days,  perhaps,  this 
institute  or  some  similar  institute  would  have  come  to  such  an 
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agreement.  I  have  heard  it  intimated  that  such  an  agreement 
became  primarily  necessary  on  account  of  the  fact  that  the  Federal 
Government  was  especially  active  in  order  to  prevent  agreements  of 
that  kind  in  this  country,  and  because  the  Federal  Confess  was 
liable  to  alter  the  tariff  scnedules,  both  of  which  suggested  influences 
on  prices  could  only  be  met  and  adequately  adjusted  by  an  organiza- 
tion international  in  its  character. 

I  wish  to  call  your  attention  to  an  editorial  published  in  the  Iron- 
monger, in  London,  on  May  13,  1911.  I  will  give  you  a  copy  of  this 
editorial,  so  that  you  may  look  it  over  very  carefully,  and  when  the 
committee  meets  again  you  may  explain  to  the  committee  all  you 
know  of  the  accuracy  of  the  charges  made  there,  that  this  interna- 
tional trade  agreement  for  fixing  the  prices  of  rails,  armor  plate,  and 
other  things  throughout  the  world  is  due  especially  to  the  genius  and 
able  management  of  the  chairman  of  the  ooard  of  directors  of  the 
United  States  Steel  Corporation. 

Mr.  Gary.  May  I  just  say  one  word?  The  statement  of  the  chair- 
man is  unusually  frank  and  certainly  entitles  the  chairman  to  the 
respect  of  the  one  who  happens  to  be  on  the  witness  stand. 

The  Chairman.  I  thank  you. 

Mr.  Gary  (continuing).  And  the  question  will  be  met  in  exactly 
the  same  spirit,  and  I  will  be  glad  to  give  you  the  facts,  and  all 
the  facts,  in  relation  to  the  subject  matter  of  your  inquiry.  I  only 
wish  you  had  come  to  my  office  before,  and  I  would  have  given  you 
the  facts  to  satisfy  you,  I  believe,  that  you  have  been  laboring 
under  a  misapprehension  with  respect  to  the  real  object  which  is 
sought  to  be  accomplished. 

The  Chairman.  1  certainly  appreciate  the  hospitality  of  the 
witness,  and  his  very  courteous  statement,  and  I  am  glad  in  this 
case  that  the  mountain  has  come  to  Mahomet.  I  could  not  go  to 
New  York  on  account  of  my  many  congressional  duties,  ana  you 
have  been  good  enough  to  come  here. 

The  committee  will  stand  adjourned  until  10  o'clock  to-morrow 
morning. 

(Thereupon  the  committee  adjourned  to  meet  to-morrow,  Friday, 
June  2,  1911,  at  10  oVlock,  a.  m.) 
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Special  Committee  on  Investigation  of 

United  States  Steel  Corporation, 

House  op  Representatives, 

Friday^  June  S,  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

STATEMEirr  OF  MB.  E£BEBT  H.  QAET— Continued. 

The  Chairman.  Judse,  at  the  close  of  the  last  meeting  I  asked  you 
something  concerning  flie  Iron  and  Steel  Institute,  and  called  your 
attention  to  an  editorial  in  the  Ironmonger.  If  you  have  any  state- 
met  to  make  in  reference  to  that  you  can  make  it  now. 

Mr.  Gary.  Mr.  Chairman,  the  question,  as  it  seems  to  me^  opens 
up  a  consideration  of  what  has  been  referred  to  as  prooeedmgs  at 
some  of  the  dinners,  as  well  as  a  proposed  international  iron  and 
steel  institute ;  and  with  the  permission  of  the  committee  I  will  en- 
deavor to  state,  as  briefly  as  1  can,  exactly  what  is  involved  in  the 
whole  subject  matter,  intending  to  show  what  we  have  done  and  what 
our  intentions  have  been  and  are. 

The  chairman  inquired  yesterday  whether  or  not  representatives 
of  the  press  were  admitted  to  the  dinners,  and  I  answered  in  the 
negative,  except  as  to  the  editors  of  three  oi  the  trade  journals.  The 
real  reason  for  not  making  it  an  open  meeting  is  found  in  the  fact 
that  there  is  always  more  or  less  risk  of  a  misstatement  of  exactly 
what  occurred,  unless  the  representatives  are  thoroughly  familiar 
with  the  subject  matter.  For  instance,  it  was  published  in  one  of 
the  papers  this  morning  that  the  witness  on  the  stand  yesterday 
admitted  that  the  United  States  Steel  Corporation  was  dominant, 
or  in  control  of  the  domestic  steel  business  of  this  country.  Of 
course  that  was  not  intended  as  a  misstatement ;  but  it  did  not  rep- 
resent the  facts,  and  whoever  wrote  it  supposed  that  because  the 
United  States  Steel  Corporation  was  admitted  to  be  dominant  as  to 
the  subsidiaiy  companies  of  the  United  States  Steel  Corporation  that, 
therefore,  it  admitted  it  controlled  the  whole  business  of  this  coun- 
try— ^very  far  from  the  fact.  I  am  not  making  any  complaint,  but 
nevertheless  there  is  always  that  danger. 

^  As  a  matter  of  fact,  tne  United  States  Steel  Corporation  at  the 
time  it  was  organized  had  about  60  per  cent  of  the  steel  business  of 
this  country,  and  at  present  has  about  50  per  cent  of  the  domestic 
steel  business  of  this  country,  as  I  am  prepared  to  show  you  by  the 
figures  in  detail,  if  you  care  to  know,  later. 

Now.  at  the  time  of  the  panic  in  New  York  there  was,  of  course, 
sreat  demoralization  temporarily  in  business,  and  the  fear  existed 
mat  that  would  be  spread  and  might  be  prolonged.    The  iron  and 
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steel  industry  has  been  recognized  as  one  of  the  leading  barometers 
of  trade^  and  it  was  believ^  by  many  people  of  prommence  to  be 
equally  important,  if  practicable,  to  prevent  a  great  demoralization 
in  the  steel  trade.  Moreover,  many  or  the  leading  jobbers,  so  called, 
throughout  the  country  were  possessed  of  large  quantities  of  material 
which  they  had  purchased  for  resale,  and  if  the  prices  of  those  com- 
modities should  DC  materially  reduced,  of  course  the  inventories  of 
those  gentlemen  would  be  materially  marked  down,  their  banks 
would  call  upon  them  for  the  payment  o{  loans,  and  in  many  cases 
at  least  it  was  believed  there  would  be  failures  and  bankruptcies, 
and  if  such  conditions  were  brought  about  it  seemed  to  be  the  con- 
sensus of  opinion  that  the  panic  would  be  long  continued. 

Now,  I  need  not  suggest  to  lawyers,  at  least  on  the  committee,  and 
perhaps  you  are  all  lawyers,  I  do  not  know  about  that,  that  the  inter- 

Sretation  of  the  Sherman  Act  has  been  more  or  less  involved  in  doubt. 
Ividently  the  act  was  intended  to  prevent  the  existence  and  exercise 
of  monopolies  and  also  the  restraint  of  trade.  A  company  like  the 
United  States  Steel  Corporation,  with  50  per  cent  of  the  domestic 
steel  business  of  this  country,  was  confronted  with  two  propositions. 
It  had  no  right  to  endeavor  to  prevent  reductions  in  prices,  or,  in 
other  words,  to  maintain  the  equilibrium  of  business  and  maintain 
prices  substantially  level  or  at  least  free  from  sudden  and  violent 
fluctuations  by  means  of  any  sort  of  an  agreement  express  or  implied. 
We  had  no  lawful  right,  as  I  understand,  to  make  any  agreement, 
express  or  implied,  curectly  or  indirectly,  with  our  competitors  in 
business  to  mamtain  prices,  notwithstanding  we  were  receiving  letters 
daily  from  the  jobbers  all  over  the  country  begging  us,  if  possible, 
to  prevent  demoralization  and  to  prevent  decrease  in  prices  which 
should  mark  down  their  inventories  and  in  many  cases  subject  them 
to  the  risk  of  bankruptcy.  On  the  other  hand,  considering  this 
same  question  of  sustaining,  so  far  as  practicable,  the  equilibrium  of 
trade,  we  believed  we  had  no  moral  or  legal  right  to  becon^e  involved 
in  a  bitter  and  destructive  competition,  such  as  used  to  follow  any 
kind  of  depression  in  business  among  the  iron  and  steel  manufac- 
turers, for  the  reason  that  if  we  should  go  into  a  competition  of  that 
kind  it  meant  a  war  of  the^  survival  of  the  fittest;  it  meant  that  a 
large  percentage,  as  in  old  times,  of  the  people  engaged  in  the  manu- 
facture of  steel  would  be  forced  into  bankruptcy  for  many  reasons — 
their  facilities  for  manufacture  were  not  so  goodj  their  cost  of  pro- 
duction was  high,  their  equipment,  their  organization,  their  decreased 
ownership  of  some  of  the  raw  products  and  other  things  of  that  kind 
which  enter  into  the  cost  of  production,  would  place  them  at  a  dis- 
advantage, and  therefore  it  was  believed,  by  me  at  least,  that  it  was 
not  for  the  best  interests  of  the  manufacturers  generally  or  for  their 
customers  who  desired  stability  as  opposed  to  demoralization  and 
wide  fluctuations  or  for  the  employees  of  the  various  corporations 
throughout  the  country  who  desired,  so  far  as  possible,  steady  work — 
continuous  work  at  nie  best  prices,  and  a  wide,  sudden,  extreme 
lowering  of  prices  necessarily  meant  reduction  in  the  wages.  Beduc- 
tions  were  advocated  almost  at  the  start  of  the  panic  of  1907,  and 
many  of  you  know  that  our  company  took  a  leading  part  in  opposing 
that  and  we  went  through  that  panic  without  making  any  reduction 
in  wages,  although  many,  if  not  all,  of  our  competitors  before  the 
year  was  terminated  did  materially  reduce  their  wages. 
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Now,  the  question  was  how  to  get  between  the  two  extremes  of 
securing  a  monopoly  by  driving  out  competition,  however  good- 
naturedly,  in  a  bitter,  destructive  competition  or  without  maicin^ 
any  agreement,  express  or  implied,  tacit  or  otherwise,  which  should 
result  in  the  maintenance  of  prices,  and  so,  gentlemen,  I  invited  a 
large  percentage  of  the  steel  interests  of  the  country  to  meet  me  at 
dinner  and  then  presented  these  views  to  them  and,  so  far  as  I  could, 
the  results  of  our  becoming  demoralized  and  extreme  decreases  in 
prices  like  those  which  obtained  under  the  old  regime.  Then,  I  said 
that  it  seemed  to  me  the  only  way  we  could  lawfully  prevent  such 
demoralization  and  maintain  a  reasonable  steadiness  in  business, 
whether  we  lowered  the  prices  from  time  to  time  or  not,  whether 
depending  upon  circumstances  we  were  willing  to  make  concessions 
or  reductions  after  the  jobbers  had  relieved  themselves  of  the  large 
lots,  so  as  to  prevent  demoralization,  was  for  the  steel  people  to  come 
together  occasionally  and  to  tell  one  to  the  others  exactly  what  his 
business  was.  In  other  words,  a  disclosure  by  each  one  to  all  others 
of  all  the  circumstances  surrounding  his  particular  business.  In 
other  words,  to  state  it  simply,  if  three  men,  gentlemen  on  this  com- 
mittee, were  practicing  law  in  a  certain  town  and  each  one  knew  that 
the  customary  fee  for  services  in  court  was  $50  a  day  and  a  gentleman 
from  another  part  of  the  country  should  locate  m  that  town  and 
make  a  totally  different  price,  very  much  lower,  he  would  imme- 
diately get  up  some  sort  of  competition  amongst  these  professional 
men.  If  those  three  men,  however,  on  this  committee,  were  in  daily 
conference  and  each  one  knew  that  the  others  did  not  propose  to 
change  the  fees,  probably  this  outsider  would  not  make  very  much 
headway  in  creating  a  demoralization. 

Mr.  Bartlett.  I  do  not  think  your  illustration  is  very  apt,  because 
the  lawyers  do  not  furnish  the  same  kind  of  finished  material  as 
those  engaged  in  the  manufacture  of  steel, 

_  Mr.  Gary.  Of  course,  it  only  applies  so  far  as  it  comes  within  the 
views  which  I  have  stated,  which  assumed  that  it  had  been  the  estab- 
lished practice  of  the  three  lawyers  I  suggested  to  charge  that  price  as 
a  reasonable  price.  That,  of  course,  is  a  very  crude  illustration,  but 
I  think  it  makes  the  point 

Mr.  Bartlett.  It  nas  been  a  long  time  since  there  has  been  any 
effort  anywhere  to  control  the  fees  of  lawyers.  There  was  a  time  in 
England  when  it  was  not  only  not  permitted,  but  was  prohibited. 

Mr.  Gary.  You  can  not  control  the  fees  of  the  lawyers  and  you 
can  not  control  the  prices  of  steel  in  the  way  I  have  suggested*  We 
have  never  controlled  the  prices  and  we  never  mean  to  control  the 
prices,  and  we  do  not  expect  to  in  that  way;  but  we  have  by  this 
interchange  of  information  prevented  the  demoralization  which 
otherwise  would  have  resulted.  We  have  not  done  more  because  we 
could  not  do  morcv 

You  know,  for  instance,  that  last  week — I  think  it  was  last  week- 
one  of  the  manufacturers  of  iron  and  steel  made  sudden  cuts  in  their 
prices,  and  of  course  the  others  had  to  follow.  Whether  it  was  wise 
to  make  them  at  that  time  I  do  not  know.  Personally,  I  have  never 
stood  for  unchanged  or  unchangeable  prices.  I  do  not  believe  in 
that.  I  believe  the  price  under  no  circumstances  should  be  above 
what  is  reasonable  and  fair. 
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The  Chairman.  If  I  apprehend  you  there,  taking  that  statement 
with  your  previous  statement,  you  believe  that  prices  should  be  sub- 
ject to  change  not  through  the  external  exigencies  of  trade  or  through 
natural  or  unnatural  conditions,  such  as  panics  and  the  like,  that 
they  ought  not  to  absolutely  control  prices,  but  that  prices  should 
change  throug;h  the  common  consent  and  the  kindly  concurrence  of 
the  men  most  interested  in  those  prices? 

Mr.  Gart.  No;  your  statement  is  all  right  until  you  come  to  the 
last  part. 

The  Chairman,  I  may  have  misunderstood  you. 

Mr.  Gary.  I  do  not  believe  in  the  change  by  common  consent.  •! 
do  not  believe  you  have  a  right  to  do  that,  but  I  do  believe  that  if 
one  individual  is  possessed  ox  information  concerning  the  conditions 
surrounding  the<t>ther's  business  that  it  prevents  many  times,  and 
perhaps  in  most  cases,  the  extreme,  the  unreasonable,  the  bitter,  and 
destructive  comi)etition  which  used  to  exist.  Not  only  that,  I  believe 
it  prevents  the  increase  of  prices. 

1  am  very  sure  the  committee  is  aware  of  the  fact  that  it  has  been 
an  effort  oi  the  United  States  Steel  Corporation  always  to  prevent 
an  unreasonable  or  sudden  increase  of  price  of  its  commodities.  The 
old  way  of  doing  business  was  for  the  man  who  had  a  purse  big 
enough  to  so  into  the  trade  and  keep  his  mills  full  regardless  of  the 
effect  it  had  on  other  mills  throughout  the  country.  If  he  could  not 
sell  at  a  profit,  he  sold  at  cost  or  below  cost  temporarily.  He  made 
it  certain  that  his  mills  were  kept  running  all  the  time,  whether  or 
not  the  result  was  to  drive  all  his  competitors  entirely  out  of  business, 
liiat  is  why  there  would  be  so  many  failures  in  the  iron  and  steel 
business.  Then,  on  the  other  hand,  at  times  when  the  demand  was 
very  great  and  the  customers  were  willing  to  pay  almost  any  price 
to  get  prompt  deliveries  he  would  take  advantage  of  that  and  put 
his  price  up  as  high  as  the  trade  would  stand.  I  do  not  believe  tnat 
is  for  the  l^t  interests  of  the  country.  I  do  not  believe  it  is  for  the 
best  interests  of  the  consumer.  I  know  the  consumers  do  not  like  that« 
It  is  not  for  the  best  interests  of  the  employees,  and  it  is  not  for  the 
best  interests  of  the  general  business  conditions.  Stability,  so  far  as 
it  is  practicable,  is  a  thing  often  needed. 

The  Chairman.  I  do  not  wish  to  interrupt  the  witness,  but  there 
is  one  ^^atement  that  is  surprising  to  me,  and  that  is  this  obstinate 
hostility  of  the  consumer  to  a  reduction  in  prices. 

Mr.  Gart.  You  have  stated  it  perhaps  different.  • 

The  Chairman.  Too  strong? 

Mr.  Gart.  I  think  you  have. 

The  Chairman.  I  was  surprised,  although  I  may  have  misunder- 
stood you.  You  spoke  of  the  consumer  objecting  to  fluctuations  in 
prices,  in  which  event  he  would  have  to  object  to  a  fall  as  well  as  a 
rise? 

Mr.  Gart.  I  think  any  of  us  would  rather  have  the  prices  of  our 
tailor  or  our  grocer  substantially  uniform,  assuming  they  are  fair  and 
reasonable,  year  in  and  year  out,  than  to  have  the  prices  very  low 
in  the  time  of  panic  and  depression  and  then  in  other  times  very  high 
and  unreasonable.  I  think  what  the  customer  prefers  is  to  have  rea- 
sonable stability  of  prices.  For  instance,  a  man  is  desirous  of  put- 
ting up  a  steel  builaing,  and  he  finds  the  price  of  steel  $30  a  ton. 
If  he  thinks  that  is  a  reasonable  price,  he  is  perfectly  willing  to  pay 


UKITBD  STATES  STEEL  COBPOBATIOK.  7* 

it  unless  he  knows  by  experience  or  fear  that  next  week  another  man 
can  go  to  the  same  producer  or  some  other  producer  and  buy  the 
same  matmal  30  per  cent  cheaper,  which  would  enable  his  competitor 
to  put  up  a  cheaper  building  and  unduly  compete  with  him  in  rent- 
ingthe  building. 

When  the  business  is  conducted  in  the  wa]^  it  used  to  be  conducted, 
very  frequently  some  of  the  men  engaged  in  trade  take  advantage 
of  the  necessities  of  a  competitor  and  suddenly  and  unduly  drop 
the  prices  and  drive  him  out  of  business.  That  has  been  resorted 
to.  The  customer  does  not  like  that,  as  a  rule.  He  wants  to  know 
what  he  can  depend  upon. 

I  do  not  hesitate  to  say,  Mr.  Chairman,  in  connection  with  your 
suggestion,  what  I  said  two  or  three  years  before  in  appearing^  before 
a  congressional  committee.  I  realize  as  fuUv,  I  think,  as  this  com- 
mittee that  it  is  very  important  to  consider  how  the  people  shall  be 
protected  against  imposition  or  oppression  as  the  possible  result  of 
t^eat  ag^re^tions  pi  capital,  whether  in  the  possession  of  corpora- 
tions or  individuals.  I  oelieve  that  is  a  very  important  question, 
and  personally  I  believe  that  the  Sherman  Act  does  not  meet  and 
will  never  fuUy  prevent  that.  I  believe  we  must  come  to  enforced 
publicity  and  governmental  control. 

Mr.i3:  OTJNG.  i  ou  mean  governmental  control  of  prices  ? 

Mr.  Gary.  I  do;  even  as  to  prices,  and,  so  far  as  I  am  concerned, 

S speaking  for  our  company,  so  far  as  I  have  the  right,  I  would  be  very 
lad  if  we  knew  exactly  where  we  stand,  if  we  could  be  freed  from 
anger,  trouble,  and  criticism  by  the  public,  and  if  we  had  some 
place  where  we  could  go,  to  a  responsible  governmental  authority, 
and  say  to  them,  ^  Here  are  our  facts  and  figures,  here  is  our  prop- 
erty, here  our  cost  of  production :  now  vou  tell  us  what  we  have  the 
ri^t  to  do  and  what  prices  we  nave  tne  right  to  charge."  I  know 
that  is  a  very  extreme  view,  and  I  know  that  the  railroads  objected  to 
it  for  a  long  time;  but  whether  the  mere  standpoint  of  making  the 
most  money  is  concerned  or  not,  whether  it  is  the  wise  thing,  I  believe 
it  is  the  necessary  thing,  and  it  seems  to  me  corporations  have  no  right 
to  disr^[ard  these  pubHc  questions  and  these  public  interests. 

Mr.  LrrTLBTON.  Is  it  your  position  that  cooperation  is  bound  to 
take  the  place  of  competition  ? 

Mr.  Gary.  It  is  my  position. 

Mr.  Lrm^BTON.  And  that  cooperation  therefore  requires  strict  gov- 
ernmental supervision? 

Mr.  Gabt.  That  is  a  very  good  statement  of  the  case.  I  believe 
that  thoroughly. 

Mr.  LrrTLETON.  Is  it  your  position  that  the  Sherman  antitrust  law 
reoently  interpreted  by  the  court  nevertheless  leaves  an  archaic  law 
to  deal  with  tne  modem  situation? 

Mr.  Gart.  It  is.      ^ 

Mr.  LnTLETON.  It  is  your  position  that  that  practically  orders  a 
continuance  of  the  old  warfare  of  competition  ? 

Mr.  Gabt.  I  am  afraid  it  does.  I  do  not  know  that  it  does,  but  I 
fear  it  does.  I  know  by  your  questions  that  you  realize  the  position 
we  occupy,  the  position  we  do  not  wish  to  occupy.  We  do  not  want 
to  be  dealing  in  uncertainty,  groping  around  in  darkness,  not  know- 
ing what  we  have  the  right  to  do. 
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Mr.  Young.  Judge,  I  suppose  you  have  ffiven  this  a  great  deal  of 
consideration.  Do  you  think  the  National  Government,  under  the 
Constitution,  would  have  the  right  to  fiz  prices  at  which  corporations 
should  seU  tiieir  products? 

Mr.  LiKDABURT.  In  interstate  business  t 

Mr.  YouNO.  In  interstate  business. 

Mr.  Gary.  I  have  ^iven  it  a  great  deal  of  consideration.  Of 
course,  I  must  admit  that  I  am  not  competent  to  answer  your  ques- 
tion, but  my  opinion  is  that,  so  far  as  it  relates  to  interstate  commerce, 
the  Federal  Government  has  that  right.  That  is  a  departure  from 
what  are  supposed  to  be  well-recognized  and  well-settled  principles. 

Mr.  McGiLLicuDDY.  Do  I  understand,  Jud^,  that  at  the  incorpora- 
^  tion  of  your  company  there  was  a  demoralization  in  the  matter  of 
the  steel  business! 

Mr.  Gary.  No;  not  at  that  time. 

Mr.  McGiLLicuDDY.  Prior  to  that  time? 

Mr.  Gary.  There  had  been  from  time  to  time,  but  there  was  not  at 
that  time. 

Mr.  McGiLLicuDDY.  Your  desire  was  to  bring  about  a  state  of  sta- 
bility in  production  and  prices? 

Mr.  Gary.  That  was  not  the  real  object  of  our  incorporation.  We 
have  crown  into  the  position  which  we  occupy  now  and  which  I  have 
stated. 

Mr.  McGuxicuDDY.  Is  it  true  that  now  your  corporation  is  in  a 
position  where  you  can  maintain  a  stable  condition  oi  prices? 

Mr.  Gary.  It  is  not ;  far  from  that.  It  is  not  the  biff  company  that 
makes  the  market.  It  is  the  small  company,  disposed  to  cut  prices, 
which  makes  the  market,  because  when  two  small  companies  b^n  to 
cut,  then,  of  course,  the  others  must  reduce  their  price  or  there  would 
be  complaint  on  the  part  of  their  customers.  It  is  a  great  mistake 
to  sup{)ose  that  we  can  dominate  the  market  price,  a  great  mistake; 
but  it  is  not  a  mistake  to  say  that  our  influence  in  the  way  I  have 
suggested — ^by  cooperation — spoken  of  by  Mr.  Littleton,  has  had  a 
very  great  result  in  securing  reasonable  stability  in  business  and  pre- 
venting demoralization. 

Mr.  McGiLLicuDDY.  What  percentage  of  the  ore  does  your  corn- 
pan  v  control  ? 

Mr.  Gary.  At  present? 

Mr.  McGnjiicuDDY.  Yes,  sir. 

Mr.  Gary.  I  think  there  is  a  Government  report  on  that 

Mr.  McGiiiLicuDDY.  I  mean  in  a  general  way,  about  what  propor- 
tion ? 

Mr.  Gary.  The  Government  report  gives  it,  I  think,  at  about  50 
per  cent,  a  little  less  than  50  per  cent..  I  had  supposed  it  was  rather 
more  than  that.    That  is,  of  the  available  ore. 

Mr.  Young.  Available  commercially  to-day? 

Mr.  Gary.  That  is  what  I  mean.  Of  course,  there  are  immense 
quantities  of  ore  in  the  United  States  not  yet  considered  merchant- 
able ore^  but  which  will  come  into  the  market,  billions  of  tons. 

Mr.  Young.  Hundreds  of  billions? 

Mr.  Gary.  Yes,  sir. 

The  Chairman.  At  that  point,  you  practically  control  a  monopoly, 
I  believe,  of  the  ore  supply  of  this  country  ? 
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Mr.  Gary.  Before  you  ask  that  question,  permit  me  to  finish  the 
other. 

The  Chairman.  Certainly. 

Mr.  Gary.  Not  that  I  want  to  talk,  but  I  did  not  answer  your 
question. 

These  meetings  which  I  have  referred^  to  led  up  to  the  organization 
of  the  American  Iron  and  Steel  Institute,  which  is  calculated  to 
embrace  a  great  many  subjects,  particularly  the  welfare  of  our  men. 
I  have  here,  which  I  will  be  glad  to  submit  to  the  committee,  the 
brief  address  I  made  at  one  of  these  steel  dinners  in  December,  1908, 
which  attempted  to  clearly  state^  what  our  position  was  and  what  we 
had  been  doing  and  what  we  intended  to  do.  Then,  I  also  have 
printed  copies  of  the  speeches  of  all  who  were  present  at  one  of  the 
very  last  dinners  I  gave.  I  did  not  know  that  the  speeches  were  be- 
ins;  taken  down.  I  aid  know  that  the  stenographer  intended  to  take 
what  I  said.  I  found  that  he  took  what  everyone  said,  and  then  I 
thought  it  would  be  well  to  have  it  all  written  up  ana  distributed 
among  those  who  made  them,  and  they  were  printed  and  sent  out. 
They  will  give  you,  gentlemen,  full  information  as  to  exactlv  what 
took  place,  and  you  will  see  at  that  time  that  the  welfare  of  the  men 
was  one  of  the  principal  discussions,  and  at  these  meetings  of  the 
American  Iron  and  Steel  Institute  that  has  been  one  of  the  principal 
subjects.  Then^  of  course,  methods  of  operation,  technical  questions, 
improvements  m  our  methods  are  taken  up  and  considered,  ana 
various  other  questions  in  which  we  are  interested. 

This  last  fall  the  American  Iron  &  Steel  Institute  invited  several 
of  the  gentlemen  manufacturing  in  foreign  countries  to  come  over 
here  as  their  guests,  and  they  spent  a  week  or  10  days  with  us. 
Everything  that  took  place  was  printed,  and  at  that  time  it  was  sug- 
gested that  we  have  an  International  Iron  &  Steel  Association,  which 
should  be  of  the  same  general  scope,  and  a  meeting  was  called  for 
July  5  and  July  6  at  Brussels,  and  representatives  from  all  the  steel- 
making  countries  have  been  selected  to  attend  those  meetings,  and 
it  will  oe  suggested  then  that  an  international  association  be  formed 
on  these  lines,  unless  something  comes  up  to  make  it  appear  to  me  and 
to  others  that  we  ought  not  to  do  it  from  a  legal  stanapoint  or  from 
a  moral  standpoint.  That  is  a  matter  we  have  to  consider.  I  will 
not  intentionafiy  be  put  in  a  position  where  anyone  has  the  right  to 
say  that  I  intend  to  violate  any  law  or  to  oppose  the  best  interests 
or  the  public  I  intend  to  say  that  modestly,  but  those  are  my  views 
and  those  are  the  views  of  the  members  or  the  finance  committee, 
the  controlling  body  of  the  United  States  Steel  Corporation. 

The  Chairman.  Judge,  this  proposed  institute  is  similar  in  its 
operation  and  purposes  to  like  concerns  which  have  for  years  inter- 
nationally looked  after  the  best  interests  of  armor-plate  prices? 

Mr.  Gary.  I  do  not  know  what  you  refer  to,  Mr.  Chairman. 

The  Chairman.  Well,  the  Secretaries  of  the  Navy  for  years  have 
reported  that  there  was  an  organization,  whether  it  would  be  called 
an  institute  or  not  I  do  not  recall,  but  an  organization,  international 
in  its  scope,  which  prevented  these  hurtful  fluctuations  in  prices  of 
which  you  speak.    I  presume  this  institute  is  along  the  same  lines. 

Mr.  Gary.  I  do  not  faiow  what  you  refer  to,  and  I  am  very  sure, 
if  there  is  such  a  thing  as  you  suggest,  it  has  nothing  to  do  with 
what  I  have  been  talking  about,  nor  would  I  would  be  willing  to 
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admit  there  is  anything  else  on  the  same  line.  There  is  a  British 
Iron  &  Steel  Institute  which  devotes  its  attention  entirely  to  tech- 
nical questions.  Our  association,  or  this  international  associati(Hi 
which  1  have  referred  to  and  which  may  be  or^nized^  will  consider 
those  questions,  but  many  other  questions,  ethic^  questionsj  sociologi- 
cal questions,  and  questions  that  nowadajrs  I  believe  thinking  people 
believe  to  be  as  important  as  the  mere  question  of  making  a  little 
money. 

The  Chairman.  Infinitely  more  so.  Judge. 

Mr.  Gary.  Well,  I  agree  with  you,  Mr.  Chairman.  Now,  I  do  not 
know  what  you  refer  to,  and  I  have  no  knowledge  or  information 
on  that  subject. 

The  Chairman.  I  would  give  you  a  more  definite  statement  if  I 
could.  Judge.  I  have  not  the  teclmical  name  before  me,  if  it  has  one. 
It  was  called  by  the  Secretaries  of  the  Navy  by  a  name  more  em- 
phatic than  I  care  to  use,  and  I  am  at  a  loss  for  a  euphoneous  expres- 
sion that  would  be  entirely  void  of  offense,  and,  at  the  same  time, 
would  distinctly  convey  my  meaning. 

Mr.  Gary.  Do  you  refer  to  the  control  of  armor  plate  by  patents? 

The  Chairman.  No,  sir  j  I  refer  to  control  of  armor  plate  by  con- 
tra cts,  international  in  their  scope. 

Mr.  Gary.  I  do  not  know  of  any,  and  I  have  never  heard  of  any. 

The  Chair3ian.  Have  you  been  in  the  armor-plate  business  for 
some  time  ? 

Mr.  Gary.  The  Carnegie  Co.  makes  armor  plate. 

The  Chairman.  Did  the  Federal  Steel  Co.  make  armor  plate? 

Mr.  Gary.  No  ;  it  did  not. 

The  Chairman.  Then  that  probably  accounts  for  it. 

Mr.  Gary.  From  the  standpoint  of  dollars  and  cents,  I  am  sorry 
the  Carnegie  Co.  manufactures  it. 

The  Chairman.  The  Carnegie  Co.  made  armor  plate  for  several 
companies,  the  Bethlehem  Co.  and  several  others,  and  fhe  Secretaries 
of  the  Navy,  with  the  exception  of  the  last  Secretary  I  believe,  for 
about  16  years  have  reported  to  Congress  that  there  was  absolutely 
no  competition  worthy  of  the  name  in  the  manufacture  of  armor 

Elate  on  account  of  international  agreements.     They  spoke  rather 
arshly  of  the  agreements  on  account  of  their  effect  on  the  quality  of 
the  armor  and  upon  the  Treasury  of  the  Government. 

Mr.  Gary.  I  think  the  chairman  is  mistaken,  but  I  may  be  mis- 
taken.   I  do  not  know  about  that. 

The  Chairman.  I  am  speaking  with  reference  to  the  Secretaries 
of  the  Navy,  and  they  may  be  mistaken  in  their  deductions.  Now, 
Judge,  you  spoke  of  the  amount  of  control  of  ore.  Did  not  the 
United  States  Steel  Corporation,  on  December  18,  1908,  have  a  prac- 
tical control  of  the  ultimate  and  available  supply  of  iron  ore  in  this 
country  ? 

Mr.  Gary.  No  ;  we  did  not.  If  you  refer  to  my  testimony  before 
the  Ways  and  Means  Committee,  I  would  be  very  glad  to  have  you 
state  it,  and  I  will  tell  you  what  I  had  in  mind. 

The  Chairman.  I  will  read  that.    Mr.  Cockran  asked  the  question  : 

I  think  It  is  on  your  statement  that  among  the  conditions  that  contribute  to 
that  sitnation  an  Important  element  is  your  ownership  and  control  of  the  ore 
supply? 

Judge  Qabt.  Yes;  of  course  it  is. 
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Mr.  OoGKBAH.  Yoa  practically  do  control  the  ore  supply  of  tbe  country? 
Judge  Gabt.  No;  not  now;  not  for  the  inunediate  future. 
Mr.  GocKSAir.  Well,  the  ultimate  supply? 

Judge  Gaby.  Yes;  I  think  so;  that  is,  pretty  nearly.  It  is  not  absolute 
control. 

Mr.  Gary.  Now,  this  is  what  I  had  in  mind  at  that  time.  In  the 
first  place,  I  did  not  have  the  figures  before  me  as  clearly  as  I  have 
since.  Those  questions  were  asked  me  without  giving  me  any  pre- 
vious notice,  and  therefore  without  opportunitv  to  look  into  the 
figures.  But,  at  that  time,  I  believed  the  United  States  Steel  inter- 
ests had  control  of  something  like  65  or  70  per  cent  of  the  best  ores  in 
the  Northwest,  and  I  believed  the  ores  which  others  had  would  be 
exhausted  before  the  ores  in  the  control  of  the  United  States  Steel 
Corporation.  If  so,  the  time  would  come  when  they  would  be  in 
possession  of  some  of  those  ores  after  the  others  were  exhausted ;  and 
then,  of  course,  the  others  would  be  compelled  to  use  ores  which  at 
the  present  time  are  not  even  merchantable,  which,  as  I  have  said,  are 
scattered  all  over  this  country.  In  the  different  ranges  of  mountains 
there  are  billions  of  tons. 

The  Chaibmak.  Judge,  where  is  the  presait  most  available  ore 
supply  located? 

Mr.  Gary.  Where  is  the  present  supply  located? 

The  CHAnuiAN.  Where  is  it  located  in  this  country?  I  mean  the 
largest  and  most  available  supply,  and  when  I  use  the  word  '^  avail- 
able "  I  mean  as  to  the  content  of  metal,  to  the  facility  of  mining,  and 
to  the  facilities  for  transportation.  Ore  supplies,  as  I  understand  it, 
to  be  available  must  be  where  th^y  can  be  mined  with  comparative 
ease  at  a  reasonable  cost,  and  must  be  on  or  near  the  line  of  some 
great  common  carrier  or  a  number  of  common  carriers. 

Mr.  Gary.  The  larfi;est  portion  of  the  best  ores  are  located  in  Min- 
nesota, on  the  Mesaba  and  Vermilion  Eanges.  There  is  a  large 
2uantity  of  ore  as  good  or  better  in  Michigan,  on  the  Menominee, 
rogebic,  and  Marquette  Eanges.  Those  are  the  ores  which  princi- 
paUy  supplv  the  rumaces  for  the  large  markets  of  this  country. 
There  is  a  large  body  of  ore  in  the  South,  in  Alabama.  That  is  a 
veiy  much  inferior  grade  of  ore.  ^y  reason  of  its  proximity  to  coal 
and  stone,  the  cost  of  assembly  there  is  low. 

Mr.  Bahtlbtt.  You  refer  to  the  ore  in  Alabama  ? 

Mr.  Gary.  Yes ;  in  Alabama.  But,  of  course,  that  ore  is  only  avail- 
able to  a  limited  territory,  and  therefore  would  have  little,  if  any, 
value  outside  of  that  territory.  In  considering  the  value  of  ore  there 
are  three  prominent  things  to  be  taken  into  consideration :  First,  the 
cost  of  assembly  of  the  raw  materials — ^that  is,  bringing  to  the  fur- 
nace the  ore,  the  stone,  and  the  fuel;  secondly,  the  cost  of  manufac- 
ture  

The  Chairman  (interposing).  Now,  right  at  that  point 

Mr.  Gary.  Allow  me  to  finish  this  statement. 

The  Chairman.  Certainly. 

Mr.  Gary.  Thirdly,  and  mOTe  particularly,  the  cost  of  delivery  of 
the  finished  product  to  the  market  which  will  take  it.  That  is  very 
important. 

The  Chairman.  You  spoke  of  the  cost  of  assembling  the  ore,  I 
believe,  in  a  discussion  before  the  Ways  and  Means  Committee  when 
you  were  asked  about  the  propriety  of  removing  the  duty  from  ore. 
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You  stated — and  I  quote  from  memory,  and  if  I  quote  inaccurately 
you  will  correct  me — ^that  such  a  course  would  be  unwise  on  account 
of  the  fact  that  in  some  portions  of  Grermany,  among  other  places^ 
they  had  ores  more  accessible  to  the  places  at  which  thev  were  con- 
verted or  where  they  could  be  converted  into  the  finishea  product  at 
a  less  transportation  cost,  and  for  that  reason  it  would  be  unwise  to 
take  the  duty  oflP  of  ores;  is  that  correct? 

Mr.  Gary.  Mr.  Chairman,  your  statement  of  my  testimony  is  inac- 
curate ;  I  am  quite  sure. 

The  Chairman.  I  did  not  mean  to  misquote  you.  I  am  quoting 
from  memory ;  but  I  understood  that  is  what  you  referred  to. 

Mr.  Gary.  Yes  j  I  know  what  you  refer  to.  I  think  you  will  find  I 
exjjressed  no  opinion  in  regard  to  the  removal  or  the  reduction  of  the 
tariff  on  iron  ore.  I  think  I  asked  to  be  excused  from  expressing 
any  opinion.  I  said  we  were  not  interested^  in  that  question  par- 
ticularly;  that  others  in  this  country  were  interested  in  it,  and  I 
f  referred  to  let  them  speak  for  themselves.  However,  I  did  say  that 
believed  iron  and  steel  could  be  manufactured  in  some  parts  of 
Germany  as  cheap  and  at  as  low  a  cost  or  lower  cost  than  anywhere 
else  in  the  world,  and  I  gave  my  reasons  for  saying  thht. 

The  Chairman.  What  is  the  metallic  content  of  the  ores  of  this 
Superior  region  as  compared  with  those  of  Germany? 

Mr.  Gary.  As  compared  with  Germany? 

The  Chairman.  Yes. 

Mr.  Gary.  I  can  not  give  you  the  percentage  of  metallic  iron  in 
the  German  ores,  but  the  ores  1  have  been  referring  to  as  being  in  the 
Northwest  are  very  much  higher  in  metallic  iron  content 

The  Chairman.  I  believe  we  can  get  at  that  approximately.  You 
stated,  if  I  remember  correctly,  that  2  tons  of  the  Superior  ore  were 
practically  equivalent  to  3  tons  of  the  German  ore? 

Mr.  Gary.  I  think  that  is  so.    I  believe  that  is  about  riffht. 

The  Chairman.  And  if  I  remember  correctly,  the  metallic  content 
of  the  Superior  ores  is  about  65  per  cent  ? 

Mr.  Gary.  Fifty-five  to  sixty ;  yes. 

Mr.  Young.  Do  you  mean  all  the  ore  of  the  Lake  Superior  region, 
or  what  is  called  first-class  ore? 

Mr.  Gary.  First-class  ore. 

.  The  Chairman.  Judge,  the  best  ores,  you  say,  are  in  the  Mesaba 
Range  and  the  Vermilion  Range  ? 

Mr.  Gary.  And  these  different  ranges  I  mentioned — ^Menominee, 
Gogebic,  and  the  others. 

The  Chairman.  Some  of  those,  I  believe,  are  in  Michigan  ? 

Mr.  Gary.  Yes. 

The  Chairman.  Now,  take  the  Vermilion  Range.  What  is  the  line 
of  travel  that  your  ore  takes  from  the  ore  bed  to  the  furnace  where 
it  is  converted,  say,  going  to  Pittsburg  ? 

Mr.  Gary.  Over  the  Duluth  &  Iron  Range  Railroad  to  Two  Har- 
bors, on  Lake  Superior;  in  the  boats  of  the  Pittsburg  Steamship 
Co.  from  that  point  to  Conneaut,  on  Lake  Erie;  and  over  the  Bes- 
semer &  Lake  Erie  Railroad  to  the  furnaces  at  Pittsburg.  Much  of 
the  ore  is  taken  to  other  points,  of  course,  and  much  of  it  handled 
over  other  railroads,  the  Pennsylvania  Railroad,  the  Lake  Erie,  and 
so  forth. 
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The  Chaibman.  Now,  this  Duluth  &  Iron  Bange  Railroad,  I  be- 
lieve, enters  the  Vermilion  Range? 

Mr.  Gary.  Yes;  and  the  Mesaba.  The  large  portion  of  the  ores  is 
on  the  Mesaba  Range,  and  there  are  three  railroads  entering  that 
range,  but  I  think  the  Duluth  &  Iron  Range  Railroad  is  the  omy  one 
that  goes  to  the  Vermilion  Range. 

The  Chairman.  Now,  Jud^e,  take  this  Duluth  &  Iron  Range  Rail- 
road J  it  connects  with  the  Duluth,  Rainy  Lake  &  Winnipeg  Railroad, 
miming  into  Canada  ? 

Mr.  Gart.  Not  at  that  point 

The  Chairman.  Is  there  any  other  road  that  runs  from  that  part 
of  the  Vermilion  Range  around  Tower  and  carries  this  ore  to  market 
or  to  its  place  of  final  conversion  ? 

Mr.  Gary.  I  think  tiiere  is  no  other  railroad  connecting  with  the 
Vermilion  Range.  The  Duluth  &  Missabe  Railroad,  also,  goes  to  the 
Mesaba  Range,  and  it  makes  a  connection  with  the  Rainy  Lake 
Boad,  and  then  Mr.  Hill's  road,  the  Eastern  Minnesota,  runs  from 
Duluth  up  to  the  Mesaba  Range.  There  is  where  the  very  large 
body  of  ore  is  located,  in  the  Mesaba  Range.  I  believe  it  is  the  best, 
altogether,  in  the  world. 

The  Chairman.  How  many  tons  of  ore  are  there,  approximately, 
in  this  Vermilion  Range? 

Mr.  Gary.  The  Vermilion  Range,  so  far  as  ascertained — and  all 
these  properties  are  pretty  thoroughly  explored — about  7,584,870  of 
what  is  called  Bessemer  ore  and  1,535,351  tons  of  non-Bessemer  ore. 
This  is  taken  from  our  records..  Then  there  is  considerable  siliceous — 
low-grade  ore. 

The  Chairman.  Do  you  refer  now  to  the  amount  of  ore  that  the 
United  States  Steel  Corporation  owns  or  the  amount  of  the  entire 
ranee! 

Mr.  Gary.  We  own  all  on  the  Vermilion  Range,  so  far  as  I  know. 
There  are  only  two  or  three  mines  there. 

The  Chairman.  Well,  do  you  sell  ores  from  that  range  to  inde- 
pendent manufacturers? 

Mr.  Gary.  We  do  not. 

The  Chairman.  Do  you  not  sell  ores? 

Mr.  Gary.  We  do  not  sell  iron  ores. 

The  Chairman.  You  do  not  sell  iron  at  all.  You  own  all  of  that. 
Now,  take  the  Mesaba  Range,  Judge  Gary.  But  before  I  go  any 
further,  what  is  the  altitude  of  that  range  above  the  level  of  the  lake? 

Mr.  Gary.  I  do  not  Imow. 

The  Chairman.  Do  you  know  the  number  of  miles  of  the  Duluth 
&  Iron  Range  Road  ? 

Mr.  Gary.  190.89  miles  of  main  line,  71.78  miles  of  branches  and 
spurs ;  second  tracks,  70.8  miles ;  sidings,  170.98  miles. 

The  Chairman.  Are  you  a  director  of  that  road  ? 

Mr.  Gary.  I  am. 

The  Chairman.  In  all,  that  makes  about  275  miles. 

Mr.  Gary.  Veiy  likely.    The  main  line  is  about  260  miles. 

Mr.  YouNO.  With  its  branches  ? 

Mr.  Gary.  With  its  branches,  yes ;  but  without  its  sidings  and  sec- 
ond tracks. 

The  Chairman.  You  say,  Jud^e,  that  the  Mesaba  Ran^e  is  the 
finest  ore  field  in  this  country,  considering  its  content  of  metal  ? 
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Mr.  Gary.  My  opinion  is  it  is  the  finest  in  the  world. 

The  Chairman.  What  is  the  iron  content  of  the  ores  you  g^t  there  t 

Mr.  Gary.  I  can  not  give  you  the  average. 

The  Chairman.  Well,  approximately? 

Mr.  Gary.  I  would  say,  approximately,  55.  There  is  a  higher-grade 
ore  on  some  of  the  other  ranges,  higher  in  metallic  content,  but  not 
in  such  large  quantities.  This  ore  on  the  Mesaba  Range,  as  you 
probably  know,  is  near  enough  to  the  surface  to  allow  stripping  af 
the  earth  from  the  ore,  leavmg  it  exposed,  so  that  a  shovel  can  be 
used,  and  the  cost  of  mining  is  low,  and  its  structure  is  very  good. 
The  content  of  the  ore  and  the  structure  of  the  ore  are  both  very 
material  things  to  be  considered. 

The  Chairman.  You  speak  of  stripping  the  top  or  earth,  or  what- 
ever it  is  called,  the  supervening  strata ;  how  far  do  you  have  to  go 
down  to  get  this  ore? 

Mr.  Gary.  Different  depths.  But  we  find  now  we  can  afford  to  ^ 
down  between  75  and  100  feet,  I  think,  in  places;  but  much  of  it  is 
verv  near  the  surface — ^a  good  deal  of  it. 

The  Chairman.  You  just  strip  off  the  supervening  strata,  and  this 
ore  lays  like  black  sand? 

Mr.  Gary.  Yes;  some  of  it  in  sand. 

The  Chairman.  And  you  can  very  easily  take  it  up  with  a  steam 
shovel  ? 

Mr.  Gary.  Yes. 

The  Chairman.  And  it  is  not  so  hard  that  it  has  to  be  broken  up? 

Mr.  Gary.  A  good  deal  of  it  is  usable,  or  can  be  taken  out  with  a 
steam  shovel. 

The  Chairman.  How  is  it  transported  to  the  lake? 

Mr.  Gary.  Over  the  Duluth  &  Iron  Bange  Railroad  or  the  Duluth. 
Missabe  &  Northern  Railroad  or  the  Eastern  Minnesota  Railroad. 

The  Chairman.  Will  you  give  me  the  character  of  cars  and  en- 

E'nes  that  you  use,  their  structure,  their  tonnage,  how  they  are 
aded  ?    Tell  me  about  that. 

Mr.  Gary.  The  character  of  what? 

The  Chairman.  The  character  of  cars  used,  the  kind  of  freight 
cars  you  use,  their  structure  and  capacity  and  how  they  are  loaded. 

Mr.  Gary.  Well,  perhaps  it  is  sufficient  to  say  we  have  the  very 
best  and  most  modem  equipment,  engines  and  cars.  We  are  using 
steel  cars  now. 

The  Chairman.  Are  they  loaded  by  steam  shovels? 

Mr.  Gary.  Yes. 

The  Chairman.  And  they  are  dumped  with  an  arrangement  at 
the  bottom? 

Mr.  Gary.  Yes. 

The  Chairman.  How  many  tons  will  one  of  those  cars  carry? 

Mr.  Gary.  About  50  tons. 

The  Chairbian.  How  many  cars  can  one  engine  haul  from  the 
Mesaba  Range  to  the  lake? 

Mr.  Gary.  I  can  not  answer  that  offhand. 

The  Chairman.  Approximately? 

Mr.  Gary.  You  mean  with  the  very  largest  and  most  powerful 
engine  ? 

The  Chairman.  Yes. 

Mr.  Gary.  I  do  not  know,  but  a  good  many. 
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The  Chairbcan.  I  presume  that  can  be  ascertained  from  the  traffic 
manager. 

Mr.  Gaby.  Yes. 

The  Chaibmak.  You  are  perfectly  willing  that  this  committee 
itself,  or  through  any  of  its  agents,  should  have  access  to  your  traffic 
sheets  and  all  me  other  data  with  reference  to  that  matter  7 

Mr.  Gaby.  You  will  get  that,  of  course,  at  the  offices  of  the  Inter- 
state Commerce  Commission.  We  have  to  furnish  that  to  the  com- 
mission. 

The  Chatbman.  Of  course  we  can  get  them. 

Mr.  Gaby.  Certainly.  We  would  be  very  glad  to  have  you  go 
over  the  range  also. 

The  Chaibman.  I  would  like  to  see  it. 

Mr.  Gaby.  I  think  you  would;  and  I  think  you  would  be  sur- 
prised. 

The  Chaibman.  It  must  be  a  wonderful  range.  Now,  Judge  Gary, 
do  any  independents  get  ore  there? 

Mr.  Gaby.  On  these  ranges? 

The  Chaibman.  On  the  Mesaba  Range. 

Mr.  Gaby.  Oh,  yes;  all  of  them,  probably.  Most  of  them,  any- 
how, and  most  of  them  have  large  quantities  of  ore  of  their  own. 

The  Chaibman.  Are  there  any  independents  who  get  ore  from  that 
range? 

Mr.  Gaby.  Nearly  all  of  them.  I  think  everyone  and  nearly 
everyone  has  large  quantities  in  ownership. 

The  Chaibman.  What  is  the  altitude  of  that  range  above  the  level 
of  the  lake? 

Mr.  Gaby.  I  can  not  answer  that  question.  The  mountains  are 
not  high. 

The  Chaibman.  Are  the^  sufficiently  high  so  that  the  en^nes  and 
cars  are  transported  practically  by  the  force  of  gravity  trom  the 
range  to  the  lake,  or  does  it  require  very  much  steam  to  handle  them? 

Mr.  Gaby.  No;  although  tne  grade  in  the  main  is  downward. 
Probabl;^  the  highest  point  may  1^  1,500  feet  above  the  sea,  but  the 
country  is  not  level.  It  is  up  and  down.  The  general  trend  of  the 
grade  toward  the  lakes,  of  course,  is  downward. 

The  Chaibman.  Take  the  Duluth,  Missabe  &  Northern  Railroad — 
you  are  a  director  in  that  road? 

Mr.  Gaby.  I  think  so. 

The  Chaibman.  Is  that  one  of  the  roads  owned  by  the 

Mr.  Gaby  (interposing).  That  was  owned  by  the  Rockefeller 
interests. 

The  Chaibman.  Who  is  it  owned  by  now  ? 

Mr.  Gaby.  The  Lake  Superior  Consolidated  Mines  own  the  Du- 
luth, Missabe  &  Northern  Railroad  and  the  Rockefeller  interests 
owned  that  Consolidated,  and  now  the  United  States  Steel  Corpora- 
tion owns  the  Consolidated. 

The  Chaibman.  Who  owns  the  Great  Northern  Railroad  ? 

Mr.  Gaby.  The  Great  Northern  Railroad  ? 

The  Chaibman.  That  is  a  Hill  road,  is  it  not  ? 

Mr.  Gaby.  You  mean  the  Eastern  Minnesota  ? 

The  Chaibman.  The  road  marked  on  the  map  here,  ^'  Great  North- 
em,  two  braBches.^' 
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Mr., Gary.  If  anyone  was  going  to  refer  to  an  individual,  they 
would  say  Mr.  Hill ;  but,  of  course,  the  stockholders  are  very  large  in 
the  number. 

The  Chairman.  I  mean  the  Great  Northern  is  the  Hill  road  ? 

Mr.  Gary.  That  is  right,  so  called. 

The  Chairman.  That  is  what  I  mean. 

Mr.  Gary.  But  it  has  a  large  number  of  stockholders. 

The  Chairman.  That  road  is  one  in  whidi  Mr.  Hill  and  Mr.  Mor- 
gan are  extensively  interested? 

Mr.  Gary.  I  do  not  know  about  Mr.  Morgan's  interests.  Mr. 
Mor^n,  I  think,  has  never  been  considered  as  a  controlling  or  influ- 
ential factor  in  the  Great  Northern,  although  I  may  be  mistaken. 
Mr.  Hill  is  the  man  who  is  mentioned  as  the  dominant  factor,  and 
he  has  a  great  many  f oreip  friends. 

The  Chairman.  Has  Mr.  Hill  extensive  interests  in  this  Mesaba 
Range  ?    What  is  the  character  of  his  interests  in  the  Mesaba  Range  ? 

Mr.  Gary.  Mr.  Hill  has  not  any  interests,  to  my  knowledge. 

The  Chairman.  He  leased  his  holdings  to  your  company? 

Mr.  Gary.  The  Great  Northern  Railroad,  I  think  it  was,  had  con- 
trol of  a  large  quantity  of  ore  properties,  and  a  lease  was  made  be- 
tween the  Great  Northern,  I  believe,  and  some  of  our  iron  companies. 
That  lease,  however,  was  and  is  subject  to  cancellation  in  1915,  I 
believe. 

The  Chairman.  You  pay  a  royalty  on  those  ores? 

Mr.  Gary.  Yes. 

The  Chairman.  To  the  Great  Northern  or  to  Mr.  Hill  or  to 
whom? 

Mr.  Gary.  We  pay  it  to  the  lessor,  of  course. 

The  Chairman.  Who  are  the  lessors? 

Mr.  Gary,  I  think  the  lessor  is  the  Great  Northern. 

The  Chairman.  So  that  this  range  and  this  railroad  are  practically 
under  the  same  control  ? 

Mr.  Gary.  My  assistant  tells  me  I  am  technically  incorrect  there ; 
that  it  is  another  corporation  or  trustee.  I  do  not  remember  the 
technical  name.  Certincates  were  issued  and  distributed,  I  think,  to 
the  stockholders  of  the  Great  Northern  as  a  dividend,  and  the  lease  is 
made  with  that  company,  whatever  its  name  may  be,  but  that  is  well 
known  and  public 

The  Chairman.  That  is  what  I  mean.  I  am  not  anxious  about  the 
exact  technical  name.  What  I  want  to  get  at  is  the  substantive  fact 
that  the  Mesaba  Range  and  the  Great  Northern  Railroad  are  in  the 
same  hands,  as  far  as  ownership  is  concerned. 

Mr.  Gary.  Let  me  hear  that  question,  please. 

(The  stenographer  read  the  pending  question.) 

The  Chairman.  You  have  a  lease  on  it? 

Mr.  Gary.  I  do  not  understand  your  question. 

The  Chairman.  You  said  you  leased  the  Mesaba  Range  from  the 
Great  Northern  Railroad  ? 

Mr.  Gary.  No  ;  not  at  all. 

Mr.  LiNDABURY.  Their  portion  of  it. 

The  Chairman.  Have  you  a  title  in  fee  to  any  of  that  range  ? 

Mr.  Gary.  Oh,  yes ;  for  a  good  deal  of  it. 

The  Chairman.  And  that  for  which  you  have  not  a  title  in  fee 
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Mr.  Gary  (interposing).  We  have  leases  on,  from  various  people 
who  are  the  owners,  scattered  all  over  this  country  and  other  coun- 
tries, perhaps. 

The  Chairman.  Well,  the  original  owners  of  that  range,  from 
whom  you  leased  it,  were  the  Great  Northern  interests? 

Mr.  Cjary.  Oh,  no,  Mr.  Chairman ;  you  have  not  that  clear  in  your 
mind. 

The  Chairman.  Well,  I  want  to  get  it  exactly. 

Mr.  Gary.  The  Missabe  Range  is  owned  by  a  great  many  different 
people.  Our  interests  own  a  large  acreage.  I  would  not  undertake 
to  say  what  percenta^,  but,  I  would  think,  perhaps  a  rather  small 
percentage  in  comparison.  But  our  companies  have  leases  from  a 
great  many  different  owners  of  other  portions.  Then,  the  Hill  inter* 
ests  have  either  the  ownership  or  leases  of  a  comparatively  small  por* 
tion,  and  we  lease  or  sublease  from  them  that  portion. 

The  Chairman.  What  proportion  of  that  ore  field  do  you  hold 
now,  under  one  title  or  another,  that  you  have  either  permanent 
or  temporary  control  of? 

Mr.  Gary.  What  percentage? 

The  Chairman.  Yes;  in  the  Missabe  Range. 

Mr.  Gary.  I  can  not  answer  exactly,  but  I  would  say  about  50  per 
cent.  Maybe  a  little  larger  than  that,  but  about  50  per  cent,  I  should 
think. 

The  Chairman.  Are  there  any  other  companies  or  organizations  of 
any  kind,  legal  or  natural  ones,  taking  ores  from  this  field  at  this 
time  except  your  company? 

Mr.  Gary.  Oh,  yes ;  a  great  many  of  them. 

The  Chairman.  Do  they  own  these  ores? 

Mr.  Gary.  They  own  them  as  we  do,  some  in  fee  and  some  by  lease. 
Practically  all  of  the  independent  steel  makers,  so  called,  have  large 
holdings  on  that  range — the  big  companies  like  the  Lackawanna 
Steel  and  the  Cambria  Steel  and  the  Jones  &  Laughlin  and  the 
Republic. 

The  Chairman.  Do  you  know  from  whom  they  secured  these 
holdings? 

Mr.  Gary.  Oh,  no;  from  whomsoever  they  could  and  whenever 
thev  could. 

The  Chairman.  Did  not  the  Hill  interests  at  one  time  practically 
control  that  ore  field? 

Mr.  Gary.  Oh,  no. 

The  Chairman.  They  had  large  holdings  there  and  still  have? 

Mr.  Gary.  They  had  the  holdings  represented  by  the  lease  referred 
to,  not  so  large  as  has  been  advertised. 

The  Chairman.  I  have  seen  the  statement  made  by  Prof.  Berglund 
and  Moody  and  a  number  of  others 

Mr.  Gary  (interposing).  To  what  amount? 

The  Chairman.  And  an  impression  is  in  my  mind,  but  I  can  not 
lay  my  hands  on  that  information  now,  and  I  wanted  to  get  a  general 
idea. 

Mr.  Gary.  I  would  say  from  two  hundred  to  two  hundred  and  fifty 
million  tons;  not  more  than  10  per  cent  of  the  total,  anyhow,  I 
would  say. 

Mr.  Bartlett.  You  virtuallv  gave  your  indorsement  as  to  the  cor- 
rectness  of  an  article  publishea  in  Munsey's  Magazine  when  you  were 
before  the  Ways  and  Means  Committee,  did  you  not? 
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Mr.  Gary.  No  ;  except  as  to  one  single  point,  I  think.  I  think  I 
stated  that  I  believed  Mr.  Munsey's  estimate  of  the  values  of  our 
properties  was  substantially  correct. 

Mr.  Bartlett.  And  that  the  information  he  got  and  which  he  pub- 
lished with  reference  to  the  holdings  and  the  property  of  vour  cor- 
poration had  been  ^ven  him  by  access  to  the  books  or  information 
obtained  from  the  officers  of  the  company? 

Mr.  Gart.  Much  of  it;  but,  I  think  you  will  remember,  it  was 
stated  in  that  article  that  he  got  his  information  from  us  direct  and 
from  many  other  sources  and  made  his  examination  and  decision 
entirelv  independently.  As  to  the  Hill  railroads,  he  had  no  informa- 
tion whatever  from*us. 

Mr.  Bartlett.  He  states  in  his  article  that  the  Great  Northern 
Railroad  and  the  Northern  Pacific  had  vast  holdings  of  iron  in  the 
Mesabi  Range,  which  were  afterwards  leased  to  your  company. 

Mr.  Gary.  That  they  had  what? 

Mr.  Bartlett.  Vast  holdings. 

Mr.  Gary.  Well,  I  do  not  remember  what  he  said  about  that.  We 
gave  him  no  information,  because  we  doubted  the  propriety  of  our 
making  any  statement  to  him  at  that  time  in  re^rd  to  that  matter. 
We  referred  him  to  the  Hill  interests  and  the  Northern  Pacific  in- 
terests. I  have  in  this  testimony  treated  that  ore  as  all  being  under 
the  control  of  the  Great  Northern.  The  Northern  Pacific  Railroad 
bad  large  interests  there. 

Mr.  Bartlett.  At  the  time  this  article  was  written  ? 

Mr.  Gary.  And  other  people,  but  they  were  all  merged,  I  think,  in 
that  lease. 

Mr.  Bartlett.  At  the  time  the  article  was  written  and  at  the  time 
you  were  before  the  Ways  and  Means  Committee  in  1908,  the  con- 
tract between  your  company  and  Mr.  Hill  and  the  Great  Northern 
and  the  Northern  Pacific,  with  reference  to  their  holdings,  had  been 
executed  ? 

Mr.  Gary.  I  think  that  is  right 

Mr.  Bartlett.  A  year  before  that  time  ? 

Mr.  Gary.  I  think  that  is  true.  But  when  Mr.  Munsey  applied  to 
us  for  information  concerning  that  we  referred  him  to  tne  other 
people,  as  we  did  a  great  many  others.  We  did  not  think  it  proper 
to  make  any  disclosures. 

Mr.  Bartlett.  And  that  contract  to  which  he  refers  is  now  in 
force? 

Mr.  Gary.  It  is. 

Mr.  Barttjbtt.  Have  you  objection  to  stating  how  long  it  will 
continue? 

Mr.  Gary.  We  have  the  right  to  cancel  it  in  1915  by  giving  notice 
in  1913.  As  to  whether  or  not  we  will  cancel,  of  course,  no  one  could 
say  at  this  time,  and  as  to  what  my  opinion  is  on  the  subject,  I  think 
perhaps  I  had  better  not  express. 

Mr.  Barti£tt.  I  did  not  ask  for  that. 

Mr.  Gary.  But  that  was  a  very  important  feature  of  that  lease.  I 
am  very  sure  that  it  would  not  have  been  executed  except  on  condi- 
tion that  we  had  the  right  to  cancel  it. 

Mr.  LmLBTON.  Your  company  can  exercise  that  option.  Does  the 
other  side  have  any  option  in  regard  to  it  ? 

Mr.  Oart.  They  do  not. 
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The  Chairman.  Does  your  company  "own  the  Duluth,  Missabe  & 
Northern  Railroad  ?  Is  that  one  of  the  Hill  roads,  or  is  that  one  of 
yours? 

Mr.  Gary.  I  have  already  stated  the  ownership  of  the  Duluth, 
Missabe  &  Northern  Railroad. 

The  Chairman.  Yes.  Are  there  any  other  roads  running  into  that 
rerion  or  that  range? 

Mr.  Gary.  Yes;  this  Rainy  Lake  Railroad. 

The  Chairman.  That  runs  up  into  Canada. 

Mr.  Gary.  But  they  are  extending  that  road  to  Duluth.  I  do  not 
think  it  is  finished. 

The  Chairman.  Who  owns  that  road? 

Mr.  Gary.  The  Canadian  Northern,  I  think. 

The  Chairman.  Does  Hill  have  any  interest  in  that  road? 

Mr.  Gary.  I  do  not  know.  It  was  offered  to  us  n  number  of  times, 
but  we  did  not  take  it. 

The  Chairman.  Is  there  any  outlet  from  that  range  to  the  Lakes  in 
which  neither  the  United  States  Steel  Corporation  nor  Mr.  Hill  have 
any  interest? 

Mr.  Gary.  No;  I  think  not,  iind  will  not  be  until  this  road  is  com- 
pleted.   I  do  not  know  iust  when  that  will  be. 

Mr.  Littleton.  I  did  not  get  clear  in  my  mind  the  legal  situation 
with  reference  to  that  lease.  If  you  give  notice  in  1913,  you  can 
exercise  your  option  and  give  up  this  lease  in  1915? 

Mr.  Gary.  That  is  right. 

Mr.  Littleton.  Now,  if  you  do  not  choose  to  do  that,  what  is  the 
character  of  the  tenancv  thereafter? 

Mr.  Gary.  Extended  until  the  ores  are  exhausted,  or  until  the 
leases,  in  cases  where  there  are  leases  by  the  Hill  people  subleased  to 
us,  expire.    Most  of  these  leases  have  terms. 

Mr.  Littleton.  In  other  words,  if  some  precedent  lease  with  a 
limited  tenure  expires,  you  have  got  to  go  with  that  tenure? 

Mr.  Gary.  Yes. 

Mr.  Bartlbtt.  You  said  at  the  time  of  the  formation  of  the  United 
States  Steel  Corporation  there  was  no  fight,  no  contest,  about  prices 
or  fluctuations  in  prices;  no  effort  to  control  or  put  up  or  put  down 
prices? 

Mr.  Gary.  The  question  was  whether  there  was  any  demoraliza- 
tion then. 

Mr.  Bartlett.  I  will  use  that  word,  then. 

Mr.  Gary.  There  always  have  been  fluctuations. 

Mr.  Bartlett.  Well,  I  will  use  that  word. 

Mr.  Gary.  Of  course,  that  is  quite  a  different  thing.  The  difference 
is  that  you  can  not  prevent  fluctuations,  but  it  is  the  extreme  and 
sudden  fluctuation 

Mr.  Bartlett  (interposing).  But  that  was  not  true  as  to  prices 
when  the  Federal  Steel  Co.  was  formed,  was  it  ? 

Mr.  Gary.  Prices  were  very  low  at  the  time  the  Federal  Steel  Co. 
was  formed,  and  had  been  for  some  time. 

Mr.  Bartlptt.  There  had  been  a  fight  about  prices,  especially  with 
reference  to  steel  rails? 

Mr.  Gary.  Well,  you  may  call  it  a  fight.  At  that  time  there  was 
one  interest  whose  policy  was  to  keep  its  mills  filled  always  and  under 
all  circumstances. 
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Mr.  Bartlett.  And  after  the  formation  of  the  Federal  Steel  Co. 
the  prices  were  restored,  so  to  speak,  to  what  they  were  before? 

Im*.  Gary.  Not  as  a  result 

Mr.  Bartlett  ( interposing) .  I  did  not  ask  that ;  but  that  did  fol- 
low, and  it  is  a  fact  they  were  restored  and  went  up  from  $18.50  to  $28. 

Mr.  Gary.  The  Feaeral  Steel  Co.  was  organized  and  commenced 
business  about  the  1st  of  November,  1898.  During  the  latter  half  of 
1899,  prices  did  improve,  not  only  in  steel,  but  in  everything  else. 
The  wnole  business  of  the  country  very  materially,  improved,  and  I 
think  the  prices  of  rails  went  up  to  $33  a  ton,  and  many  rails  were 
sold  at  $35.  In  1900,  again,  there  was  a  very  dull  period,  and  thines 
were  very  low.  There  were  a  great  many  failures.  That  was  tne 
time,  you  will  remember,  when  the  wire  company  suddenly  closed  18 
mills  in  one  day.  That  was  during  1900,  as  I  remember,  and  that 
created  a  very  great  demoralization. 

Mr.  Young.  I  did  not  get  that  date  as  to  the  organization  of  the 
Federal  Steel  Co. 

Mr.  Gary.  November  1, 1898,  they  commenced  business. 

Mr.  Bartlett.  Now,  there  was  a —  I  won't  use  the  word  "  jump  " — 
there  was  a  sudden  rise,  so  to  speak,  in  prices  for  steel  rails  from 
$17.50  up  to  $28  soon  after  that  corporation  was  formed. 

Mr.  Gary.  Not  soon  after.  It  seems  to  me  a  large  portion  of  the 
rails  for  1899  delivery  were  sold  as  low  as  $18  a  ton.  That  is  my 
recollection.  We  could  give  you  those  figures,  and  will  be  verv  glad 
to  give  them  to  you,  showing  the  trend  of  the  market  on  all  mese 
prices  from  year  to  year.    They  speak  for  themselves. 

Mr.  Beall.  Can  1  refresh  your  recollection  by  quoting  from  your 
testimony :  "  The  $28  price  started,  I  think,  in  1899.  That  was  the 
result  or  conferences  and  discussions  between  the  steel  makers  as  to 
what  would  be  a  fair  price,  and  perhaps  more  or  less  talk  with  the 
railroad  companies.  Since  that  time  the  steel  manufacturers  have 
adhered  to  that  price  as  a  fair  price." 

Mr.  Gary.  That  is  correct,  except  the  answer  I  have  given  to-day, 
that  prices  went  up  to  $33  for  a  time. 

Mr.  Beall.  Previous  to  this? 

Mr.  Gary.  I  am  not  sure  of  the  date,  but  I  believe  the  latter  part 
of  1899  rails  sold  at  $33  a  ton.  I  believe  so.  It  is  a  fact  that  the 
original  price  of  $28  per  ton  was  fixed  as  the  result  of  conferences 
or  as  the  result  of  disclosure  of  our  respective  lines  of  business  or  the 
friendly  intercourse  which  I  have  referred  to.  But  it  was  a  reduc- 
tion, in  my  opinion,  from  $33  to  $28.  The  reason  why  the  price  has 
been  $28  since,  I  believe,  is  that  some  of  us  would  never  consent  to 
an  increase  above  that  price,  so  far  as  we  were  concerned,  notwith- 
standing the  demand  that  many  thought  justified  an  increase,  and 
many  of  our  competitors  would  have  increased  the  price  if  we  had 
been  willing  to  do  so. 

Mr.  Beall.  In  other  words,  you  are  in  a  position  when  you  fix  a 
price  of  $28  a  ton  for  steel  rails,  the  others  do  not  seem  inclined  to 
^o  below  that  price  or  go  above  it. 

Mr.  Gary.  No;  that  is  not  right.  We  can  keep  the  price  down, 
but  we  can  not  keep  it  up.    That  is  the  point. 

Mr.  Beall.  Has  anybody  ever  put  it  up  or  attempted  to  put  it  up? 

Mr.  Gary.  Yes;  many,  many  times — our  competitors  many,  many 
times — and  wo  have  doclined  to  put  it  up. 
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Mr.  Beall.  Have  they  ever  attempted  to  put  it  down  ? 

Mr.  Gart.  Our  competitors? 

Mr.  Beall.  Yes. 

Mr.  Gary.  No  ;  I  do  not  think  so ;  not  below  $28.  I  do  not  believe 
there  has  been  any  suggestion  on  the  part  of  anyone  to  put  the  price 
below  $28.  In  the  first  place,  you  must  remember  we  sell  these  rails 
to  railroads  with  whom  we  are  in  constant  and  daily  communication 
and  who  must  be  pretty  well  satisfied.  The  Pennsylvania  Railroad, 
for  instance,  has  an  interest  in  two  of  the  rail-producing  concerns, 
and  yet  it  buys  rails  of  us,  more  or  less.  But  if  we  made  a  price  on 
rails  which  the  railroads  thought  was  not  fair  you  may  be  certain 
we  would  hear  from  them  very  soon — ^just  as  soon  as  they  would  hear 
from  us,  and  do  hear  from  us,  when  we  think  freights  are  too  high. 
The  rail  makers  can  not  very  well  sell  rails  at  less  than  $28. 

Mr.  Bartlett.  You  mean  in  this  country? 

Mr.  Gary.  I  did  not  hear  you. 

Mr.  Bartlett.  I  say,  you  mean  you  can  not  sell  them  to  the  home 
consumer  at  less  than  that? 

Mr.  Gary.  I  will  be  very  glad  to  take  that  x][uestion  up  a  little 
later.  It  is  a  very  pertinent  question,  and  I  will  be  verv  glad  to 
answer  it.  The  figures  in  regard  to  the  cost  of  rails  by  all  the  rail 
makers  of  this  country  were  given  to  the  Ways  and  Means  Com- 
mittee, I  believe,  and  they  had  before  them  figures  from  the  De- 
partment of  Commerce,  and  you  may  have  those  figures;  I  do 
not  know.  But  certainly  they  are  femiliar  with  all  our  costs. 
Now,  as  I  remember,  our  mill  cost  of  making  rails  at  that  time  was 
about  $22.65  per  ton.  You  can  correct  me  if  I  am  wrong.  I  had  the 
exact  figures  at  the  time.  It  costs  to  build  a  rail  mill,  with  what 
goes  with  it,  at  the  present  time,  about  $25,000,000.  We  know,  be- 
cause we  have  just  built  one  at  Gary,  Ind.  Now,  when  you  take 
into  consideration  the  wear  and  tear  and  the  interest  on  the  invest- 
ment of  the  rail  mill,  you  see  you  do  not  have  a  very  large  profit  on  a 
mill  that  produces,  say,  60,000  tons  or  70,000  tons  a  month.  Espe- 
cially when  you  remember  that  many  of  these  mills  are  idle  a  part 
of  the  time.  They  are  not  running  full  all  the  time;  and  when 
mills  are  not  runnm^  full,  the  cost  of  production  is  very  materially 
increased,  and  that  is  why,  if  you  will  allow  me  to  answer  your 
question  now 

Mr.  Bartlett  (interposing).  It  was  a  mere  suggestion. 

Mr.  Gary.  Well,  it  is  a  very  important  question,  and  one  that  is 
considered  all  the  time^  particularly  by  gentlemen  occupying  the 
responsible  positions  which  you  occupy.  There  is  a  practice  allover 
the  world  of  dumping,  as  it  is  called,  surplus  products.  It  is,  really, 
for  the  same  reason  that  the  merchant  at  some  seasons  of  the  year 
clears  his  shelves  and  sells  what  he  has  on  hand  at  less  than  cost. 
Now,  if  we  could  sell  our  rails  abroad  at  $26  a  ton,  or  at  about  cost, 
all  the  time,  so  that  we  could  keep  6ur  mills  running  full  all  the 
time,  we  would  accomplish  several  things.  In  the  first  place,  we 
would  reduce  the  average  or  general  cost  of  production,  and,  in  the 
second  place,  we  would  keep  our  mills  running  full  and  keep  our 
organizations  intact,  our  men  in  continuous  employment;  and,  in 
the  third  place,  we  would  bring  to  this  country  from  foreign  coun- 
tries large  sums  of  money.  This  export  question  is  a  very  impor- 
tant one,  and  I  have  no  doubt  this  committee  will  consider  it.     Now, 
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some  years,  and  in  fact  many  years,  we  do  sell  for  export  at  prices 
somewhat  less  than  domestic  prices,  but  the  total  result  is  that  we 
can  afford  to  sell  for  domestic  consumption  at  a  lower  price.  All 
countries  do  exactly  the  same  thing.  The  net  result  is  not  prejudi- 
cial to  the  domestic  purchaser,  but  is  a  benefit  to  him. 

The  Chairman.  Kight  on  that  pointy  Judge,  how  long  has  it  been 
since  any  other  country  dumped  any  rails  on  us? 

Mr.  Gary.  I  believe  in  1905  or  1906  there  were  large  quantities  of 
foreign  rails  sold  in  in  this  country,  and  I  think  during  the  last  year, 
perhaps,  some  rails  have  been  sold  on  the  Pacific  coast  by  foreigners. 
The  Belgians  and  Germans  can  produce  rails  and  deliver  them  in  San 
Francisco  at  a  very  much  less  price  than  our  mill  can  furnish  them 
at  the  present  time.  We  are  not  protected  at  those  points.  As  you 
will  see  by  our  annual  report,  some  years  we  sold  tnem  for  export 
on  an  average  of  27  cents  a  ton  higher  than  they  were  sold  in  this 
country ;  but,  as  a  rule,  I  think  the  average  would  be  a  little  less. 

The  Chairman.  Have  rails  ever  been  sold  in  this  country  in  the 
last  20  years  as  cheaply  as  you  are  now  selling  rails  in  the  South 
American  Republics? 

Mr.  Gary.  Oh,  yes;  very  much  less. 

The  Chairman.  At  what  price  are  you  selling  rails  now,  say,  in 
Chile? 

Mr.  Gary.  I  have  not  those  figures  before  me,  but  I  think  our 
export  rails  at  this  present  time  are  netting  us  about  $25.50  a  ton. 
That  would  be  my  recollection. 

The  Chairman.  You  do  not  sell  rails  at  the  same  price  to  all  for- 
eim  countries? 

Mr.  Gary.  No  ;  I  am  giving  you  the  average. 

The  Chairman.  I  want  to  get  the  prices  in  some  of  those  countries 
that  are  not  as  well  organized  as  Great  Britain,  for  instance,  and 
other  countries  where  the  beneficent  influence  of  these  international 
institutes  has  tended  to  prevent  this  detrimental  and  evil  tendency 
to  lower  prices  quickly  and  capriciously.  I  believe  in  a  ^reat  many 
countries  that  unfortunate  condition  of  competition  exists,  and  T 
want  to  know  what  you  ^et  for  your  rails  in  those  countries. 

Mr.  Gary.  I  do  not  quite  understand  your  question. 

The  Chairman.  I  mean  in  those  open  markets  where  there  is  no 
competition  between  railways. 

Mr.  Gary.  Where  is  there  such  a  country  as  that  except  the  United 
States? 

The  Chairman.  Is  there  not  an  understanding  between  the  rail- 
makers  of  Great  Britain  and  this  country  that  you  do  not  materially 
interfere  with  each  other's  business? 

Mr.  Gary.  No. 

The  Chairman.  I  was  laboring  under  a  misapprehension. 

Mr.  Gary.  Not  so  far  as  I  know,  except  such  a  result  as  might  come 
from  keeping  one  another  informed 

The  Chairman  (interposing).  I  do  not  think  there  is  any  iron- 
clad contract.  I  tnink  these  wise  business  inen  have  successfully 
substituted  moral  suasion  for  legal  obligation,  with  the  same  result 
to  themselves  and  possibly  the  avoidance  of  an  embarrassment  under 
the  law,  which  might  have  occurred  under  the  old  regime;  and  I 
want  to  get  now  the  difference  between  the  cost  of  rails,  say,  in  Great 
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Britain,  and  in  the  open  market,  like  the  markets  of  South  America, 
where  this  mntual  understanding  among  gentlemen  does  not  exist. 

Mr.  Gary.  Of  course,  you  must  know 

The  Chairmak  (interposing).  I  mean  that  just  as  a  suggestion. 

Mr.  Gary.  Of  course,  you  must  not  expect  me  to  adopt  your  words 
and  say  there  is  any  mutual  understanding.  Not  that  I  want  to  get 
away  from  the  exact  facts.  In  foreign  countries  there  are  agree- 
ments of  one  kind  and  another,  as  you  know.  In  all  the  foreign 
manufacturing  countries,  so  far  as  I  know,  they  are  allowed  to  make 
them.  I  think  in  England  an  agreement  which  we  would  call  in  re- 
straint of  trade  can  not  be  enforced,  but  I  think  there  is  no  penalty 
for  making  such  an  agreement,  and  therefore  they  do  make  them. 

Mr.  LiNDABURY.  That  is  the  old  common-law  rule. 

Mr.  Gary.  The  old  common-law  rule ;  yes. 

In  Germany,  Belgium,  France,  Austria,  and  Italy  they  are  allowed 
to  make  these  agreements  to  maintain  prioes  and  divide  territory  and 
restrict  output 

The  Chairman.  That  is  exactly  what  I  want  to  get  at.  What  is 
the  difference  in  cost  of  rails  in  countries  where  they  can  make  agree- 
ments or  have  understandings  of  one  kind  or  another  and  the  coun- 
tries where  it  is  a  free-for-all  fi^ht  and  any  man  can  sell  a  rail  for 
whatever  he  pleases,  without  violating  eitner  the  legal,  moral,  or 
ethical  canons  of  the  rail-making  profession  ? 

Mr.  Gary.  I  do  not  know  that  there  is  any  country  where  they 
make  rails  without  an  agreement  of  some  kind,  except  in  this  country. 

The  Chairman.  Well,  I  am  not  talking  about  where  they  niake 
them,  but  where  they  sell  them  and  you  sell  them.  I  am  talking 
about  those  free  countries  that  have  no  railways,  but  have  railroads, 
and  where  there  is  no  force  of  any  kind — amoral,  ethical,  legal,  or 
otherwise. 

Mr.  Gary.  Well,  take  South  America,  for  instance 

The  Chairman  (interposing].  Yes;  where  any  fellow  can  take  a 
load  of  rails  and  dump  tnem,  it  he  wants  to — ^where  they  dump  them 
fMi  libitum. 
'  Mr.  Gary.  Now,  what  is  your  q[uestion  ?         * 

The  Chairman.  What  is  the  difference  in  prices  of  rails  in  such 
countries  as  that,  and  in  countries  where  that  condition  does  not 
exist!     Is  it  as  much  as  $4  a  ton.  Judge? 

Mr.  Gary.  I  do  not  think  so.  I  do  not  think  it  is  anythii^  like 
that  ^ 

The  Chairman.  Well,  approximately  that? 

Mr.  Gary.  So  far  as  we  are  concerned  in  this  country,  we  get  pretty 
nearly  the  same  price  from  those  countries  all  the  time.  I  think,  so 
far  as  foreign  manufacturers  are  concerned,  they  get  higher  prices 
from  the  South  American  countries  and  the  other  countries  that  you 
speak  of,  at  times,  at  least,  than  they  do  in  their  own  country.  That 
would  be  my  own  judgment  about  it. 

The  Chairman.  We  do  not  do  that  sort  of  thing.  The  rail  makers 
in  America  do  not  do  that  sort  of  thing.  We  never  treat  foreign 
countries  that  way,  and  sell  them  for  more  than  we  sell  at  home. 

Mr.  Gary.  I  would  not  like  to  characterize  it  in  that  way,  Mr. 
Chairman. 

The  Chairman.  I  do  not  mean  to  speak  invidiously  of  it,  but  I 
mean  to  say  that  that  custom  does  not  exist  in  this  country. 
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Mr.  Gary.  The  custom  of  chamng- 


The  Chairman  (interposing).  Of  selling  anywhere  else  at  a  higher 
price  than  in  this  country. 

Mr.  Gary.  I  have  just  told  you  that  one  year  the  average  price  of 
our  export  rails  was  27  cents  a  ton  higher  than  the  domestic  prices, 
as  shown  in  our  annual  report. 

The  Chairman.  What  year  was  that? 

Mr.  Gary.  It  was  about  1906  or  maybe  1907. 

The  Chairman.  At  the  time  of  the  panic  here? 

Mr.  Gary.  No  ;  not  at  the  time  of  the  panic. 

The  Chairacan.  When  the  panic  was  brewinff  ? 

Mr.  Gary.  The  panic  was  in  October,  1907.  Nineteen  hundred  and 
seven,  on  the  whole,  was  a  pretty  good  year. 

The  Chairman.  That  year  was  unique  in  that  respect,  was  it  not, 
in  the  history  of  rail  making  for  the  last  20  years? 

Mr.  Gary.  Going  back  20  years 

The  Chairman  (interposing) .  Or  say  10  years. 

Mr.  Gary.  There  was  not  very  mudi  export  steel  business,  by 
comparison,  until  after  the  United  States  Steel  Corporation  was 
formed.  That  was  one  of  the  principal  reasons  for  forming  it.  But, 
since  it  was  formed,  I  think  there  has  not  been  any  other  year  when 
the  prices  of  export  rails  were  higher,  on  an  average,  than  domestic 
rails. 

Mr.  McGiLLicuDDY.  Can  you  give  the  committee,  either  now  or 
later,  a  list  of  the  prices  you  get  in  foreign  countries? 

Mr.  Gary.  I  think  we  can.    I  will  try  to  do  that. 

Mr.  McGiLLicuDDY.  In  all  of  the  foreign  countries  you  sell  to. 

Mr.  Gary.  For  what  period  ? 

Mr.  McGiLLicuDDY.  For  the  last  two  or  three  years,  or  as  far  back 
as  you  can. 

Mr.  Gary.  I  will  try  to  do  that.  I  have  done  that  several  times 
for  congressional  committees. 

Mr.  SfcGiLLicuDDY.  Now,  did  I  understand  you  to  say  a  while 
ago  that  you  declined  at  one  time  to  raise  the  price  when  you  were 
invited  to  do  so  by  some  independent  company? 

Mr.  Gary.  I  did  not  quite  put  it  in  that  way.  I  did  say  that  on 
several  occasions  independent  companies  said  they  proposed  to  in- 
crease their  prices,  and  wanted  to  know  what  we  would  do  if  they  did 
increase  them. 

Mr.  McGiLLicuDDY.  Then,  if  you  had  agreed  with  them,  you  would 
have  had  the  power  to  increase  prices,  would  you  not? 

Mr.  Gary.  If  every  one  manufacturing  rails  decided  to  increase  his 
price,  of  course  all  the  manufacturers  would  have  the  power  to  do  it. 

Mr.  McGtllicuddy.  But  that  is  not  answering  my  question.  At 
that  time,  when  you  were  invited  to  do  that,  if  you  saw  fit  to,  you  did 
have  the  power  then  to  raise  the  price  of  rails? 

Mr.  Gary.  We  always  had  the  power  to  raise  our  prices  of  rails, 
and  of  course  if  the  other  manufacturers  raised  their  prices,  and  then 
we  raised  our  prices,  that  would  raise  them  all,  of  course.  But,  as  I 
said,  it  is  pretty  easy  to  prevent  increases  in  prices.  It  is  a  different 
thing  to  prevent  decreases  in  prices. 

The  Chairman.  As  I  understand  you.  Judge,  you  have  been  en- 
gaged for  several  years,  or  at  least  the  United  States  Steel  Corpora- 
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tion  has,  in  the  laudable  enterprise  of  preventing  an  increase  in  the 
price  of  steel  rails — in  holding  the  prices  down  ? 

Mr.  Gary.  I  think  we  have  used  our  influence  in  keeping  the  prices 
<xf  many  steel  conunodities  from  increasing,  when  the  demand  was 
greater  than  the  supply. 

The  Chairman.  1  am  speaking  now  of  rails.  You  have  been  pre- 
venting this  unfortunate  tendency  on  the  part  of  certain  manufac- 
turers at  times,  whenever  there  was  a  great  demand,  to  raise  the 
prices  to  the  consumers!  You  have  been  preventing  that  as  best  you 
could? 

Mr.  Gary.  I  did  not  speak  of  any  tendency.  I  meant  that  there 
have  been  times,  several  times,  when  some  of  our  competitors  would 
say, "  The  demand  is  so  great,  the  mills  are  filled  up,  and  we  want  to 
increase  the  prices  of  rails,  and  we  think  the  prices  ought  to  be  in- 
creased. The  prices  are  too  low."  The  cost  or  rails  has  increased,  I 
should  say,  at  least  $3  a  ton  during  the  last  10  years. 

Mr.  Beall.  Why  would  one  of  your  competitors  consult  you  about 
the  question  of  increasing  the  prices  of  their  own  product? 

Mr.  Gary.  Because  he  would  know  he  could  not  sell  his  rails  for 
more  than  $28  if  we  were  selling  ours  for  $28. 

The  Chairman.  This  is  a  question  that  I  have  in  my  mind,  judge. 
I  think  I  understood  you,  and  I  approve  of  your  conduct  in  the  mat- 
ter. You  have  used  the  great  power  of  the  United  States  Steel  Cor- 
poration, with  its  billion  and  a  half  capitalization  and  its  infinite 
ramifications,  to  prevent  the  raising  of  the  price  of  rails  by  people 
not  so  well  advised,  who  would  be  inclined  to  take  advantage  of  a 
temporary  condition  to  do  so,  have  you  not? 

Mr.  Gary.  Mr.  Chairman,  the  power  of  the  corporation  had  noth- 
ingto  do  with  it.    A  small  manufacturer  can  do  the  same  thing. 

The  Chairman.  I  understand  that. 

Mr.  Gary.  As  witness  the  action  of  one  of  the  steel  companies  last 
week  in  reducing  prices.  It  had  a  very  small  percentage  of  the 
business. 

The  Chairman.  Exactly. 

Mr.  Gary.  But  it  reduced  the  prices. 

The  Chairman.  I  do  not  wish  to  dispute  that,  judge;  but  what  I 
am  getting  at  is  this,  in  respect  to  the  power  of  the  concern,  merely. 
You  have  neld  prices  down  on  steel  rails,  as  I  understood  you.  That 
is  your  statement? 

Mr.  Gary.  I  think  that  has  been  our  influence.  I  am  very  sure  it 
has  been. 

The  Chairman.  You  have  been  exerting  your  influence  to  hold 
prices  down.  Now,  I  want  to  ask  you  if  you  have  succeeded  in  the 
last  10  years  in  reducing  the  price  of  rails  at  any  time  as  much  as  10 
cents  on  the  ton? 

Mr.  Gary.  The  prices  of  rails  have  not  changed  for  about  10  years, 
as  I  have  previou&y  stated,  and  for  the  reasons  which  I  have  given. 
The  cost  01  rails  is  increasing  all  the  time^  and,  I  think,  Mr.  Chair- 
man, the  price  of  rails  must  mcrease  withm  the  comparatively  near 
future.  I  think  we  shall  have  to  increase  our  prices,  and  I  think 
others  will  have  to  increase  theirs,  because  the  cost  has  been  materially 
increasing.  Our  wages  are  increasing  all  the  time.  They  are  very 
much  hi^er  than  they  were  when  we  started,  and  the  specifications 
are  different.    The  contents  are  different.    The  practice  of  making 
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rails  is  different.  The  heavy  equipment  of  the  railroads  and  the 
speed  of  the  trains  have  made  it  necessary  to  produce  a  better  rail,  of 
better  chemical  analysis,  and  with  better  practice.  Our  costs,  as  I 
say,  have  materially  increased,  and  are  increasing,  and  I  have  said 
to  some  railroad  presidents  within  the  last  year  that  I  believed  in 
the  near  future  we  would  have  to  increase  the  price  of  rails. 

The  Chairman.  In  other  words,  having  failed  in  your  strenuous 
effort  to  keep  the  prices  down,  you  are  going  to  let  them  go  up  f 

Mr.  Gary.  I  have  given  the  facts,  and  the  facts  speak  for  them- 
selves.   You  characterize  testimony  better  than  I  can,  Mr.  Chainnan. 

Mr.  Bartlett.  I  would  like  to  ask  you  one  question:  When  the 
Federal  Steel  was  organized — I  am  not  saying  that  was  the  cause 
of  it — ^the  prices  of  steel  rails  went  back  to  $28  a  ton,  did  they  not, 
soon  after  that  organization  ? 

Mr.  Gary.  I  think,  in  the  latter  part  of  1899 — that  is  my  impres- 
sion— ^they  went  up  to  $33. 

Mr.  Bartlett.  They  settled  down,  then?  I  will  use  that  word. 
They  settled  down  ? 

Mr.  Gary.  Just  when  they  were  reduced  to  $28  I  can  not  say  from 
memory.    Just  the  date  I  do  not  remember. 

Mr.  Bartlett.  You  say  they  went  up  to  $33  a  ton.  They  did  not 
remain  long  at  that  price,  did  they? 

Mr.  Gary.  I  think  most  of  the  sales  for  one  year  were  made  at 
$33.  It  was  the  custom  then  to  fix  the  price  in  the  fall  for  rails  for 
the  next  season.  The  railroads  gave  tneir  orders  for  the  next  sea- 
son's rail  business,  generally,  in  the  fall ;  and,  I  think,  in  the  fall  of 
1899  the  prices  of  rails  for  1900  were  fixed  at  $33.  That  is  my 
recollection. 

Mr.  Bartlett.  Then,  when  the  rails  sold  at  $28  a  ton — I  am  not 
going  into  details — it  cost  to  produce  them  about  $12.50  a  ton,  did 
]t  not? 

Mr.  Gary.  How  is  that? 

Mr.  Bartlett.  I  say,  the  cost  to  produce  a  ton  of  steel  rails  at  that 
time  was  $12.50? 

Mr.  Gary.  No,  sir;  that  is  not  an  accurate  statement,  by  a  large 
majority.    If  you  will  read  Mr.  Schwab's  testimony 

Mr.  Bari'lett.  That  is  what  I  have  before  me. 

Mr.  Gary.  Before  the  Ways  and  Means  Committee  ? 

Mr.  Bartlett.  Yes. 

Mr.  Gary.  If  you  wiU  read  it  through,  you  will  see  how  he  quali- 
fies. He  said  he  made  that  statement,  but  he  tells  you  how  and  why 
and  what  the  circumstances  were.    Rails  were  never 

Mr.  Bartlett.  What  did  they  cost  at  the  time  they  sold  at  $28  a 
ton? 

Mr.  Gary.  In  1898? 

Mr.  Bartlett.  After  the  Federal  Steel  was  formed,  and  it  reduced 
the  price  to  $28  a  ton. 

Mr.  Gary.  My  impression  is  that  the  mill  cost  at  that  time  was 
about  $20  a  ton. 

Mr.  Bartlett.  Do  they  cost  more  now  than  they  did  then  to  pro- 
duce? 

Mr.  Gary.  They  do. 

Mr.  Bartlett.  How  much  more? 
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Mr.  Gaby.  I  have  already  said,  when  I  was  before  the  Ways  and 
Means  Committee — I  think  the  mill  cost  at  that  time  was  $22.65  a 
ton;  but  those  prices  are  increasing  a  little. 

Mr.  Lrm^ETON.  To  go  back  a  moment  to  that  institute  matter 

Mr.  Gary.  Yes. 

Mr.  Ltetleton.  How  many 

Mr.  Gaby.  Members? 

Mr.  LriTLETON.  How  many  concerns  were  represented,  in  this  coun- 
try, in  the  various  meetings  that  you  had  or  dmnersf  I  do  not  mean 
to  have  you  name  them;  but  were  they  all  represented,  or  substan- 
tially all  represented  ? 

Mr.  Gaby.  At  some  of  the  dinners  there  have  been  as  high  as  90 
per  cent  in  tonnage  capacity  represented. 

Mr.  LrrTLBTON.  Ana  I  take  it  this  international  program  which 
has  been  projected  in  Brussels  contemplate  the  taking  in  of  as  full 
a  representation  from  this  and  other  coimtries  as  it  deems  best? 

Su*.  Gaby.  Yes;  if  it  could  be  done.  I  am  not  at  all  certain  that 
the  institute  is  practical.    I  am  not  at  all  certain.    I  do  not  know. 

Mr.  LrrruBTON.  Do  you  know  whether  it  is  the  general  view  of 
steel  makers  that  in  some  way  they  must  ^et  between  the  Sherman 
Act  upon  one  side  and  destructive  competition  upon  the  other? 

Mr.  Gaby.  It  is;  it  is.  I  wish  we  knew  just  how  to  do  it.  I  wish 
we  knew  just  what  is  the  right  thing  to  do  and  the  lawful  thing  to  do. 

Mr.  Littleton.  Do  you  think  the  experience  of  the  last  10  years 
in  maintenance  (and  when  I  say  '^  maintenance  "  I  mean  in  the  view 
that  there  has  been  a  price  of  $28  a  ton  maintained  )^Hio  you  think 
that  experience  can  not  be  repeated  and  yet  avoid  the  sharp  comers 
of  the  Sherman  antitrust  law  ? 

Mr.  Gaby.  I  do  not  belieye  it  can.  There  are  so  many  men  in  the 
business,  the  interests  are  so  diverse,  that  it  seems  to  me  there  has  got 
to  be  some  way  of  protecting  the  manufacturers  or  allowing  the 
manufacturers  to  protect  themselves  against  such  depressions  or  de- 
ductions as  will  drive  the  majority  of  them  into  bankruptcy  or  else 
we  will  be  in  chaos. 

Mr.  Littlbton.  You  think  there  is  no  way  by  which  competition 
can  continue  freely,  and  develop  the  steel  business  and  result  in  great 
benefit  to  the  consumers  of  steel  ? 

Mr.  Gary.  I  do  not  think  so — except  by  this  governmental  control. 

Mr.  Ltttleton.  Governmental  control  would  imply,  of  course,  the 
absence  of  competition  in  the  sense  in  which  you  have  discussed  it. 

Mr.  Gaby.  Yes,  yes. 

Mr.  Littleton.  Do  you  think  that  principle  applies,  Mr.  Gary,  to 
other  branches  of  commodities? 

Mr.  Gaby.  I  think  it  does ;  but  of  course  the  necessitv,  or  the  lack 
of  necessity,  dep^ids  more  or  less  upon  the  magnitude  of  the  business. 

Mr.  LriTLETON.  Yes. 

Mr.  Gary.  I  know  what  a  great  question  this  is,  of  course.  It  is 
a  difficult  question. 

Mr.  Littleton.  What  I  was  thinking  about  is  this:  What  is  to  be 
done  with  the  great  concerns  representmg  great  branches  of  business 
that  are  built  up,  and  whether  we  have  come  face  to  face  with  the 
surrender  of  the  competitive  policy  of  our  civilization,  as  we  have 
understood  it,  and  the  acceptance  of  a  new  doctrine  and  policy  which 
will  have  to  be  grafted  onto  this  Government. 
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Mr.  Gaky.  It  seems  to  me  that  we  have. 

The  Chairman.  Do  you  think  it  possible,  Judge  Gary,  to  move 
a  concern  as  stupendous  as  the  United  States  Steel  Corporation  in 
the  direction  of  absolute  governmental  control  without  finally  land- 
ing in  an  absolute  Government  ownership?  Can  you  start  that  .Way 
and  stop  short  of  that  ultimate  goal  ?  \ ' 

Mr.  Gary.  I  think  you  can,  Mr.  Chairman.  I  am  not  as  well 
qualified  as  you  are  to  express  an  opinion  on  that. 

The  Chairman.  You  are  much  better  (Qualified,  Judge. 

Mr.  Gary.  But  that  has  been  done  with  reference  to  banks — ^na- 
tional banks — and  with  reference  to  railroads,  more  or  less.  Of 
course,  the  national  banks  have  only  gone  to  the  extent  of  enforced 
publicity  and  the  conduct  of  their  business  within  certain  rules. 

Mr.  Bartlett.  The  national  bank  is  a  governmental  function  any- 
how.   They  exist  by  reason  of  that  fact. 

Mr.  Gary.  I  know ;  but  that  goes  to  the  legal  aspect  of  the  ques- 
tion, after  all — ^that  is,  as  to  whether  the  Government  has  a  right  to 
do  it    I  speak  from  the  standpoint  of  the  interests  of  the  people 

Mr.  Bartlett.  Whatever  the  interests  of  the  people  are.  Congress 
and  the  Government,  so  long  as  we  live  under  the  present  organic 
law,  have  got  to  move  along  the  lines  prescribed  by  that  organic  law. 

Mr.  Gary.  That  is  true ;  that  is  true. 

The  Chairman.  Jud^Gary,  to  get  back  to  the  steel  rail ;  I  wish 
to  quote  from  Collier's  Weekljr  of  March  27,  1911,  from  an  editorial 
appearing  therein,  in  which  it  is  said : 

The  Steel  Trust- 
That  is  what  the  paper  says;  I  always  speak  of  it  as  the  corpo- 
ration— 

During  March  sold  more  rails  abrond  thau  at  home.  s 

Is  that  true  ? 

Mr.  Gary.  This  is  last  March  ? 

The  Chairman.  Yes. 

Mr.  Gary.  Well,  it  might  be  true,  without  having  sold  very  many 
abroad. 

The  Chairman.  I  simply  ask  as  to  its  accuracy. 

Mr.  Gary.  The  railroads  have  not  been  buying  much  during  the 
last  year. 

The  Chairman.  You  have  sold  more  abroad  than  at  home  ? 

Mr.  Gary.  I  can  not  answer  that  without  refreshing  my  recol- 
lection. 

The  Chairman  (reading) : 

The  price  it  received  abroad  is  not  known 

That  is  one  of  those  bits  of  desirable  knowledge  which  a  Federal  investiga- 
tion will  uncover. 

But  every  well-informed  person  knows  that  the  price  that  Mexicans 
and  Australians  paid  was  about  $4  lower  than  the  $28  a  ton  which 
has  been  the  fixed,  unvarying  price  in  the  United  States  since  the 
day  fhe  Steel  Corporation  was  organized. 

Is  that  statement  correct  ? 

Mr.  Gary.  In  that  word  "  everyone  "  I  do  not  think  I  am  included. 
I  do  not  know  that,  and  I  doubt  its  accuracy.  I  do  not  see  where 
they  get  the  information. 

The  Chairman.  You  have  spoken  of  the  increasing  cost  of  wages. 
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Mr.  Gary.  Yes. 

The  Chairman.  You  have  said  that  the  wages  are  increasing  in 
the  rail  mill.  Can  you  inform  this  committee  whether  the  daily 
wage  rates  have  been  increased,  and  when,  and  what  prices  are  paid 
to  the  pieceworkers,  say,  by  the  ton  ? 

Mr.  Gary.  I  can  not  answer  that.  This  wage  question  does  not 
affect  that  class  of  labor  so  much  as  it  does  the  man  working  by  the 
day.  Those  people  are  pretty  well  paid,  I  think,  and  always  have 
been  pretty  well  paid.  When  a  labonng  man  gets  within  the  domain 
of  what  is  called  an  expert,  or  skilled  laborer,  then  his  wages  are 
pretty  good. 

Mr.  McGiixicuDDY.  When  you  furnish  that  list  of  the  prices 

Mr.  Gary.  Pardon  me  one  moment. 

Mr.  McGiLLicuDDY.  Certainly. 

Mr.  Gary.  Mr.  Chairman,  I  think  there  has  been  a  very  careful 
and  detailed  examination  made  in  regard  to  the  wages  of  our  people 
by  some  department  of  Congress.    What  is  it 

The  Chairman.  The  Bureau  of  Labor? 

Mr.  Gary.  The  Bureau  of  Labor.  That  is  under  a  resolution  of 
the  Senate.     I  do  not  know  what  the  report  is. 

Tlie  Chairman.  Yes. 

Mr.  Gary.  But  facts  are  facts,  and  speak  for  themselves.  Then 
you  also  know,  probably,  that  there  has  been  a  very  thorough  exami- 
nation made  oi  the  mills  at  Gary,  Ind.,  and  at  Joliet,  111.,  by  a  gentle- 
man representing  the  department  of  the  congress  which  takes  the 
questions  referred  to  in  the  Gompers  claims  or  charges,  or  whatever 
they  may  be,  and  referred  to  by  the  chairman  in  one  of  his  addresses. 
I  have  not  seen  the  report  yet.  I  do  not  know  what  it  is^  but  I  know 
that  the  gentleman  had  access  to  ours  mills  and  our  offices  and  our 
men,  and  ascertained  exactly  what  the  conditions  are;  and  the  reports, 
when  made,  will  speak  for  themselves  on  that  subject. 

Mr.  McGiLLicuDDY.  When  you  furnish  the  committee  with  the  list 
of  prices  that  your  products  have  been  sold  at  in  foreim  countries, 
would  you  also  be  willing  to  furnish  the  amounts  you  nave  sold  to 
each  of  those  countries? 

Mr.  Gary.  I  think  so. 

Mr.  McGilucuddy.  How  soon  do  you  think  you  can  have  those 
things  ready  ? 

Afr.  Gary.  Within  a  week  or  so — or  two  weeks,  I  should  think. 

Mr.  McGiiaLicuDDY.  Your  company — that  is,  the  parent  company- 
is  organized  under  the  laws  of  New  Jersey,  I  believe? 

Mr.  Gary.  Yes,  sir. 

Mr.  McGiLLicuDDY.  Have  you  any  power  or  authority  to  do  any- 
ihii^  except  to  act  as  a  holding  company  ? 

i^.  Gary.  We  have. 

Mr.  McGiLi-icuDDY.  What  other  powers  have  you  in  addition  to 
that? 

Mr.  Gary.  Well,  all  of  the  powers  incident  to  manufacturing,  I 
would  say,  offhand. 

Mr.  McGn-LicunDY.  You  have  power,  then,  to  operate  the  same  as 
the  subsidiary  companies? 

Mr.  Gary.  Yes,  sir.  Did  I  state  to  you  why  we  operated  in  the 
way  we  did,  as  a  holding  company,  instead  of  being  an  operating 
c(Hnpany  ?    Did  I  state  that  yesterday  ? 
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Mr.  McGiLLicuDDY.  I  think  so. 

Mr.  Young.  I  did  not  hear  anything  of  that  kind. 

Mr.  Gary.  I  would  be  glad  to  state  it. 

Mr.  McGiLLicuDDT.  Let  me  go  on  with  what  I  want  to  ask  and 
finish  it.    The  parent  company  does  nothing  in  the  way  of  operating? 

Mr.  Gart.  It  does  not. 

Mr.  McGiLUCUDDY.  You  are  purely,  and  in  fact,  a  holding  com- 
pany? 

Mr.  Gary.  That  is  true. 

Mr.  McGiLLicuDDY.  For  these  nine  subsidiary  companies? 

Mr.  Gary.  Nine,  or  some  other  number. 

Mr.  McGiLLicuDDY.  They  have  some  subsidiary  companies  in  them- 
selves ? 

Mr.  Gary.  Yes. 

Mr.  McGiLLicuDDY.  Has  it  been  your  policy  to  make  the  same  men 
the  directors  of  the  subsidiary  companies  who  are  directors  of  the 
parent  company  ? 

Mr.  Gary.  No;  except  I  think  I  am  on  the  boards  of  directors  of 
most,  if  not  all,  of  the  main  subsidiary  companies;  and  some  of  my 
assistants  may  be  on  some  of  the  boards,  the  object  being  to  know 
what  is  going  on,  of  course.  I  do  not  attend  all  of  the  meetings,  but 
I  am  on  the  boards. 

Mr.  McGiLLicuDDY.  Your  parent  company,  through  the  ramifica- 
tions of  the  subsidiary  companies,  is  in  aDSOlute  control  of  the  policy 
of  all  those  companies? 

Mr.  Gary.  That  is  true,  as  I  stated  yesterday. 

Mr.  McGiLLicuDDY.  You  have  a  right  to  limit  the  production  if 
you  see  fit  to  exercise  that  power — ^the  holding  company  has? 

Mr.  Gary.  Technically,  we  do  not  have  the  right. 

Mr.  McGiixicunDY.  You  have  the  power? 

Mr.  Gary.  Well,  we  would  have  the  ultimate  power. 

Mr.  McGiLLicuDDY.  That  is  what  I  mean. 

Mr.  Gary.  But  we  would  have  to  wait  until  there  was  an  election, 
in  order  to  get  control  if  there  should  be  any  dispute,  but  I  do  not 
think  that  would  be  likely  to  be  necessary.  I  would  tnink,  in  effect, 
that  our  influence  is  dominant. 

Mr.  McGiLLicuDDY.  Dominant  in  all  those  subsidiary  companies? 

Mr.  Gary.  Yes,  sir ;  in  those  subsidiary  companies. 

Mr.  McGiLLicuDDY.  And  if  you  saw  fit  to  do  so  you  could  limit 
the  production  or  increase  it  at  your  free  will  ? 

Mr.  Gary.  I  would  think  so. 

Mr.  McGiLLicuDDY.  There  is  no  doubt  about  that,  is  there? 

Mr.  Gary.  No:  in  the  way  I  have  suggested  and  to  the  extent  I 
have  suggested. 

Mr.  LiNDABURY.  That  is,  as  to  the  subsidiary  companies? 

Mr.  Gary.  Yes;  the  subsidiary  companies. 

Mr.  McGiLLicuDDY.  You — the  parent  company — could  control  the 
price  of  the  output  at  all  times,  could  you  not  ? 

Mr.  Gary.  Yes. 

Mr.  McGiLLicuDDY.  And  limit  the  production  if  you  saw  fit  to? 

Mr.  Gary.  We  could  in  the  way  I  nave  suggested ;  yes. 

Mr.  McGiLLicuDDY.  There  would  not  be  any  competition  between 
your  subsidiary  companies,  of  course? 

Mr.  Gary.  Xo. 
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Mr.  McGiLLicuDDY.  And  never  is? 

Mr.  Gary.  No. 

Mr.  McGiLUcuDDY.  So  that,  so  far  as  the  parent  company  and  the 
nine  subsidiary  companies  and  the  railroad  companies  connected 
with  them  are  concerned,  there  would  not  be  any  possible  competi- 
tion within  that  region? 

Mr.  Gary.  Well,  "possible"  is  a  pretty  strong  word. 

Mr.  McGiixicuDDY.  I  will  saj  "probable." 

Mr.  Gary.  No;  they  do  sometimes  overstep  what  I  would  consider 
the  bounds  of  propriety  and  the  best  interests. 

Mr.  McGillicuddy.  If  you  detected  anything  of  that  kind  it  would 
be  very  quickly  stopped,  would  it  not  ? 

Mr.  Gary.  It  would;  that  is  right. 

Mr.  LrrTLET(5N.  Could  you  effect  the  dissolution  of  all  the  subsid- 
iaiy  companies  and  dissolve  them  from  the  complete  ownership  of  the 
Steel  Corporation? 

Mr.  Gaby.  Yes;  we  could  do  that,  and,  of  course,  would  do  it 
readily  if  by  any  law  of  Congress  or  any  decision  of  the  Supreme 
Court  or  by  any  direction  of  the  administration  it  was  suggested  or 
it  was  insisted  upon.  The  reason  why  we  have  not  done  that  is  that 
we  believe  these  subsidiary  companies,  having  their  boards  of  direc- 
tors and  their  officers,  consisting  of  presidents,  vice  presidents,  etc., 
have  more  responsibility  and  reach  a  higher  success  m  the  manage- 
ment of  the  properties  in  their  charge  than  they  would  if  they  were 
simply  the  managers  of  these  mills  as  departments. 

Mr.  Ltttleton.  That  is  the  philosophy  of  local  self-government, 
somewhat? 

Mr.  Gary.  Yes;  it  is.  There  is  not  any  doubt,  and  I  would  not 
like  to  have  the  committee  think  that  I  have  tried  to  raise  a  doubt, 
that  the  United  States  Steel  Corporation  could  put  all  of  these  orop- 
erties  into  the  possession  and  absolute  control  of  the  United  otates 
Steel  Corporation  as  an  operating  company;  and  if  there  is  any 
reason  why  that  should  be  done  we  would  not  hesitate  to  do  it, 
although  I  do  not  think  it  would  be  as  good  for  the  operation  of  the 
properties.  If  the  men  in  the  mill,  for  instance,  could  not  go  to  a 
superintendent  there  who,  in  turn,  could  go  to  the  president  of  the 
company  for  rplief  or  changes,  and  had  to  go  to  the  headquarters,  in 
case  the  United  States  Steel  Corporation  was  operating  these  prop- 
erties, for  relief,  he  would  not  feel  that  he  had  the  same  opportunity 
to  reach  success.  It  seems  to  me  that  is  a  practical  business  question. 
If,  legally  or  morally,  there  is  any  reason  why  the  United  States 
Steel  Co.  should  take  these  and  operate  them  instead  of  leaving 
them  in  the  possession  of  the  subsidiary  companies  whose  stocks 
are  held  by  the  holding  company,  we  would  oe  glad  to  make  the 
change. 

Mr.  Bartlbtt.  Right  there:  You  might  run  up  against  the  North- 
ern Securities  Co.  decision  if  you  did  that,  might  you  not  ? 

Mr.  Gary.  I  do  not  know  but  that  we  would. 

Mr.  McGillicuddy.  Do  some  of  these  subsidiary  companies  engage 
in  one  class  of  manufacture  and  some  in  another?  They  are  not  all 
manufacturing  the  same  kinds  of  products? 

Mr.  Gary.  Oh,  no.  Their  products  are  very  widely  diversified, 
except  as  to  some  of  the  companies.    The  Carnegie  Co.  and  the  Uli- 
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nois  Steel  Co.  each  makes  considerable  of  some  of  the  same  products, 
the  Carnegie  Co.  having  a  very  much  wider  range  of  products. 

Mr.  McGiLLicuDDY.  If  one  of  your  companies  at  a  certain  period 
is,  perhaps,  making  a  very  small  profit,  or  perhaps  no  profit  m  the 
manufacture  of  its  products,  are  the  prices  of  some  other  company 
raised  to  make  up  that  difference,  so  as  to  average  the  loss? 

Mr.  Qaky.  Oh,  no ;  oh,  no. 

Mr.  McGiLLicuDDY.  Nothing  of  that  kind  has  ever  been  done? 

Mr.  Gary.  No.  We  have  npw  what  we  call  the  deadly  parallel 
columns. 

Mr.  McGhllicuddy.  In  all  of  your  own  companies? 

Mr.  Gary.  In  our  own  companies.  I  mean  by  that  that  we  have 
cost  sheets,  showing  the  costs  ox  the  different  products  at  the  different 
mills  of  the  different  companies;  and  when  these  come  up  for  ex- 
amination and  it  is  ascertained  that  the  costs  at  one  mill  or  at  one 
company  are  larger  than  are  in  some  other  place,  then,  of  course,  we 
bring  these  people  together  and  ask  them  to  find  out  why  it  is,  and  we 
endeavor  to  adopt  all  the  best  methods  which  have  been  in  use  at  the 
lower-cost  mill  in  the  other  mills,  to  reduce  the  costs  of  all. 

Mr.  McGnxicuDDY.  You  believe,  then,  Judge,  and  it  is  your  policy, 
that  it  is  better  for  each  company  to  be  in  this  combination?  You 
believe  it  is  better  for  that  company;  that  it  makes  it  stronger  and 
better  to  do  business  than  it  otherwise  would  be,  to  do  it  alone  ? 

Mr.  Gary.  Yes;  I  think  it  is. 

Mr.  McGnjLJCUDDY.  So  that  if  any  outsider,  any  independent  com- 
pany, makes  competition,  it  has  to  make  it  practically  against  the 
combination  of  your  whole  nine  companies,  does  it  not? 

Mr.  Gary.  That  is  true,  of  course.  I  think  we  have  some  advan- 
tage. 

Mr.  McGiLi.icuDDY.  By  reason  of  that  combination  ? 

Mr.  Gary.  By  reason  of  the  aggregation  of  capital  and  by  reason 
of  our  great  talent  and  our  organization  and,  among  other  things,  be- 
cause we  have  a  large  sum  of  money  which  we  keep  at  a  central  bank, 
as  you  would  call  it  in  politics  down  here,  and  our  subsidiary  com- 
panies do  not  require  more  than  half  as  much  money^  probaoly,  as 
they  would  require  if  they  were  acting  separately  and  independently 
of  one  another;  and  I  believe  these  local  companies  could  not  do  one- 
half  or  one-fourth  of  the  export  business  which  we  do  if  they  were 
segregated  or  divided — and  tnat  question  of  exports,  as  I  said  before, 
was  the  dominating  factor,  in  my  opinion,  at  tne  time — in  mv  action 
at  the  time — of  the  organization  of  the  United  States  Steel  Oorpora- 
tion.    It  is  very  important  to  consider  that. 

The  Chairman.  This  organization,  then,  serves  a  double  purpose. 
It  enables  you,  by  these  deadly  parallel  columns,  and  by  frequent  con- 
sultations among  your  various  concerns,  to  constantly  reduce  the  cost 
of  production? 

Mr.  Gary.  It  does. 

The  Chairman.  And  by  the  power  of  the  central  body,  the  parent 
concern,  it  enables  j^ou  to  prevent,  at  the  same  time,  a  corresponding 
relation  in  prices? 

Mr.  Gary.  Well,  I  think  that  question  answers  itself,  of  course. 

The  Chairman.  Yes ;   I  think  it  does. 

Mr.  Gary.  We  would  not  have  one  mill  which  we  control  operating 
asrainst  another  mill  which  we  control. 
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The  Chaibman.  You  get  a  twofold  benefit  from  the  organization  f 

Mr.  Gaby.  That  is,  so  far  as  these  companies  are  in  competition  in 
their  products;  and,  as  I  have  already  stated,  that  is  very  small. 

Mr.  Young.  Mr.  Gary,  does  the  United  States  Steel  Corporation 
have  any  other  or  different  or  greater  control  over  the  prices  of  its 
own  products  than  every  other  corporation  has  over  the  prices  of  its 
products? 

Mr.  Gary.  It  certainly  does  not 

Mr.  Yoxmo.  If  it  has  any  advantage  it  is  because  it  is  larger  than 
its  competitors? 

Mr.  Gaby.  Because  it  is  larger  and  better  organized  and  has  better 
equipment,  etc.,  and  means  oi  transportation. 

Mj.  Young.  And  it  has  the  benefit  of  the  comparison  of  the  work 
being  done  in  the  different  plants? 

Mr.  Gaby.  Yes,  sir ;  I  thmk  that  is  very  important. 

Mr.  Young.  It  can  bring  the  combined  experience  of  its  entire 
force  to  bear  on  any  particular  problem  ? 

Mr.  Gaby.  That  is  right. 

Mr.  Young.  I  wanted  to  ask  a  few  questions  about  this  ore  busi- 
ness in  the  lake  regions. 

The  Chaibman.  Pardon  me,  Mr.  Young.  We  would  be  glad  to 
have  you  take  up  that  line  of  examination  after  recess,  if  that  would 
be  agreeable  to  you. 

Mr.  Young.  Certainly. 

The  committee  thereupon  took  a  recess  until  2.15  o'clock  p.  m. 

AFTEB  BEGESS. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 

The  Chaibman.  When  the  committee  adjourns  this  afternoon,  we 
will  adjourn  until  Wednesdav  morning  at  10  o'clock.  I  will  say 
to  the  witnesses  who  are  here  that  we  will  try  to  arrange  between  now 
and  then  to  notify  some  of  you  that  you  will  be  needed  on  that 
occasion,  so  as  not  to  bring  so  many  back  at  once  and  inconvenience 
you.  We  will  do  the  best  we  can.  You  will  hold  yourselves  sub- 
ject to  notification,  of  course. 

Mr.  LiNDABUBY.  I  was  about  to  make  a  request  on  behalf  of 
Mr.  Dickson,  who  has  been  here  from  the  first,  and  who  told  me  that 
he  was  very  anxious  to  get  his  family  up  to  his  country  place  in 
northern  New  Hampshire.  I  told  him  I  would  propose  to  the  com- 
mittee that  he  be  excused  upon  his  promise  to  come  on  whenever 
he  is  telegraphed  for-,  which  I  will  do  whenever  the  committee  tells 
me  to.  We  still  will  have  four  or  five  witnesses  here,  and  I  can  get 
him  here  upon  notification  at  any  time. 

The  Chaibman.  We  will  want  Mr.  Lambert,  too — ^Mr.  Dickson 
and  Mr.  Lambert. 

Mr.  Gaby.  He  was  here  this  morning. 

Mr.  LiNDABUBY.  Has  he  been  subpoenaed  ? 

The  Chaibman.  He  was  here.  Yes ;  he  has  been  subpa?naed.  We 
will  take  Mr.  Lambert,  then,  and  Mr.  Dickson,  Wednesday ;  and  we 
will  notify  Mr.  Beam,  and  the  rest  of  them 

Mr.  LiNDABUBY.  No;  that  is  a  countersuggestion  T  made.  I  under- 
stood that  Mr.  Dickson  wanted  to  go  up  to  New  Hampshire  early 
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next  week  with  his  family,  and  my  suggestion  was  that  you  do  not 
take  him  until  you  tell  me  you  will  want  him. 

The  Chairman  .  Whom  would  you  suggest  for  Wednesday  besides 
Mr.  Lambert? 

Mr.  LiNDABURY.  I  do  not  know  whether  it  makes  any  difference  to 
the  gentlemen.    I  will  confer  with  them. 

The  Chairman.  All  right.  I  partially  promised  Mr.  Lambert  that 
I  would  put  him  on  next.  Outside  of  that,  I  do  not  know  of  any 
members  of  the  committee  that  have  made  any  arrangements  as  to 
the  order  of  witnesses,  and  you  can  suit  your  convenience  about  the 
other  ones.  I  should  like  to  have  as  many  as  two  every  day,  so  that 
if  we  get  through  with  one  we  will  not  have  to  wait. 

Mr.  LiNDABURY.  We  will  have  two,  then. 

Mr.  Bartlett.  Of  course,  Mr.  Chairman,  the  dismissal  of  witnesses 
tentatively  leaves  them  subject  to  the  subpoena,  and  their  temporary 
absence  will  only  be  for  the  purpose  of  accommodating  the  witnesses? 

Mr.  LiNDABURY.  Entirely ;  the  subpoena  holds.    That  is  understood. 

Mr.  LrTTLETON.  There  will  be  no  doubt  about  that.  The  counsel 
pledges  himself  to  have  the  witnesses  here. 

Mr.  LiNDABURY.  I  think  you  can  rely  on  that. 

Mr.  Bartlett.  Why.  to  be  sure  I  do. 

Mr.  LiKDABURY.  Will  you  go  on  on  Thursday?  Shall  I  arrange 
for  two  more  witnesses  on  Thursday  ? 

The  Chairman.  I  should  think  we  can^o  on  on  Thursday. 

Mr.  LiNDABURY.  Then  shall  I  arrange  for  two  for  Wednesday  and 
two  for  Thursday  ? 

The  Chairman.  For  two  days;  yes,  sir.  You  will  notify  us, 
please,  as  soon  as  possible  which  two  you  are  going  to  call.  Notify 
us  to-day  which  ones,  please. 

Mr.  LiNDABURY.  Ii  1  do  not  notify  you  to-day  which  ones,  it  will 
be  because  thev  will  all  be  here.  I  think  there  are  only  four,  anyhow. 
I  perhaps  will  have  them  all  here.    If  not,  I  will  notify  you. 

The  Chairman.  All  right. 

Mr.  LiNDABURY.  Otherwise  I  will  ask  them  all  to  be  here. 

The  Chairman.  All  right. 

STATEMENT  OF  MB.  ELBEST  H.  OABT— Continued. 

Mr.  Young.  Judge  Garjr,  I  understood  you  to  say  that  you  thought 
the  Mesabi  was  the  finest  iron-ore  district  in  the  world.  ' 

Mr.  Gary.  I  did. 

Mr.  Young.  Are  you  familiar  with  the  iron-ore  districts  of  Cuba? 

Mr.  Gary.  I  am,  somewhat. 

Mr.  Young.  What  can  you  say  of  their  extent? 

Mr.  Gary.  The  properties  have  not  yet  been  fully  explored,  and  it 
is  impossible  to  say.  1  think  there  is  a  very  large  body  of  a  certain 
character  and  class  of  ore  there.  I  do  not  think  it  compares  favor- 
ably with  the  northern  ores. 

Mr.  Young.  In  what  respect  are  they  better? 

Mr.  Gabt.  The  northern  ores? 

Mr.  Young.  Yes. 

Mr.  Gary.  In  the  first  place  the  Cuban  ores  are  very  wet,  and  re- 
quire a  very  costly  treatment  in  order  to  concentrate  them  and  make 
tnem  usable. 
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Mr.  Young.  Do  you  know  whether  or  not  they  contam  a  per- 
centage of  nickel  ? 

Mr.  Gary.  They  do. 

Mr.  Young.  Does  that  add  to  their  value  or  not  ? 

Mr.  Gart.  That  may  be  a  disputed  question.  I  think  it  is.  There 
are  gentlemen  here  whose  opinion  of  the  character  and  qualities  of 
ores  would  be  much  better  than  mine.  Mr.  Gayley,  for  instance,  our 
former  vice  president,  who  is  not  with  us  now  and  has  not  been  for 
some  years,  but  used  to  be  with  us,  is  an  expert  on  ores,  and  his 
opinion  and  his  description  of  those  ores  would  be  very  good. 

Mr.  Young.  Mr.  Schwab  testified  before  the  Committee  on  Ways 
and  Means,  when  the  Payne  tariff  bill  was  under  consideration,  that 
the  engineers  whom  he  had  had  upon  the  property  on  the  north  shore 
of  Cuba  reported  that  the  ore  bodies  were  at  least  as  extensive  as  those 
in  the  Mesabi  Eange.  Do  you  know  anything  about  whether  that  is 
correct  or  not  ? 

Mr.  Gary.  They  are  very  extensive.  I  do  not  think  they  are  as 
extensive  as  the  Mesabi  bodies. 

Mr.  Young.  He  also  stated  that  the  addition  of  the  nickel  which 
was  in  the  ore  would  make  the  steel  made  from  that  ore  worth  at 
least  $2  a  ton  more  than  though  it  did  not  contain  nickel — for  some 
purposes;  not  for  all.    Have  you  any  knowledge  on  that  subject? 

Mr.  Gary.  That  is  a  matter  of  opinion,  perhaps;  but  I  believe  it 
is  the  consensus  of  opinion  that  a  mixture  of  nickel  with  our  steel 
adds  to  the  qualities  of  the  steel.  I  should  like  to  say  also  that  Mr. 
Boberts,  who  is  a  member  of  our  finance  committee,  and  has  been 
subpoenaed  as  a  witness  here,  I  consider  an  expert  with  reference  to 
all  departments  of  the  manufacture  of  iron  and  steel. 

Mr.  Young.  Is  it  the  practice  in  this  country,  in  the  manufacture 
of  certain  kinds  of  steel,  to  introduce  nickel? 

Mr.  Gary.  It  is. 

Mr.  Young.  And  that  costs  something,  I  suppose? 

Mr.  Gary.  It  costs  something. 

Mr.  Young.  Has  the  United  States  Steel  Corporation  or  any  of 
its  subsidiary  companies  any  interest  in  any  Cuban  ores? 

Mr.  Gary.  We  have  some  interests.  We  have  taken  up  some 
claims  and  made  some  explorations,  and  I  hope  will  eventually 
secure  some  of  the  Cuban  ores  as  a  reserve.  Of  course,  we  must 
have  a  very  large  reserve  of  ores  in  order  to  take  care  of  our  business. 

Mr.  Young.  Is  the  Pennsylvania  Steel  Co.  a  large  owner  of  Cuban 
crest 

Mr.  Gary.  It  is;  I  think  very  large. 

Mr.  Young.  The  Bethlehem  Steel  Co.  ? 

Mr.  Gary.  I  think  the  Bethlehem  also  has  a  large  holding  there. 
I  believe  the  Pennsylvania  isjpossessed  of  many  hundreds  of  mil- 
lions of  tons  of  Cuban  ore.    That  is  mv  information. 

Mr.  Young.  You  spoke  of  steam-shovel  mines  on  the  Mesabi 
Range.  Are  there  any  steam-shovel  mines  on  the  Menominee,  Mar- 
quette, Gogebic,  Baraboo,  or  Vermilion  Banges? 

Mr.  Gary.  I  believe  not. 

Mr.  Young.  Then  all  of  the  steam-shovel  mines  are  confined  to  the 
Mesabi? 

Mr.  Gary.  I  think  so. 
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Mr.  Young.  Are  all  of  the  Mesabi  mines  steam-shovel  mines? 

Mr.  Gary.  No;  they  are  not. 

Mr.  Young.  About  what  proportion  of  the  annual  product  from 
the  Mesabi  comes  from  steam -shovel  mines? 

Mr.  Gary.  I  can  not  answer  that.  There  is  a  large  percentage  that 
comes  from  shaft  mining;  but  the  larger  portion,  certainly,  I  would 
say,  is  steam-shovel  minmg  ore. 

Mr.  Young.  Is  that  percentage  changing  any  as  time  goes  on? 

Mr.  Gary.  Yes. 

Mr.  Young.  In  what  way? 

Mr.  Gary.  In  favor  of  the  steam  shovel.  More  and  more  of  the 
Mesabi  ores  are  being  uncovered  year  by  year. 

Mr.  Young.  On  page  51  of  the  last  annual  report  of  the  Steel  Ck>r- 
poration  appears  a  list  of  iron  mines.  Does  that  embrace  all  of  the 
iron  properties  owned  by  the  Steel  Corporation  at  the  time  it  was 
made? 

Mr.  Gary.  This  probably  would  not  include  all  of  the  ore  prop- 
erty which  we  own,  but  it  includes  all  of  the  developed  properties. 
This  is  designated  by  mines,  you  will  notice. 

Mr.  Young.  Yes. 

Mr.  Gary.  You  will  see  at  the  top :  "  Developed  iron-ore  mines 
owned  by  subsidiary  companies  December  31,  1910."  That  is  sup- 
posed to  include  them  all. 

Mr.  Young.  Could  you  state  which  ones  of  these  properties  named 
in  this  list  were  owned  outright  by  the  Steel  Corporation  and  those 
upon  which  you  only  had  leases? 

Mr.  Gary.  I  can  not  from  recollection,  but  will  be  glad  to  furnish 
a  list  if  it  is  desired — ^a  written  statement. 

Mr.  Young.  Will  you  do  that  ? 

Mr.  Gary.  I  will  do  so. 

Mr.  Young.  In  that  statement  could  you  also  add  the  length  of 
time  that  these  leases  are  to  run  ? 

Mr.  Gary.  I  will. 

Mr.  Young.  Now,  as  to  the  Hill  ores,  so  called.  Do  I  understand 
that  after  the  date  you  stated  in  1913 — -- 

Mr.  Gary.  We  may  cancel  in  1916,  provided  we  give  notice  in 
1913 ;  that  is  my  recollection  of  ihe  lease. 

Mr.  Young.  Yes.  Then,  after  having  elected  in  1913,  you  have  to 
then  retain  your  leases  until  their  expiration,  if  you  elect  to  hold 
them  then? 

Mr.  Gary.  Yes;  or,  stated  differently  and  perhaps  more  accurately, 
unless  we  give  notice  of  cancellation  then  the  leases  are  continued. 

Mr.  Young.  Yes;  and  you  have  no  further  option  to  throw 
them  up? 

Mr.  Gary.  We  have  not. 

Mr.  Bartlett.  Indefinitely  do  you  mean?  Are  they  continued  for 
a  fixed  period  or  indefinitely  ? .  .      . 

Mr.  Gary.  Well,  as  stated  this  morning  in  the  record  clearly,  until 
the  ore  is  exhausted,  provided  that  is  witnin  the  terms  of  such  prop- 
erties as  are  under  lease  and  which  expire  by  stated  limitation. 

Mr.  Young.  When  you  furnish  the  statement  of  the  leases  and 
when  they  will  expire,  you  will  also  include  these  leases  on  the  Hill 
properties? 

Mr.  Gary.  Yes. 
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Mr.  Young.  You  have  stated  that  certain  other  companies  engaged 
in  the  manufacture  of  iron  and  steel  own  ores  on  the  Mesabi  Range. 
Do  they  also  own  ores  on  the  Michigan  ranges? 

Mr.  Gary.  I  think  they  do,  more  or  less,  and  there  are  many  inde- 
pendent companies  not  engaged  in  manufacturing  who  own  large 
?uantities  of  iron  ore  on  the  different  ranges — like  the  Cleveland 
!liffs,  for  instance,  and  many  other  concerns. 

Mr.  Young.  Can  you  state  about  what  proportion  of  the  ore  mined 
annually  in  the  entire  Lake  Superior  district  is  mined  by  the  sub- 
sidiary companies  of  the  United  States  Steel  Corporation  and  what 
proportion  by  other  corporations  or  companies?  1  refer  to  the  whole 
Lake  Superior  district. 

Mr.  Gary.  In  1909  we  produced  45.6  per  cent;  and  the  independ- 
ents, so-called  (those  outside  of  our  interests) ,  54.4  per  cent. 

Mr.  Young.  Have  you  the  figures  for  1910? 

Mr.  Gary.  No;  they  are  not  vet  made  up. 

Mr.  LiNDAEURY.  He  has  the  figures  for  the  preceding  years,  if  you 
wish  them. 

Mr.  Young.  Very  well ;  let  us  have  those. 

Mr.  Gary.  In  1908  we  produced  46.3  per  cent ;  in  1907,  43.3  per 
cent;  in  1906,  43.2  per  cent;  in  1905,  43.4  per  cent;  in  1904,  37.9 
per  cent;  in  1903,  43.8  per  cent;  in  1902,  45.1  per  cent. 

Mr.  Young.  I  see  that  the  annual  report  of  the  United  States  Steel 
Corporation,  on  page  17,  shows  the  production  of  ore  in  1910  by  the 
Steel  Corporation  to  have  been  25,245,816  tons;  and  deducting  the 
ore  produced  by  the  Tennessee  Coal,  Iron  &  Railroad  Co.'s  mines, 
it  would  leave  23,264,515  tons  produced  in  the  Lake  Superior  region. 
Do  vou  know  whether  that  is  correct? 

Mr.  Gary.  I  think  that  is  correct. 

Mr.  Young.  And  do  you  know  about  what  was  produced  by  the 
independents  that  year,  if  you  can  not  give  the  accurate  figure  ? 

Mr.  Gary.  I  do  not,  but  I  presume  the  percentages  were  nearly 
the  same  as  in  1909. 

Mr.  Young.  You  were  asked  if  there  were  any  number  of  mines 
owned  by  independents  on  the  Mesabi  Range.  I  presiune  you  are 
familiar  with  the  names  of  mines  up  there? 

Mr.  Gary.  More  or  less,  but  not  as  familiar  as  I  used  to  be.  I  do 
not  cany  them  in  my  mind. 

Mr.  Young.  I  hold  in  my  hand  a  book  entitled  "  The  Iron  Ores  of 
Lake  Sui)erior,"  compiled  by  Crowell  and  Murray,  chemists  and 
metallurgists,  at  Cleveland,  m  which  they  give  a  list  of  mines  on 
the  different  Lake  Superior  Ran^s.  I  notice,  for  instance,  on  the 
Mesabi,  the  following  list  being  given  as  controlled  by  M.  A.  Ha  una 
&  Co.    I  wish  to  ask  you  if  you  know  whether  it  is  correct  or  nnt : 

The  Bessemer,  the  Brunt^  the  Croxton,  the  Forest,  the  Hanna,  the 
Jordan,  the  Kellogg,  the  Kinney,  the  Larkin,  the  La  Rue,  the  Li  ley, 
the  Mahoning,  the  Mariska,  the  Onondaga,  the  Pettit,  the  Roberts, 
the  Silver,  the  Victoria,  the  Wacootah,  and  the  Wills— producing  in 
1909  2,138,628  tons. 

Mr.  Gary.  I  know  thej  control  many  of  those.  I  have  no  reason 
to  doubt  that  statement  is  accurate.  I  feel  certain  Mr.  Gailey  could 
tell  you  certainly. 

Mr.  Young.  Turning  again  to  page  51  of  your  report,  I  see  it 
stated  that  the  Steel  Corporntion  owns  a  one-half  interest  in  the 
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Pewabic  mine  on  the  Menominee  Range.  Are  you  able  to  say  who 
owns  the  other  one-half? 

Mr.  Gary.  The  Van  Dyke  family,  of  Milwaukee. 

Mr.  Young.  And  on  uie  Marquette  Range,  it  is  stated  that  the 
Steel  Corporation  owns  a  three- fourths  interest  in  the  Lake  Superior 
group.    Can  you  state  who  owns  the  other  one-quarter  interest? 

Mr.  Gary.  I  think  the  Cleveland  Cliffs  Iron  Co. 

Mr.  Young.  Also  the  Queen  mine  on  the  Marquette  Range? 

Mr.  Gary.  That  is  the  same. 

Mr.  Young.  In  the  Virginia  district  of  the  Mesabi  I  note  the 
Union  mine  given  as  owned  one-half  by  the  Steel  Corporation.  Can 
you  state  who  owns  the  other  half  ? 

Mr.  Gary.  I  think  the  Republic  Iron  &  Steel  Co. 

Mr.  Young.  And  in  the  Fayal  district,  it  is  stated  that  the  Steel 
Corporation  owns  a  one-fourth  interest  in  the  Biwabik.  Can  you 
state  who  owns  the  other  three-fourths  ? 

Mr.  Gary.  I  think  Todd,  Stanbow  &  Co. 

Mr.  Young.  Is  the  Biwabik  a  large  mine? 

Mr.  Gary.  It  is. 

Mr.  Young.  Do  you  remember  about  what  it  produces  annually? 

Mr.  Gary.  I  do  not.  It  is  not  producing  as  much  now  as  it  used 
to  produce.    I  can  not  give  jrou  the  figures  for  the  present. 

Mr.  Young.  I  see  also  it  is  stated  that  in  the  Hibbing  district  the 
Steel  Corporation  owns  a  one-fifth  interest  in  the  Mahoning  mine. 
Can  you  state  who  owns  the  other  four-fifths  ? 

Mr.  Gary.  The  Cambria  Steel  Co. — the  Cambria  Iron  &  Steel  Co., 
I  think. 

Mr.  Young.  What  is  done  with  the  ores  in  these  cases  where  you 
own  a  portion  of  the  mine  and  somebody  else  owns  the  rest  ?  Do  you 
control  all  the  ores,  or  are  they  divided  ? 

Mr.  Gary.  They  are  mined  under  some  arrangement  whereby  the 
proportions  are  received  by  the  different  owners. 

Mr.  Young.  Do  you  mean  that  the  ore  itself  is  divided?        "^^ 

Mr.  Gary.  I  mean  the  ore  itself  is  divided. 

Mr.  Young.  For  instance,  here  at  the  Mahoning,  where  you  have 
only  a  fifth  interest,  you  would  only  get  a  fifth  of  the  ore,  and  the 
rest,  the  other  four-fifths,  would  go  to  the  owners  of  the  other  four- 
fifths  of  the  mine? 

Mr.  Gary.  That  is  what  I  mean.  That  I  suppose  to  be  the  prac- 
tice. 

Mr.  Young.  Yes ;  and  that  is  the  practice  of  all  these  mines  where 
you  have  joint  ownership? 

Mr.  Gary.  That  is  the  general  practice.  I  do  not  think  of  any  ex- 
ceptions now.    That  is  one  of  the  largest  mines  up  there,  I  think. 

Mr.  Young.  I  think  you  have  stated  that  all  of  the  independent 
ownei-s  of  mines  in  Minnesota  would  have  to  ship  their  ores  over 
roads  controlled  by  the  Steel  Corporation  or  the  Hill  road  ? 

Mr.  Gary.  At  the  present  time,  yes;  to  thi  lake  -to  Lake  Supe- 
rior. 

Mr.  Young.  Before  the  Steel  Corporation  was  formed,  was  it  also 
true  in  this  region  that  certain  mining  companies  owned  railroads 
over  which  the  ore  had  to  be  shipped  to  the  lake  ? 
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Mr.  Gary.  That  is  true  of  the  Duluth,  Missabe  &  Northern  and 
the  Duluth  &  Iron  Range  Railroads.  I  doubt  if  at  that  time  any  of 
the  Hill  properties  were  being  mined. 

Mr.  YouNO.  Was  the  Hill  road  built  at  that  time  ? 

Mr.  Gary.  I  do  not  think  it  was.  I  am  not  sure  that  it  was.  I 
believe  not. 

Mr.  Young.  Can  you  state  whether  or  not,  since  the  Steel  Corpora- 
tion has  purchased  these  railroads,  there  has  been  any  change  in  the 
freight  cnarges  to  independent  owners  of  mines,  either  by  decreases 
or  increases! 

Mr.  Gary.  No  changes  have  been  made. 

Mr.  Young.  You  have  maintained  the  situation  just  as  th6  former 
owners  of  the  mines  maintained  it? 

Mr.  Gary.  We  have. 

Mr.  Young.  Has  there  been  much  complaint  of  those  rates  by  in- 
dependent owners? 

Mr.  Gary.  I  do  not  know  of  any. 

Mr.  Young.  All  of  the  ore  shipped  from  Minnesota 

Mr.  Gary.  I  think  I  should  modify  my  last  answer  to  this  extent : 
I  believe  during  the  last  year  there  was  some  complaint  by  some  one 
whose  name  I  have  forgotten,  who  had  a  small  interest  in  some  mine 
and  who  was  willing,  and  perhaps  I  might  say  desirous^  of  selling 
that  interest.  I  think  he  did  go  to  some  of  the  authorities  and  ask 
them  to  take  up  the  subject  matter  of  rates;  and  after  considering 
the  matter  they  declined  to  take  up  the  matter. 

Mr.  Young.  Is  the  ore  mined  in  Minnesota  shipped  from  there  into 
other  States  to  be  used? 

Mr.  Gary.  It  is  shipped  by  rail  to  Lake  Superior,  and  then  by 
ship  across  to  Lake  Erie  and  Lake  Michigan  ports. 

Mr.  Young.  So,  as  you  understand  it,  the  Interstate  Commerce 
Commission  would  have  jurisdiction  over  those  shipments? 

Mr.  Gary.  I  can  not  answer  that  question.  I  am  not  familiar 
with  it. 

Mr.  Young.  You  do  not  know  whether  it  would  or  not? 

Mr.  Gary.  I  do  not.  I  am  very  sure  that  you  know  better  than 
I  do. 

Mr.  LiNDABURY.  Are  there  through  freights,  or  do  you  not  know? 

Mr.  Gary.  I  do  not  know. 

Mr.  Young.  I  think  that  is  all. 

The  Chairman.  Judge  Gary,  you  speak  of  these  roads  being  the 
outlet  from  those  mines  in  which  so  many  of  the  independents  as 
well  as  the  United  States  Steel  Corporation  have  interests,  and  of  the 
freight  rate  being  reasonable,  and  having  been  retained  since  your 
company  came  in  charge  and  control  of  them,  at  the  same  rate— not 
any  rate  being  raised.  This  control  over  the  common  carriers  between 
the  Mesabi  Range  and  the  lake  is  a  very  great  factor  in  the  power 
to  control  the  business  of  your  competitors  if  you  choose  to  exercise 

it,  is  it  not? 

Mr.  Gary.  I  hardljr  think  so,  because  the  subject  of  rates  is  under 
the  control  of  commissions.  Of  course,  the  ownership  of  those  rail- 
roads is  of  decided  advantage  and  value,  first,  because  there  is  some 
profit  in  carrying  the  freight  which  is  onered,  and  because  it  enables 
us  to  make  deliveries  whicn  are  satisfactory. 
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The  Chairman.  But  what  I  mean,  Judge  Gary,  is  this :  I  am  not 
charging,  of  course,  that  there  have  been  any  inorainate  rates  charged. 
I  am  asking  now  about  the  abstract  proposition.  Say  that  the  Illi- 
nois or  the  Pennsylvania  or  the  Cambria  Steel  Co.  or  some  of  these 
other  large  competitors  of  yours  procured  the  bulk  of  their  ores  from 
the  Mesabi  region 

Mr.  Gary.  That  probably  is  not  true  of  the  Pennsylvania. 

The  Chairman.  I  say,  just  for  the  sake  of  the  illustration. 

Mr.  Gary.  Yes. 

The  Chairman.  If  you  were  in  possession  and  control  of  the  com- 
mon carrier  over  a  part  of  the  line  of  traffic  over  which  this  ore  had 
to  go,  if  you  could  fix  vour  own  freight  rate  upon  that  traffic,  you 
could  in  that  way  to  a  degree  fix  the  price  of  ore  to  your  competitor, 
could  you  not  ? 

Mr.  Gary.  We  could  if  we  had  the  absolute  right  to  fix  the  price 
of  carriage,  which  we  have  not. 

The  Chairman.  But  I  am  not  charging  that,  Judge. 

Mr.  Gary.  I  thought  you  did  assume  that  we  had  a  right  to  fix 
the  freight  rate. 

The  Chairman.  I  beg  your  pardon. 

Mr.  Gary.  We  have  not  that  right,  notwithstanding  we  are  the 
owner,  because  we  are  a  common  carrier. 

The  Chairman.  I  understand.  You  are  amenable  to  the  law. 
You  do  fix  the  rate,  do  you  not  ? 

Mr. Gary.  Yes;  we  5o.  The  rate  has  remained  unchanged.  It 
was  fixed  long  ago,  and  we  have  never  attempted  to  change  it. 

Mr. Bartlett.  You  fix  the  rates  subject  to  the  approval  of  the. 
commission  ? 

Mr.  Gary.  The  rate  is  continued,  subject  to  the  approval  of  the 
commission. 

The  Chairman.  Of  the  State  of  Minnesota  ? 

Mr.  Gary.  Of  the  State. 

The  Chairman.  But  if,  for  any  reason,  the  State  of  Minnesota 
should  not  exercise  its  authoritjr,  and  you  were  permitted  to  charge, 
or  did  charge,  an  exorbitant  freight  rate,  the  excess  of  that  rate  over 
the  cost  of  carriage  with  a  fair  per  cent  would  be  in  the  nature  of  a 
tribute  levied  upon  the  ore  of  your  competitor,  would  it  not? 

Mr.  LiNDABURY.  I  am  not  sure  whether  the  committee  entertains 
objections  to  questions.  If  it  does,  I  should  like  to  object  to  that 
question. 

Mr.  McGiLLicuDDY.  Judge  Gary  can  object  to  it  if  he  wishes. 

The  Chairman.  He  is  counsel  for  Judge  Gary. 

Mr.  Gary.  Of  course  the  question  is  argumentative,  Mr.  Chairman, 
and  contains  various  assumptions.    I  have  no  disposition  to  evade  it 

at  all. 

The  Chairman.  I  do  not  mean  to  assume  that  you  have  done  any- 
thing wrong  in  the  ownership  and  control  of  these  roads. 

Mr.  Gary.  But  you  ask  what  power  we  have  ? 

The  Chairman.  Yes.  I  am  simply  asking  you  now  the  question 
about  the  power  of  the  common  carrier.  I  believe  you  have  discussed 
that  question  before.  Judge,  and  that  is  the  reason  1  ask  it.  In  speak- 
ing of  the  latent  power,  I  mi^ht  call  it — to  use  the  scientific  term — 
of  a  great  concern  like  this,  in  discussing  whether  your  power  was 
dependent  upon  the  size  of  the  concern  or  upon  tariff  rates,  I  believe, 
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before  the  Ways  and  Means  Committee,  you  stated  as  follows.    You 
were  asked  this  question : 

Mr.  Clark.  Suppose  this  case:  Suppose  you  did  conclude  for  any  reason,  no 
difference  what,  to  mark  yours  up  to  $30,  and  one  of  these  independent  con- 
cerns thought  it  had  a  good  opportunity  to  make  money,  and  it  held  its  at  $28 
or  marked  them  down  to  $27,  have  you  not  such  a  hold  on  the  American  mar- 
ket that  you  could  immediately  mark  yours  down  to  $20  or  $25  long  enough 
to  put  that  fellow  clear  out  of  business,  and  then  mark  yours  up  again  to  where 
yon  wanted  it? 

Mr.  Gabt.  Quite  likely;  that  may  be  true.  I  will  not  say  that  that  is  not 
true.  I  will  not  say  that  in  the  competition  we  could  not  drive  a  good  many  of 
our  competitors  out  of  business. 

Mr.  Clark.  Now,  another  thing 

Mr.  Gabt.  It  is  not  because  of  our  hold  on  the  market 

Mr.  Clark.  What  is  it,  then? 

Mr.  Gary.  It  is  because  of  our  ability  to  produce  cheaper  and  because  of 
our  ovmership  in  the  independent  concerns,  such  as  the  railroads,  the  steam- 
ship lines,  etc.,  which  gives  a  large  credit  from  the  United  States  Steel  Cor- 
poration's standpoint. 

Now,  I  will  ask  you  to  enlarge  on  that. 

Mr.  Gary.  I  will  subscribe  to  that ;  and  that  is  not  in  accordance 
with  the  suggestion  in  your  previous  question,  as  I  understand  it. 
The  fact  that  the  United  States  Steel  Corporation  is  the  owner  of 
ore  and  of  transportation  companies — I  should  say,  the  fact  that  it  is 
in  control,  because  the  ownersnip  is  in  these  subsidiary  companies — 
enables  it  to  receive  some  profits  by  the  operation  of  those  mines 
and  those  transportation  companies,  and,  therefore,  from  the  stand- 
point of  the  United  States  Steel  Corporation,  reduces  the  cost  of 
production;  and  that  being  so,  we  would  have  some  advantage  over 
competitors  not  having  such  facilities,  and  could  sell  cheaper  than 
they  could  afford  to  sell.  In  a  trade  war — in  bitter,  destructive  com- 
petition— ^I  believe  we  would  have  some  advantage  over  many  other 
manufacturers  of  steel;  and  what  is  true  of  the  United  States  Steel 
Corporation  is  true  of  some  of  the  other  so-called  independents. 
That,  of  course,  brings  up  this  question  as  to  what  is  to  be  done  to 
fully  protect  all  of  the  indepenaents  and,  therefore,  foster  instead 
of  destroy  competition.    It  is  a  troublesome  question. 

The  Chaibman.  Very.  Judge,  you  pay  these  transportation  com- 
panies for  hauling  your  ore,  just  like  the  independent  does,  do  you 
not? 

Mr.  Gart.  We  do. 

The  Chairman.  And  it  is  charged  up.  If  you  charge  a  reasonable 
rate,  I  will  say — as  we  presume  you  do — it  is  paid  by  the  United 
States  Steel  Corporation  to  the  United  States  Steel  Corporation,  in 
its  ultimate  analysis  ? 

Mr.  Gaby.  Of  course;  the  facts  speak  for  themselves. 

The  Chairman.  Yes.  If  you  charge  an  excessive  rate  you  would 
not  be  the  loser  by  it  ? 

Mr.  Gary.  The  United  States  Steel  Corporation  would  not  be  the 
loser. 

The  Chairman.  Certainly.  You  are  a  director,  I  believe,  in  the 
Elgin,  Joliet  &  Eastern  Railroad  Co.  ? 

Mr.  Gary.  Yes. 

The  ChairMx\x.  In  the  Bessemer  &  Lake  Erie  Railroad  Co.? 

Mr.  Gary.  I  think  so. 

The  Chairman.  In  the  Union  Railroad  Co.  ? 

Mr.  Gary.  I  am  not  certain  about  that. 
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The  Chaibman.  In  the  Duluth  &  Iron  Range  Railroad? 

Mr.  Gary.  I  think  so. 

The  Chairmak.  In  the  Duluth,  Mesabi  &  Northern  Railroad? 

Mr.  Gary.  I  think  so. 

The  Chairman.  In  the  Pennsylvania  &  Lake  Erie  Dock  Co.? 

Mr.  Gary.  I  do  not  know  about  that,  but  I  will  say  that  I  am  a 
director  in  most  of  the  subsidiary  corporations. 

The  Chairman.  And  in  the  Pittsburg  Steamship  Co.  ? 

Mr.  Gary.  I  think  so. 

The  Chairman.  They  are  all  subsidiaries  of  the  United  States 
Steel  Corporation? 

Mr.  Gary.  Or  subsidiaries  of  subsidiaries.  We  took  these  prop- 
erties over  as  we  found  them,  as  they  had  been  organized  before  the 
creation  of  the  United  States  Steel  Corporation. 

The  Chairman.  As  they  sometimes  say  in  will  cases,  they  are  either 
first  cousins  or  first  cousins  once  removed.  You  are  also  a  director  in 
the  Chicago,  Lake  Erie  &  Eastern  Railroad  Co.? 

Mr.  Gary.  No  ;  that  is  not  the  name — ^the  Chicago,  Lake  Shore  & 
Eastern. 

The  Chairman.  The  Chicago,  Lake  Shore  &  Eastern,  is  it? 

Mr.  Gary.  I  think  so. 

The  Chairman.  In  the  Hudson  &  Manhattan  Railroad  Co. — the 
"  Tube,"  as  it  is  called  ? 

Mr.  Gary.  I  am ;  but  that  has  nothing  to  do  with  any  of  our  com- 
panies. 

The  Chairman.  I  know ;  and  in  the  Southern  Railway  Co.  ? 

Mr.  Gary.  I  am. 

The  Chairman.  I  am  asking  this  for  another  purpose.  You  know 
from  your  experience  as  a  railroad  man,  both  in  companies  sub- 
sidiary to  the  United  States  Steel  Corporation  and  companies  that 
are  not  subsidiary,  about  what  is  a  fair  and  a  reasonable  rate  for  the 
transportation  or  freight  and  what  is  a  reasonable  earning  for  a 
railroad  company,  do  you  not? 

Mr.  Gary.  I  do  not  think  I  can  answer  that  in  the  affirmative.  I 
have  never  had  any  experience  in  rate  making. 

The  Chairman.  You  know  how  other  people  make  rates?  You 
know  how  rates  are  made — about  what  the  rate  is  ? 

Mr.  Gary.  No;  I  do  not  know. 

The  Chairman.  Is  it  not  about  7  or  8  per  cent?  Is  not  that  what 
has  been  declared  by  the  Interstate  Commerce  Commission  to  be  a 
fair  and  remunerative  rate? 

Mr.  Gary.  I  am  not  competent  to  answer  that  question.  I  have 
not  given  any  particular  thought  to  it.  I  know,  of  course,  that  rates 
are  subject  to  revision. 

The  Chairman.  You  have  read  the  late  decision  of  Judge  Prouty, 
have  vou  not? 

Mr.  Gary.  No  ;  I  have  not. 

The  Chairman.  I  will  state  that  my  recollection  is  that  in  that 
decision  he  refuses  to  raise  the  rates  because,  on  the  average,  they  are 
about  7  per  cent. 

Mr.  Gary.  Seven  per  cent? 

The  Chairman.  They  pay  an  income  of  7  per  cent  to  the  persons 
who  have  stock — an  interest  of  7  per  cent  on  the  investment.  Would 
you  consider  a  rate  of  10  per  cent  as  exorbitant  or  as  excessive? 
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Mr.  Gaby.  That  would  depend  altogether  upon  the  railroad,  I 
should  think.    For  instance 

The  Chaibman.  Well,  an  ordinary  railroad? 

Mr.  Gary.  Well,  that  is  a  very  elastic  word.  Mr.  Chairman,  if 
you  were  to  build  a  railroad  on  the  lake,  for  instance,  to  an  iron-ore 
district  or  a  coal  district,  you  would  have  to  take  into  account  the 
fact  that  in  the  course  of  time,  sooner  or  later,  the  source  of  supply 
of  freights  would  be  entirely  exhausted  and  the  railroad  left  without 
any  visible  means  of  support.  That  is  an  important  question  to 
consider. 

The  Chairman.  The  Mesaba  Range  will  not  be  exhausted  in  60 
years,  will  it! 

Mr.  Gary.  I  fear  in  a  very  much  less  time  than  that 

The  Chairman.  Would  you  say  25  or  30  years  ?  I  think  you  esti- 
mate your  supply  at  60  years  ahead,  do  you  not? 

Mr.  Gary,  if  so,  that  must  have  been  a  long  time  ago. 

The  Chairman.  What  do  you  estimate  it  at?  I  was  judging  from 
some  of  the  reports.  I  do  not  seem  to  be  able  to  lay  my  hands  on 
them  now. 

Mr.  Gary.  Well,  it  depends  on  what  grade  of  ore  we  will  deter- 
mine— I  mean  what  quality  of  ore  in  that  district — will  be  usable. 

The  Chairman.  You  have  a  lease  on  that  Mesaba  ore  now,  have 
you  not? 

Mr.  Gary.  We  have  leases,  some  running  for  one  term  and  some  for 
others. 

The  Chairman.  What  are  your  longest  leases  ? 

Mr.  Gary.  I  do  not  know  that  I  can  answer  that,  but  I  do  not 
remember  any  that  have  more  than  about  40  to  45  years  to  run,  spcak- 
ingof  the  longest. 

The  Chairman.  You  have  a  lease  on  the  Mesabi  Range  running 
for  40  to  45  years  ? 

Mr.  Gary.  It  seems  to  me  there  are  a  few ;  some  much  shorter. 

The  Chairman.  A  lease  of  40  years  would  presuppose  that  there 
would  be  some  ore  there  yet  at  the  end  of  40  years,  would  it  not  ? 

Mr.  Gary.  Of  course,  if  the  ore  is  not  exhausted. 

The  Chairman.  The  lease  would  expire,  but  you  would  not  make 
a  lease  for  40  years  unless  you  expected  ore  would  be  there  for  40 
years,  would  you? 

Mr.  Gary.  We  attempt  to  get  a  lease  long  enough  to  cover  the 
necessities  of  the  lessee. 

The  CHAmMAN.  I  will  ask  you  in  regard  to  the  Duluth,  Mesabi 
&  Northern  Railway,  if  it  was  not  completed  in  1897  and  1898  ? 

Mr.  Gary.  If  it  was  not  completed  then  ? 

The  Chairman.  Yes. 

Mr.  Gary.  I  do  not  know  that  I  can  answer  that.  I  had  no  inter- 
est in  or  connection  with  it  in  any  way  until  after  the  United  States 
Steel  Corporatin  was  organized. 

The  Chairman.  Its  entire  capital  stock  was  owned  formerly  by 
the  Lake  Superior  Consolidated  Iron  Mines  Co.,  was  it  not? 

Mr.  Gary.  I  think  so. 

The  Chairman.  And  it  became  a  subsidary  of  the  United  States 
Steel  Corporation.  The  total  length  of  that  road,  I  believe,  is  274 
miles? 
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Mr.  Gary.  I  believe  I  gave  the  mileage  this  morning.  It  is  about 
316  miles,  main  line,  branches  and  spurs,  without  sidings  and  second 
tracks. 

The  Chairman.  I  took  that  from  Moody's  Manual. 

Mr.  Gary.  That  is  probably  correct. 

The  Chairman.  I  have  no  doubt  vou  have  it  more  correctly.  Their 
capital  stock  is  $5,000,000,  is  it  not? 

Mr.  Gary.  The  authorized  issue  is  that. 

The  Chairman.    The  amount  outstanding  is  $4,112,500? 

Mr.  Gary.  I  believe  that  is  right. 

The  Chairman.  All  owned  by  the  Lake  Superior  Iron  Mines  Co., 
a  subsidiary  of  ths  United  States  Steel  Corporation? 

Mr.  Gary.  Yes. 

The  Chairman.  I  ask  you  if  in  1903  and  1904  you  did  not  declare 
a  dividend  of  152  per  cent;  if  a  dividend  of  152  per  cent  was  not 
paid  from  the  surplus  earnings  of  that  road  ? 

Mr.  Gary.  I  can  not  answer  that.  The  reports  are  made  to  the 
commission  in  the  regular  way. 

The  Chairman.  I  ask  you  if  in  September,  1905,  you  did  not  de- 
clare a  dividend  of  70  per  cent? 

Mr.  Gary.  I  can  not  answer  that.  Of  course  you  know,  without 
my  suggesting  it,  that  the  capital  stock  does  not  represent  the  value 
of  the  railroad. 

The  Chairman.  I  understand. 

Mr.  Gary.  We  put  in  many,  many  millions  not  capitalized. 

The  Chairman.  Yes. 

Mr.  Gary.  I  could  not  tell  you  now  the  value  of  the  property. 

Mr.  Littleton.  How  much  would  be  a  fair  capitalization? 

Mr.  Gary.  I  can  not  answer  that,  I  am  sorry  to  say,  but  a  very 
much  larger  sum  than  that. 

The  Chairman.  The  franchise  is  exceedingly  valuable.  In  June, 
1906,  it  declared  a  dividend  of  40  per  cent? 

Mr.  Gary.  I  beg  pardon? 

The  Chairman.  1  ask  you  if  it  did  not  declare  a  dividend  of  40 
per  cent  in  June,  1906  ? 

Mr.  Gary.  I  can  not  answer,  because  I  have  not  refreshed  my 
recollection. 

The  Chairman.  In  September,  1907,  another  dividend  of  50  per 
cent  was  declared? 

Mr.  Gary.  I  can  not  answer  that. 

The  Chairman.  And  in  June,  1906,  a  dividend  of  60  per  cent  was 
declared  ? 

Mr.  Gary.  The  same  answer. 

The  Chairman.  Is  Moody's  Manual  a  good  authority? 

Mr.  Gary.  Yes;  I  think  so. 

The  Chairman.  That  is  mine.  I  will  ask  you  if  the  freight  earn- 
ings of  that  road  in  1906  and  1907  were  not  $9,365,249? 

Mr.  Gary.  I  beg  your  pardon  ? 

The  Chairman.  I  ask  you  if  the  gross  earnings  of  that  road  in 
1906  and  1907  and  1908  were  not  $9,365,249? 

Mr.  Gary.  That  I  can  not  answer.  If  it  is  true,  as  it  may  be,  of 
course  our  own  companies  paid  the  most  of  that,  as  you  know.  It 
was  largely  bookkeeping. 
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The  Chairman.  I  believe  you  said  that  40  per  cent  of  that  ore  was 
for  you  and  sixty  and  odd  per  cent  for  somebody  else? 

Mr.  Gart.  Not  of  that  ore. 

Mr.  LiNDABtjRY.  He  did  not  say  that.    You  have  a  misrecoUection. 

The  Chairman.  I  thought  that  was  the  whole  of  that  holding  of 
the  Mesabi  Range. 

Mr.  LiNDABURY.  That  was  the  per  cent  of  the  whole  of  the  ore 
product. 

The  Chairman.  I  beg  your  pardon.  I  will  ask  you  if  the  net 
earnings  for  1908  and  1909  were  not  $5,295,986  ? 

Mr.  Gary.  I  can  not  answer  that ;  but  it  seems  to  me  when  I  say 
that  I  believe  that  Moody's  Manual  is  reliable,  that  answers  your 
question,  and  that  it  would  be  up  to  us  to  show  that  the  representa- 
tions in  that  manual  are  incorrect,  unless  we  are  willing  to  adopt 
them. 

The  Chairman.  I  understand  you  have  no  reason  to  doubt  the 
figiiresf 

Mr.  Gary.  I  have  not. 

The  Chairman.  I  will  say  this,  in  fairness,  to  Judge  Gary.  I  will 
give  these  figures  and  get  them  in  the  record  now,  and  if  they  are 
erroneous,  I  would  be  very  glad  if,  before  your  hearings  are  finally 
printed,  you  would  have  any  correction  made;  and  in  that  connection, 
of  course  the  traffic  sheets  would  be  competent  to  put  in  evidence. 

In  1906  and  1907  I  believe  the  gross  earnings,  passenger  earnings, 
of  that  road  were  $284,447.    Is  that  approximately  correct? 

Mr.  Gary.  I  can  not  say  as  to  that. 

The  Chairman.  And  the  gross  earnings  were  $10,679,973  ? 

Mr.  Gary.  I  can  not  say. 

The  Chairman.  I  will  ask  you  if  this  concern,  after  paying  these 
dividends  of  162  per  cent  in  1904,  of  70  per  cent  in  1905,  40  per  cent 
in  1906,  60  per  cent  in  1907,  and  60  per  cent  in  1908,  had  on  hand  a 
surplus  for  1907  of  $4,864,970  and  for  1906  and  1907  a  surplus  of 
$6,736,886? 

Mr.  Gary.  I  have  no  recollection  on  the  subject.  I  certainly  would 
not  deny  the  assertion  without  looking  into  the  matter. 

The  Chairman.  Are  you  a  director  in  the  Duluth  &  Iron  Range 
Bailroad  Co.? 

Mr.  Gary.  I  am,  I  think. 

The  Chairman.  Which  was  incorporated  under  the  laws  of  Minne- 
sota in  1874.  You  received  swamp  lands  from  the  State,  10  sections 
to  the  mile,  98  miles.  The  entire  capital  stock  was  $3,000,000,  I  be- 
lieve ;  outstanding,  $4,500,000 ;  second-mortgage  bonds,  owned  by  the 
Minnesota  Iron  Co.,  a  subsidiary  of  the  Federal  Steel  Co.,  later  be- 
coming a  part  of  the  United  States  Steel  Corporation.  Total  miles 
operated,  224.  Dividends  of  1901  were  6  per  cent;  in  1903  and  1904, 
from  accumulated  surplus,  you  declared  150  per  cent;  September, 
1905,  66  per  cent;  June,  1906,  40  per  cent;  September,  1907,  80  per 
cent ;  June,  1908,  40  per  cent. 

Dividends  prior  to  1900  aggregated  100  per  cent. 

Passenger  earnings,  1907,  $266,405. 

Freight  earnings,  $5,864,676. 

Gross  earnings,  $6,1207,610. 

I  want  to  call  your  attention  to  this  particularly.  Judge  Gary. 
Moody's  Manual  gives  the  gross  earnings  at  $6,207,510,  of  which 
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$3,259,124  were  net  earnings.  For  1906  and  1907  the  gross  earnings 
are  ^ven  at  $8,171,484,  and  the  net  earnings  at  $4,897,163.  Those  are 
the  fagures  from  Moody's  Manual.  You  entertain  no  doubt  on  that 
subject  ? 

Mr.  Gary.  I  have  no  recollection  on  the  subject. 

The  Chaibman.  I  wish  to  call  your  attention  to  those  figures,  so 
that  before  you  appear  again  you  can  look  them  up  and,  if  necessary, 
correct  them. 

Mr.  Gary.  I  remember  about  the  time  that  the  Federal  Steel  Co. 
was  organized,  perhaps  just  preceding  that,  there  was  complaint  to 
the  State  commission,  I  thinK,  in  regard  to  the  freight  rates,  and 
while  I  was  not  connected  with  the  railroad  at  that  time  and  kiiow 
only  from  hearsay,  I  remember  it  was  reported  there  was  a  very 
thorough  examination  of  the  whole  question  then,  which  included  the 
actual  values  of  the  properties,  regardless  of  their  nominal  capital, 
in  order  to  determine  whether  the  rates  were  excessive  or  not.  I 
believe  the  commission  found  in  favor  of  the  railroad.  That  is  my 
impression. 

Mr.  LiNDABURY.  They  have  a  physical-valuation  law  in  Minnesota, 
have  they  not  ? 

Mr.  Gary.  AVhether  they  have  or  not,  they  have  the  arbitrary  right, 
I  think,  to  determine  what  is  a  fair  rate. 

Mr.  Littleton.  These  earnings  or  dividends  appear,  from  these 
reports,  very  large? 

Mr.  Gary.  Yes. 

Mr.  Littleton.  So  large  that  unless  explained  or  understod  many 
conclusions  or  deductions  could  be  drawn  from  them.  Can  you 
explain  the  fact  that  they  are  as  large  as  they  are,  or  do  you  put  it 
on  the  undercapitalization? 

Mr.  Gary.  Largely  on  that  ground,  and  partly  on  the  ground  that 
the  location  of  tne  railroads  makes  them  very  valuable  and  their 
earnings  very  large,  because  the  railroads  are  rumished  by  connect- 
ing interests  with  an  enormous  business — that  is,  the  Steel  Corpora- 
tion interests — which  enables  these  railroad  companies  to  keep  their 
roads  in  the  very  best  condition,  to  furnish  the  very  best  equipment. 
f*nd  to  transport  at  the  minimum  cost  of  transportation.  I  have  no 
doubt  that  on  the  basis  of  a  capitalization  which  would  represent  the 
cost  of  reproduction  of  the  railroads  the  earnings  are  still  very  large, 
but,  of  course,  nothing  like  that  would  appear  from  the  figures  which 
have  been  given. 

The  Chairman.  Judge  Cran^  I  notice  among  the  directors  of  this 
road  are  Mr.  James  Gayley,  W.  E.  Corey,  Judge  William  S.  Eden- 
born,  directors,  also  heavily  interested,  of  the  United  States  Steel 
Corporation,  and  C.  F.  Cole,  of  the  Copper  Mining  Co.,  or  whatever 
it  is. 

Mr.  Gary.  I  think  the  last  three  are  no  longer  directors. 

The  Chairman.  I  would  suggest,  while  it  is  irregular,  Mr.  Gayley 
is  here,  and  if  he  knows  any  other  reason  than  you  have  stated  for 
this  rather  phenomenal  showing  I  would  be  glad  to  swear  him  and 
have  him  throw  any  other  light  that  he  can  on  it. 

Mr.  Gary.  Is  it  not  better  to  wait?  You  are  going  to  put  him  on 
the  stand  later,  anyway,  on  other  questions? 

The  Chairman.  Yes;  I  want  it  to  go  on  the  record  at  the  same 
time. 
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Mr.  Gaby.  Suppose  you  take  it  up  at  that  time. 

Mr.  LiNDABURT.  We  can  probably  supply  you  with  the  data  you 
want  on  that  subject. 

The  Chairman.  In  that  connection  I  would  like  to  get  data  on  the 
cost  of  construction,  on  the  cost  of  operation,  data  on  the  length  of 
the  haul  and  cost,  including  the  amount  of  steam  coal  that  is  neces- 
sary to  transport  one  of  these  trains  from  the  mines  to  the  dock  at  the 
lake. 

Mr.  LiNDABURY.  The  amoimt  of  what  ? 

The  Chairman.  The  amount  of  steam  coal  necessary  for  operation. 
It  has  been  alleged  and  charged — not  in  the  public  prints;  it  seems 
not  to  have  gotten  into  the  public  prints — and  I  will  say  frankly 
that  I  have  been  advised  by  persons  who  have  some  technical  knowl- 
edge of  these  things,  that,  as  Judge  Gary  says,  you  have  probably 
here  a  minimum  cost  in  the  matter  of  transportation;  that  you  can 
carrv  a  ton  a  mile  on  these  railroads  cheaper  than  on  any  other  rail- 
road in  the  civilized  world ;  but  that  may  or  may  not  be  true.  I  want 
to  get  at  that.  I  would  like  to  get  the  cost  of  the  original  constnir- 
tion.  I  would  like  to  get  an  estimate  of  what  it  would  cost  to  repro- 
duce those  roads  now. 

In  connection  with  this  matter.  Judge  Gary,  does  the  United 
States  Steel  Corporation,  or  anyone  in  its  interest,  own  a  controlling 
interest  in  the  stock  of  the  Elgin,  Joliet  &  Eastern  Railroad  ?  ' 

Mr.  Gary.  Yes;  the  Federal  Steel  Co.,  I  think,  owns  all  the  stock 
of  the  Elgin,  Joliet  &  Eastern  Railroad  Co. 

The  Chairman.  What  part  of  the  through  rate  from  points  on  its 
lines  from  South  Chicago  does  that  road  now  receive  from  main- 
line roads? 

Mr.  Gary.  The  Chicago,  Lake  Shore  &  Eastern  Railroad  is  leased 
by  the  Elgin,  Joliet  &  Eastern  Railroad,  which  railroad  does  a  verj' 
large  general  business.  What  the  divisions  are  between  the  eastern 
I:nes  and  the  Elgin,  Joliet  &  Eastern  Railroad  at  those  points  I  have 
forgotten.  I  have  known,  but  I  have  forgotten.  They  are  very  easily 
obtainable,  however. 

The  Chairman.  Does  the  United  States  Steel  Corporation  own  at 
Gary,  Ind.,  anv  railroad  operated  as  a  railroad,  ana  which  receives 
any  division  or  the  through  rate  from  any  point  to  Gary? 

Mr.  Gary.  The  Chicago,  Lake  Shore  &  Eastern  Railroad  extends 
to  Gary.  It  has  a  very  fine  terminal  at  that  point,  perhaps  one  of  the 
best  in •  the  world;  and  the  Elgin,  Joliet  &  Eastern  Railroad,  the 
lessee  of  that  road,  has  various  branches  and  connecting  railroads, 
and  operates  those  lines  at  that  point. 

The  Chairman.  These  railroads,  about  which  I  have  spoken,  haul 
ore  from  the  mines  to  the  lake,  and  then  they  haul  coal  from  the 
lake  to  the  mines,  back? 

Mr.  Gary.  They  haul  some  coal  back ;  not  very  much.  May  I  in- 
ject there,  without  being  considered  offensive,  this :  This  question  of 
divisions  and  terminal  allowances,  so  called,  has  been  one  under  dis- 
cussion and  investigation  for  some  time,  with  the  result  that  I  think 
the  Interstate  Commerce  Commission  within  the  last  year  has  re- 
ceived from  a  joint  commission  appointed  by  the  trunk  lines  and  the 
steel  interests  a  good  deal  of  information,  and  some  recommendations 
in  r^^d  to  the  whole  subject  matter.  I  mention  that  for  the  pur- 
pose of  showing  that  it  has  been  our  disposition  to  ascertain,  in  al] 
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cases,  what  was  legal  and  what  was  fair.  I  think  some  one  from  the 
commission  a  year  or  two  years  ago,  possibly  the  chairman,  but  at  any 
rate  some  one,  knowing  that  many  years  ago — I  could  not  tell  how 
long  ago  without  lookmg  at  the  records,  but  at  least  six  or  seven 
years  ago — I  had  written  to  our  various  companies  that  under  no 
circumstances  would  we  approve  of  the  receipt  of  any  divisions  of 
terminal  allowances  that  were  not  absolutely  legal  and  fair  and 
just,  asked  me  to  come  before  the  commission  with  representatives 
of  some  of  the  railroads,  to  take  up  for  consideration  some  of  these 
various  (Questions.  Instead  of  doing  that  I  appointed  a  committee 
representmg  our  interests  to  meet  a  committee  appointed  by  the 
railroads  and  they  have  had  these  matters  under  investigation  and 
will  make,  if  they  have  not  already  made,  to  the  Interstate  Com- 
merce Commission  a  full  report.  Besides  that,  the  Interstate  Com- 
merce Commission  has  had  experts  go  all  over  these  roads  and 
examine  very  thoroughly  into  these  questions,  so  that  the  facts  will 
be  fidly  developed,  and  we  will  be  very  glad  to  get  the  result  and 
to  conform  to  the  decision  of  the  Interstate  Commerce  Commission. 

The  Chairman.  Judge,  as  I  said,  you  haul  ore  downhill  and  coal 
uphill  ? 

Mr.  Gary.  We  do  not  take  much  coal. 

The  Chairman.  But  what  you  do  goes  uphill.  It  is  down  grade 
to  the  lakes.  What  is  the  charge  that  you  make  for  hauling  ore  for 
the  use  of  your  competitors,  as  well  as  yourselves,  down  grade,  and 
the  price  you  charge  per  ton  for  the  hauling  of  coal  up  grade — or 
coke;  I  presume  there  is  no  difference  in  the  cost  of  transportation? 

Mr.  Gary.  >Vliether  there  is  a  difference  in  rates  between  carrying 
ore  and  coal,  I  am  not  able  to  state  iust  at  this  moment. 

The  Chairman.  I  will  ask  you  if  you  do  not  charge  just  100  per 
cent  more  for  hauling  the  coke  up  hill  or  hauling  the  coal  up  hill 
than  you  charge  for  hauling  the  ore  down? 

Mi\  Gary.  I  can  not  deny  that,  because  I  am  not  acquainted  and  I 
do  not  know. 

The  Chairman.  I  will  ask  you  which  is  the  easier  to  transport — 
the  less  costly,  other  things  being  equal,  over  the  same  road — coke  or 
ore? 

Mr.  Gary.  I  should  think  the  cost,  by  weight,  of  carrying  coke 
would  be  more.    That  would  be  my  opinion. 

The  Chairman.  The  coke  must  be  lowered  into  the  cars  to  a  great 
extent  by  hand,  and  must  be  unloaded  in  the  same  way ;  is  fiot  that 
true  ? 

Mr.  Gary.  I  can  not  answer  that,  Mr.  Chairman. 

The  Chairman.  Coke  has  a  much  greater  bulk  to  the  ton  than  ore? 

Mr.  Gary.  I  can  not  deny  that. 

The  Chairman.  Now  I  will  ask  you  if  the  rate  on  the  roads  run- 
ning from  the  Connellsville  district  to  this  harbor  on  Lake  Supe- 
rior  

Mr.  Gary.  Or  Lake  Michigan  ? 

The  Chairman.  Yes;  or  Lake  Superior  either. 

Mr.  Gary.  Do  you  mean  from  the  coke  region  to-^ 


The  Chairman.  To  the  Duluth  iron  region.  From  Two  Harbors, 
or  anywhere  in  that  region ;  to  Two  Harbors,  or  the  termination  of 
the  roads  at  the  Lake.  Is  not  the  rate  on  those  roads  3  mills  per  ton  a 
mile? 
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Mr.  Gary.  The  Duluth  &  Iron  Range  Railroad  does  not  carry  any 
coal  to  the  lake. 

The  Chairman.  I  mean  the  common  carriers  running  through  that 
region  of  Pittsburg — ^the  roads  running  out  of  the  Connellsvule  dis- 
tnct  up  to  Chicago— do  they  not  carry  coal  at  an  average  of  3  mills 
per  ton  per  mile?  ^ 

Mr.  Gary.  I  can  not  answer  that. 

The  Chairman.  What  is  your  rate  on  this  ore?  Is  it  not  1  cent 
per  ton  per  mile — 10  mills? 

Mr.  Gary.  I  can  not  answer  that. 

The  Chairman.  Is  it  not  70  cents  per  ton  from  the  Mesaba  Range 
to  the  lake  ? 

Mr.  Gary.  I  do  not  know.    I  can  not  answer. 

Mr.  LiNDABURY.  The  other  is  probably  a  ballast  rate. 

The  Chairman.  What? 

Mr.  LiNDABURY.  The  coal  probably  goes  as  ballast. 

The  Chairman.  It  must  go  in  some  strange  way. 

Mr.  Gary.  I  have  an  imi)ression,  Mr.  Chairman,  that  that  whole 
(luestion  of  rates,  so  far  as  it  applies  to  the  railroads  in  Minnesota, 
is  a  question  in  which  the  State  authorities  are  interested,  and  that 
no  one  outside  of  the  State  and  the  people  who  ship  over  those  roads 
is  interested  in  the  subject.  That  would  be  my  impression.  I  do  not 
know  that  that  is  so.    I  am  not  sure  that  they  are  interested. 

The  Chairman.  If  they  are? 

Mr.  Gary.  I  doubt  if  tney  are,  but  I  am  not  sure. 

The  Chairman.  I'heir  rates,  however  unusual — I  will  not  say  ex- 
cessive— would  be  beyond  the  jurisdiction  of  the  Federal  Congress. 
But  if  those  rates  within  a  State  became  a  part  of  an  instrumentality 
in  the  hands  of  the  United  States  Steel  Corporation,  by  which  you 
obtained  an  unwarranted  advantage  over  your  competitors,  then  it 
would  be  a  matter,  as  I  see  it,  of  cognizance  for  this  committee,  al- 
though as  independent  concerns,  unconnected  with  the  United  States 
Steel  Corporation,  they  might  escape  the  Federal  courts  or  escape 
the  notice  of  the  Federal  Congress  by  virtue  of  the  fact  that  they  were 
amenable  only  to  the  State  of  Minnesota,  and  for  some  reason  the 
State  of  Minnesota  did  not  act,  and  for  that  reason  I  inquired. 

Mr.  LiNDABURY.  It  would  be  evidential  of  a  bad  purpose. 

The  Chairman.  I  do  not  wish  to  ask  the  question.  It  would  be 
clearly  imcompetent ;  but  I  made  that  statement  to  Judge  Gary. 

Mr.  LiNDABURY.  I  agree  with  the  chairman  that  it  would  be  evi- 
dential of  an  illegal  purpose  here. 

The  Chairman.  Yes. 

Mr.  Littleton.  I  have  some  questions  to  ask  here. 

Mr.  LiNDABURY.  Before  you  ask  that,  I  would  be  glad  to  say  now 
to  the  conunittee,  as  we  are  to  take  an  adjournment  until  next 
Wednesday,  that  if  anv  member  of  the  committee  can  tell  us  of  any 
information  they  would  like  us  to  gather  and  bring  on  Wednesday 
we  shall  have  two  or  three  days  to  get  it  and  bring  it  on  Wednesday, 
and  we  would  be  very  glad  to  do  that. 

The  Chairman.  I  would  like  to  have  a  full  history  of  the  various 
conoem&  especially  the  nine  subsidiary  concerns  which  formed  the 
United  States  Steel  Corporation  at  its  hirth.  I  would  like  to  get,  if 
I  can,  a  statement  of  the  number  of  mills,  furnaces,  coking  ovens, 
and  tlie  like,  which  comprise  the  American  Steel  &  Wire  Co.,  the 
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Federal  Steel  Co.,  the  American  Sheet  &  Tin  Plate  Co..  and  the  rest 
of  these  companies.  By  that  I  mean  that  I  want  to  know  this — ^I 
will  explain  as  to  one  of  these  companies — say,  the  American  Steel 
&  Wire  Co.  was  originally  formed  out  of  100  concerns,  which  at 
that  time  were  under  an  independent  ownership,  absolutely  inde- 
pendent and  without  any  connection  ^ith  any  other  one.  I  want  to 
g[et  the  names  of  those  independent  concerns,  with  their  capitaliza- 
tion and  with  their  real  value,  their  output  at  the  time  they  were 
first  combined — ^not  at  the  time  they  were  combined  in  the  United 
States  Steel  Corporation,  but  with  any  other  concern — ^and  then  I 
want  to  take  these  successive  absorptions  until  we  can  consistently 
follow  this  whole  into  its  ramifications  and  different  parts  and 
know  just  how  many  independent  concerns  have  been  absorbed  by 
the  United  States  Steel  Corporation,  and  what  other  evidence  wiU 
be  pertinent. 

Mr.  Gary.  Let  me  say,  in  answer  to  that,  we,  of  course,  can  fur- 
nish a  statement  of  just  what  properties  these  subsidiary  companies 
had  at  the  time  we  took  them  over.  We  can  not  give  you  very  much 
of  the  previous  history  of  those  corporations,  except  as  to  the  Fed- 
eral Steel.  We  took  the  properties  as  we  found  them.  The  Federal 
Steel  I  know  all  about;  out  the  others  I  do  not  know  very  much 
about  as  to  their  organizations — the  companies  that  formed  them. 

The  Chaibman.  I  want  such  as  you  have. 

Mr.  LiNDABURY.  We  will  do  the  best  we  can. 

The  Chairman.  And  I  will  help  you  all  I  can. 

Mr.  LiNDABURY.  Now,  I  beg  Mr.  Liittleton's  pardon  for  interrupt- 
ing him. 

Mr.  Young.  With  that,  could  you  not  furnish  the  terms  on  which 
the  United  States  Steel  Corporation  was  organized — ^that  is,  showing 
how  much  was  taken  in  and  how  much  stock,  or  bonds,  or  money, 
or  whatever  it  was,  was  given  for  each  property? 

Mr.  Gary.  I  think  I  can  do  that.  I  thmk  I  can  give  you  pretty 
clearly,  if  it  is  desired,  the  facts  leading  up  to  and  connected  with 
the  organization  of  the  United  States  Steel  Corporation.  I  believe 
I  am  as  familiar  with  that  as  anyone — perhaps  more  familiar  with 
it  than  almost  anyone  else. 

Mr.  Gardner.  But  you  can  not  give  us  the  pedigrees  of  the  sub- 
companies? 

Mr.  Gary.  I  can  not. 

Mr.  Gardner.  Except  of  the  Federal  Steel  Co.  ? 

Mr.  Gary.  Yes.  You  see,  these  companies  were  brought  to  us  in 
their  then  condition,  with  the  asking  prices  and  valuations  put  upon 
them,  and  we  took  trie  properties  as  we  found  them  and  put  a  valua- 
tion upon  them  as  we  found  them,  and  started  from  that  point. 

Mr,  Gardner.  Where  can  the  information  be  found  which,  for 
instance,  will  show  the  origin  of  the  North  Chicago  Rail  Mills? 

Mr.  Gary.  I  can  not  answer  that.  I  should  doubt  very  much, 
indeed,  if  you  could  get  that. 

Mr.  Gardner.  You  would  doubt  whether  it  could  be  found,  even  by 
research  ? 

Mr.  Gary.  The  reason  I  say  I  would  doubt  it  is  that  I  have  hereto- 
fore, at  the  request  of  others,  tried  to  get  some  information  in  regard 
to  those  matters  and  have  been  unsuccessful.  You  can  naturally 
see  that  these  properties,  having  changed  from  day  to  day  and  from 
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year  to  year  and  having  been  added  to  and  increased  in  value,  reached 
a  point  where  the  people  who  were  willing  and  desirous,  perhaps, 
of  selling  them  in  1901,  did  not  produce  the  original  records  to  show 
what  they  had  started  from  or  how  they  were  capitalized,  because 
undoubtedly  they  were  asking  prices  wnich  they  considered  repre- 
sented the  then  value  of  the  property,  and  if  they  had  those  records 
they  did  not  produce  them,  and  I  do  not  know  what  became  of  them. 
I  have  not  any  idea  in  regard  to  it. 

The  Chaik3£an.  You  are  a  director  of  the  United  States  Steel 
Products  Co.,  are  you  not? 

Mr.  Gaby.  Yes ;  I  believe  so. 

The  Chaibman.  A  subsidiary  company  herel 

Mr.  Gaby.  Yes. 

The  Chaibman.  What  is  the  capitalization  of  that  company? 

Mr.  Gary.  Its  authorized  capital,  I  think,  is  $1,000,000.  The  stock 
of  that  corporation,  I  think,  is  owned  by  the  Federal  Steel  and  that  is 
the  company  which  looks  after  the  export  businesa 

Mr.  Gardneb.  Is  that  the  one  Mr.  Parrell  is  in  ? 

Mr.  Gary.  Yes. 

The  Chairman.  The  Universal  Portland  Cement  Co.;  are  you  a 
director  in  that? 

Mr.  Gaby.  I  presume  so. 

The  Chaibman.  Do  you  know  what  its  capitalization  is? 

Mr.  Gaby.  I  think  $1,000,000. 

The  Chaibman.  Any  bonds? 

Mr.  Gaby.  No  bonds. 

The  Chaibman.  The  Sharon  Tin  Plate  Co. ;  are  you  a  director  in 
that? 

Mr.  Gary.  I  do  not  think  I  am  a  director,  but  I  am  not  sure.  I 
think  that  is  a  subsidiary  company  of  the  Union  Steel. 

The  Chaibman.  Yes;  I  believe  so.  How  about  the  Clairton 
Steel  Co.  ? 

Mr.  Gaby.  I  am  a  director  in  that,  I  am  very  sure. 

The  Chaibman.  What  is  its  capitalization  ? 

Mr.  Gaby.  $3,500,000  of  stock.  Perhaps  I  can  give  you  the  bonds. 
There  are  seven  or  eight  million  dollars  of  bonds. 

The  Chaibman.  What  is  the  capitalization  of  the  Carnegie  Nat- 
ural Gas  Co.  ? 

Mr.  Gaby.  There  are  some  bonds.    I  do  not  know  the  capital  stock. 

Mr.  Littleton.  How  many  subsidiary  concerns  are  there  at  pres- 
entj  the  stock  of  which  is  owned  by  the  United  States  Steel  Corpo- 
ration? 

Mr.  Gary.  I  think  11.  There  may  be  more,  but  those  are  the  prin- 
cipal companies. 

Mr.  LrPTLBTON.  When  you  organized  you  procured  or  bought  the 
stock  of  nine,  did  you  not? 

Mr.  Gary.  Perhaps  so.  We  can  get  the  published  circulars  of 
that  time. 

Mr.  Littleton.  I  am  coming  now  to  one  particular  company. 

Mr.  Gary.  Yes. 

Mr.  Littleton.  Your  company  finally  took  over  the  control  of  the 
Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gary.  It  did. 

Mr.  Littleton.  When  was  that  done? 
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Mr.  Gary.  In  November,  1907. 

Mr.  Littleton.  Where  is  the  property  of  the  Tennessee  Coal  & 
Iron  Co.  located  ? 

Mr.  Gary.  Largely  in  Alabama. 

Mr.  Littleton.  And  about  how  long  had  you  been  an  operating 
company  before  you  took  it  in? 

Mr.  Gary.  I  nave  an  impression — for  30  or  40  years. 

Mr.  LiTTLBTON.  Had  it  been  prior  to  that  time  a  forcible  and  con- 
tending competitor  of  yours  ? 

Mr.  Gary.  I  could  not  answer  that  in  the  affirmative. 

Mr.  Littleton.  Had  it  been  a  competitor? 

Mr.  Gary.  It  had  been  to  some  extent;  a  very  slight  extent. 

Mr.  Littleton.  Of  what  did  its  property  consist? 

Mr.  Gary.  Of  iron  ore,  coal,  and  a  manufacturing  plant  and  a 
terminal  railroad. 

Mr.  LmLETON.  Do  you  know  what  the  acreage  beginning  with 
that  of  the  real  estate  of  the  property  amounted  to? 

Mr.  Gary.  I  do  not. 

Mr.  Littleton.  This  is  rather  asking  you  the  same  question,  but 
I  have  referred  to  an  article  which  I  have  here.  Is  it  a  fact  that  it 
owns  or  did  own,  when  it  was  taken  over  by  your  company,  iron 
properties  embracing  nearly  450,^0  acres? 

Mr.  Gary.  Do  you  mean  mineral  rights  or  surface  rights? 

Mr.  LrPTLETON.  Yes;  mineral  rights. 

Mr.  Gary.  I  would  not  be  surprised  if  that  is  true.  If  you  will 
allow  me  to  examine  our  annual  report,  I  can  perhaps  tell  you. 

Mr.  Littleton.  Yes. 

Mr.  Gary.  We  had  a  total  acreage,  in  Alabama,  of  surface  rights 
and  mineral  rights  added  together,  of  340,263  acres;  in  Tennessee, 
105,740  acres,  and  in  Georgia,  1,420  acres,  or  a  total  of  447^423  acres. 

Mr.  Littleton.  Was  that  all  embraced  in  the  properties  of  the 
Tennessee  Coal  and  Iron  Co.  ? 

Mr.  Gary.  It  was. 

Mr.  Littleton.  I  will  call  jrour  attention  to  a  statement  made  by 
Mr.  John  Moody,  and  ask  you  if  you  dissent  from  it  or  agree  with  it: 

The  acquisition  of  this  organization — 

That  is,  the  Tennessee  Coal  &  Iron  Co. — 

has  added  great  potential  value  to  the  steel  organization  and  has  increased 
the  tangible  equity  of  its  common-stock  issue  to  a  far  greater  extent  than  is 
commonly  realized.  The  Tennessee  Ck>al  &  Iron  properties  embrace,  besides 
important  manufacturing  plants,  nearly  450.000  acres  of  mineral  lands  In  the 
Birmingham  section  of  Alabama.  As  shown  in  the  report  of  the  Tennessee 
Ck).  in  1904.  when  an  appraisal  was  made  by  outside  parties,  these  lands  con- 
tain approximately  400,000,000  tons  of  first-class  low-grade  ore  and  more  than 
1,200,000,000  tons  of  coal,  of  which  about  one-half  is  coking  coal.  This  esti- 
mate indicates  that  the  deposits  embraced  are  even  in  excess  of  those  of  the 
great  Lake  Superior  properties  controlled  by  the  corporation,  including  the 
Great  Northern  ore  bodies.  This  entire  property  was  acquired,  as  is  well 
known,  on  very  favorable  terms. 

That  I  do  not  ask  you  to  assent  to,  but  I  wish  to  ask  you  about 
that.  The  description  given  there  in  that  article  is  substantially 
correct  ? 

Mr.  Gary.  I  do  not  agree  with  that  at  all ;  no. 

Mr.  Littleton.  How  much  ore  did  it  add  to  the  possessions  of 
the  United  States  Steel  Corporation  ? 
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Mr.  Gary.  There  was  an  estimate,  at  the  time  we  purchased,  of 
700,000,000  tons  of  ore,  about  400,000  tons,  as  I  remember,  of  which 
was  usable,  on  top  of  the  other — ^usable  by  their  method.  However, 
as  you  know,  probably,  it  was  an  inferior  grade  of  ore  and  not  oi 
very  great  value,  in  my  opinion,  for  reasons  which  I  will  give  if 
you  desire.  You  could  hardlv  consider  that  in  connection  with  the 
Lake  Superior  ores,  so  called,  or  as  adding  to  the  Lake  Superior 
ores. 

Mr.  Littleton.  I  asked  you  the  question  so  as  to  make  it  clear. 

Mr.  Gary.  Yes. 

Mr.  Littleton.  What  do  you  consider  was  the  amount  of  ore  you 
obtained  by  reason  of  procuring  control  of  the  Tennessee  Coal  & 
Iron  Co.  ? 

Mr.  Gary.  I  believe  we  obtained  five  or  six  hundred  million  tons  of 
ore,  a  portion  of  which,  at  least,  was  at  present  usable  in  that  locality, 
provided  there  was  a  market  for  it — that  is,  a  market  for  the  iron  or 
the  steel  which  could  be  manufactured  at  that  point. 

Mr.  Littleton.  How  much  coal  did  you  acquire  by  the  acquisition 
of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gary.  We  suppose  a  large  body;  perhaps  more  than 
1,000,000,000  tons,  and  perhaps  1,000,200,000,  as  stated  there. 

Mr.  LrrTLETON.  Did  you  consider  that  a  valuable  acquisition  ? 

Mr.  Gary.  Why,  it  had  value,  of  course ;  but  there  was  plenty  of 
coal  like  it  which  could  be  bought  at  a  very  low  price,  and  there  is 
a  good  deal  yet.  And  there  is  plenty  of  ore  property  like  that  which 
could  be  bought,  and  can  be  at  the  present  time,  I  think,  by  the  acre, 
at,  say  $50  to  $100  an  acre.  Some  of  you  will  know  what  that 
means. 

Mr.  Littleton.  Was  the  Tennessee  Coal  &  Iron  ore  a  good  grade 
for  the  making  of  ordinary  pig  iron  1 

Mr.  Gary.  That  could  be  utilized  in  the  manufacture  of  fairly 
good  p^  iron,  at  a  certain  cost. 

Mr.  LrrTLETON.  What  did  the  property  consist  of  in  the  way  of 
improvements  for  the  purpose  of  mining  and  making  steel ;  or,  to  be 
more  specific,  what  was  the  output  oi  the  furnaces,  per  ton,  per 
annum  I 

Mr.  Gary.  A  full  statement  of  the  properties  of  that  company,  at 
that  time,  is  foimd  on  pages  26  and  27  of  the  annual  report  of  1907. 

Mr.  LmuBTON.  I  am  not  ^oing  to  follow  the  details  of  that  so 
closely  as  to  re<}uire  consultation.  All  that  I  am  going  to  do  is  to 
ask  you  the  topical  questions  and  then  go  to  another  point.  It  has 
been  stated  that  the  capacity  of  the  blast  furnaces  of  the  company 
in  1907  was  about  160,000  tons  per  annum — that  is,  I  speak  of  the 
Tennessee  Coal  &  Iron  Co. ! 

Mr.  Gary.  That  is  probably  right. 

Mr.  Littleton.  And  that  of  the  developed  coal  and  ore  mines 
about  20,000  tons  per  day  ? 

Mr.  Gary.  That  may  be  right.  I  do  not  know.  That  is  probably 
right.  In  the  year  1907  there  was  produced  about  1,500,000  tons  of 
ore — that  amount  was  mined ;  there  were  produced  about  244,000  tons 
of  limestone  and  dolomite;  and  coal,  exclusive  of  coking  coal,  about 
1,700,000  tons ;  and  of  coke,  about  1,100,000  tons.  There  were  602,000 
tons  of  pig  iron,  about;  open-hearth  steel,  ingots,  and  castings,  about 
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243,000  tons ;  rails,  about  149,000  tons ;  billets,  plates,  and  bars,  about 
88,000  tons. 

Mr.  Littleton.  This  article  which  I  called  your  attention  to,  which 
I  have  consulted,  continues  with  this  statement: 

If  we  compare  this  capacity  with  that  of  the  actual  prodaction  of  all  the 
other  properties  owned  by  the  Steel  Corporation,  outside  of  the  Tennessee 
Coal  &  Iron  Co.,  for  the  year  1907,  we  will  get  the  following  results:  Blast- 
furnace products,  10.819,968  tons;  ore  and  coal  mined  and  limestone  quarried, 
39,576,161  tons.  In  other  words,  the  capacity  of  the  new  properties  acquired, 
according  to  the  figures  above,  is  about  15  per  cent  of  the  total  production 
of  mining  products  of  the  entire  corporation  for  last  year  and  about  8  per  cent 
of  the  blast-furnace  products. 

Mr.  Gary.  I  have  given  you  the  production,  and  I  am  prepared  to 
give  you  the  results  in  figures  of  operations  before  we  secured  the 
property,  and  since,  after  an  expenaiture  of  $15,000,000  or  more  by 
us,  including  the  payment  of  $6,500,000  which  the  company  owed 
when  we  took  it  over..    These  values  hinted  at  are  fictitious. 

Mr.  IjIttleton.  What  was  the  capitalization  of  the  Tennessee  Coal 
&  Iron  Co.  at  the  time  you  took  it  over? 

Mr.  Gary.  I  gave  that. 

Mr.  LiTi'LETON.  $32,000,000,  was  it  not  ? 

Mr.  Gary.  There  was  $29,950,000  of  common  stock  and  $124,000 
and  over  of  preferred  stock.  The  bonded  indebtedness  was  $14,419,000, 
and  purchase-money  notes,  $826,000.  It  owed  current  liabilities, 
floating  debt,  $4,168,102,  considerable  of  which  was  past  due. 
"^  Mr.  Littleton.  Did  you  or  your  company  solicit  the  purchase  of 
the  Tennessee  Coal  &  Iron  Co.,  or  was  it  offered  to  you  by  those  who 
had  the  authority  to  sell  it? 

Mr.  Gary.  It  was  offered,  one  way  or  another ;  offered  many  times, 
•at  about  the  time  we  acquired  it.  It  was  offered  by  Lewis  Cass  Led- 
yard,  who  was  the  attorney  for  Col.  Oliver  Payne,  and  who  had  been 
mterviewed  by  Mr.  Schley,  of  Moore  &  Schley ;  and  I  would  like  to 
suggest,  if  I  may,  that  I  think  Mr.  Lewis  Cass  Ledyard  ought  to  be 
subpa^naed  to  state  the  exact  facts  which  led  up  to  his  coming  to 
J.  P.  Morgan  to  beg  him  to  suggest  to  the  United  States  Steel  Cor- 
poration the  propriety  and  the  necessity  for  the  purchase  of  those 
properties. 

Mr.  Littleton.  You  understand  it  to  be  a  fact  that  he  will  be 
subpoenaed.  Judge  Gary,  if  he  can  shed  any  light  on  this  question. 

Mr.  Gary.  I  am  very  sure  his  testimony  will  settle  the  question 
whether  we  desired  to  purchase  the  property,  or  whether  the  owners 
desired  to  sell  the  property. 

Mr.  LiTrLETON.  i  our  understanding  is  that  Mr.  Ledyard  came  to 
Mr.  Morgan  as  the  initial  step  in  the  transaction  ? 

Mr.  Gary.  No  doubt  about  it;  and  I  would  be  very  glad  to  give 
you  the  history  of  it,  so  far  as  I  know  it,  if  you  desire. 

Mr.  Littleton.  I  wish  you  would. 

Mr.  Gary.  Very  well.  In  one  way  or  another  the  stock  of  the 
Tennessee  Coal  &  Iron  Co.  had  been  offered  to  the  United  States 
Steel  Corporation,  I  will  not  say  authoritatively  or  by  the  owners 
exactly,  but  by  people  who  assumed  to  be  acting  between,  or  acting 
for  the  Tennessee  people.  Our  people  had  been  opposed  to  the  pur- 
chase of  the  property  at  any  price  or  on  any  basis,  and  had  dis- 
tinctly said  so.  Finally,  I  think  sometime  in  the  early  part  of 
1907 — not  intending  to  be  accurate  as  to  dates — ^Mr.  Morgan  seitt 
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for  me  and  said  that  Mr.  George  Kessler  who,  as  you  know,  was  a 
wine  merchant,  but  who  had  purchased  some  of  tnis  stock  outside 
of  the  Schley  syndicate,  as  1  will  call  it,  had  approached  him, 
Mr.  Morgan,  with  the  statement  that  the  stock  oi  the  Tennessee 
Coal  &  Iron  Co.  could  be  purchased  at  about  130,  and  asked  me  my 
opinion.  I  told  Mr.  Morgan  I  did  not  think  that  it  was  worth  half 
of  that;  I  did  not  think  we  could  afford  to  take  it  at  any  such  price; 
that  I  would  like  to  bring  Mr.  Frick  over  to  the  bank  and  get  his 
opinion.  He  came  over  to  the  bank,  and  Mr.  Frick  expressed  about 
the  same  opinion.  The  matter  was  then  dropped.  I  believe  Mr. 
Morgan  tola  me  that  afterwards  he  found  out  that  Mr.  Kessler  rep- 
resented only  himself,  and  did  not  represent  the  other  people,  as 
Mr.  Morgan  had  supposed. 

Along  about  the  23d  day  of  October,  1907,  Mr.  Morgan  requested 
me  to  come  over  to  the  bank,  and  said  Mr.  Schley  was  very  much  in 
need  of  monw,  or  securities  which  he  could  use  at  the  bank.  I 
think  I  saw  Mr.  Schley  at  the  bank  at  that  time;  if  not,  I  did  later; 
but  the  business  finally  resulted  in.  my  accommodating  Mr.  Schley 
by  loaning  him  $1,200,000  par  value  of  our  second  bonds,  and  taking 
from  him  an  agreement  to  return  those  bonds ;  and  I  received  from 
him,  as  security  for  the  fulfillment  of  his  agreement,  $2,000,000,  par 
value,  of  the  stock  of  the  Tennessee  Coal  &  Iron  Co. 

The  agreement  provided,  as  I  remember^  that  if  the  $1,200,000 
par  value  of  bonds  were  not  returned  by  April  23,  1908,  the  owner- 
ship of  the  $2,000,000  par  value  of  the  stock  of  the  Tennessee  Coal  4 
Iron  Co.  should  be  and  remain  in  the  United  States  Steel  Corpora- 
tion. That  was  done  as  an  accommodation  to  Mr.  Schley  at  his 
very  urgent  reauest  and  because  he  stated  it  was  absolutely  neces- 
sary to  protect  him  from  financial  trouble.  That,  you  see,  would  be 
taking  tne  Tennessee  Coal  &  Iron  Co.  stock  as  security  on  the  basis 
of  60. 

Mr.  LiPTTLETON.  Pardon  me,  do  you  know  how  much  Mr.  Schley 
had  of  the  Tennessee  Coal  &  Iron  Co.  stock  at  that  time  ? 

Mr.  Gary.  No;  I  do  not.  I  did  not  know  anything  about  it  at 
that  time,  except  so  far  as  appeared  by  this  transaction.  I  have  here 
the  written  agreement  between  the  United  States  Steel  Corporation, 
signed  by  myself  as  chairman,  and  Moore  &  Schley  and  the  members 
of  the  firm  of  Moore  &  Schley,  and  under  the  circumstances  and  in 
view  of  the  fact  that  he  has  heretofore  appeared  before  a  committee 
and  exposed  the  facts  in  regard  to  this  I  feel  justified  in  giving  all 
the  facts,  and  I  will  furnish  the  committee  a  copy  of  this  agreement. 

Mr.  IirrrLETON.  Yes. 

Mr.  Gary.  I  will  exhibit  it  now  to  the  committee,  and  I  would  like 
to  retain  this,  of  course,  but  will  be  glad  to  furnish  you  with  a  copy. 

Mr.  LrrTLETON.  We  will  be  very  glad  to  have  a  copy. 

Mr.  Gary.  The  next  thing  that  occurred  in  relation  to  this  pur- 
chase was  about  the  2d  day  of  November,  1907.  We  were  then  in 
the  midst  of  what  I  have  termed  a  financial  cyclone.  There  were 
runs  on  manv  banks  throughout  the  city  of  New  York,  including  the 
Trust  Co.  of  America,  the  Lincoln  Trust  Co.,  and  very  many  other 
banks.  The  panic  had  extended  all  over  the  country,  more  or  less. 
Banks  in  Chicago  had  drawn  their  money  from  the  New  York 
banks  so  far  as  thev  could,  and  banks  in  other  cities  had  collected 
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their  moneys.  It  was  impossible  for  depositors  to  get  out  of  the  banks 
throughout  the  country  the  money  they  had  in  the  banks.  It  was 
impossible  for  business  men  to  borrow  money.  Loans  were  being 
called  in  New  York,  Chicago,  St.  Louis,  and  various  other  cities.  As 
an  illustration,  a  president,  or  vice  president,  of  one  of  the  trust 
companies  in  New  York  called  me  on  the  phone  to  say  that  unless 
the  bank  could  secure  $1,000,000  in  credits  that  day  it  would  have  to 
close  its  doors,  and  asked  me  to  help  if  I  could.  I  applied  to  J.  P. 
Morgan  &  Co.,  who  had  received  pledges  from  various  oankers  there 
to  furnish  certain  amounts  of  moneys  or  credits,  for  assistance,  and 
they  stated  that  they  had  so  many  applications  and  had  so  much 
business  of  this  kind  on  hand  that  they  could  not  devote  any  time 
or  attention  to  it,  and  asked  me  to  find  out  if  this  Trust  Co.  was 
entitled  to  any  relief,  and  I  asked  my  own  people,  comptroller  and 
assistant  treasurer,  to  go  to  that  bank  and  make  an  examination  of  it. 
I  think  they  spent  the  whole  night  doing  so.  The  next  morning  I 
received  their  report  and  in  turn  reported  to  J.  P.  Morgan  &  Co. 
that  the  bank  had  securities  enough  to  entitle  it  to  relief,  and 
$1,000,000  was  furnished,  and  afterwards,  I  think,  a  ^ood  deal  more. 
The  bankers  of  our  city  were  in  session  almost  night  and  day.  I 
was  at  Mr.  Morgan's  library  several  nights  nearlv  all  night.  Many 
of  the  leading  bankers  of  our  city  were  there  nearly  all  night.  There 
is  no  doubt  that  there  was  every  mdication  that  we  were  in  the  throes 
of  a  panic  which  might  lead  to  the  most  disastrous  results,  including 
the  suspension  of  a  large  number  of  banks,  and  the  failure  of  a  great 
many  aifferent  people.  To  one  who  could  see  this,  who  could  talk 
with  the  people  and  talk  not  only  with  the  bankers  themselves  but 
the  depositors  and  people  generally,  there  could  be  no  possible  doubt 
that  the  country  was  in  very  grave  danger  of  one  of  the  worst  finan- 
cial panics  that  has  ever  been  witnessed  in  this  country.  I  have  not 
undertaken  to  describe  it,  or  do  any  more  than  refer  to  it.  But  at  this 
time,  I  say,  Mr.  Morgan  telephoned  a  request  to  me  to  come  to  his 
library,  and  I  went.  I  found  Mr.  Lewis  Cass  Ledyard,  and,  I  think, 
Mr.  Schley  was  with  him;  he  was  on  several  occasions,  although  I 
did  not  talk  with  Mr,  Schley  at  the  first  interview.  Mr.  Ledyard 
was  the  counsel  of  Mr.  Payne. 

Mr.  LiNDAiu'RY.  Oliver? 

Mr.  Gary.  Oliver  Payne.  He  was  one  of  the  gentlemen  named 
in  what  has  been  called  the  "  syndicate,"  which  had  purchased  a  con- 
trolling interest  in  the  Tennessee  Coal  &  Iron  Co.  That  syndicate 
was  made  up  of  a  number  of  very  rich  people. 

Mr.  Littleton.  Right  on  that  head,  and  before  proceeding  further, 
is  it  or  is  it  not  a  fact  that  Moore  &  Schley  held  the  stock  of  the 
Tennessee  Coal  &  Iron  Co.  for  and  on  behalf  of  a  syndicate  of  gentle- 
men? 

Mr.  Gary.  A  majority  of  the  stock. 

Mr.  Littleton.  A  majority  of  it;  on  behalf  of  a  syndicate  of 
gentlemen  comprising  O.  H.  Payne,  who  had  10,300  shares;  L.  C. 
Hanna.  who  had  10,300  shares;  J.  P.  Duke,  who  had  10,300  shares; 
E.  J.  Berwind,  who  had  10,300  shares ;  J.  W.  Gates,  who  had  10.300 
shares ;  A.  N.  Brady,  who  had  the  same  amount ;  G.  A.  Kessler,  who 
had  the  same  amount;  Oakleigh  Thorne,  who  had  the  same  amount; 
E.  W.  Oglebay,  who  had  5,150  shares;  H.  S.  Black,  who  had  5,150 
shares;  F.  D.  Stout,  who  had  5,150  shares;  J.  W.  Simpson,  who 
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had  5,150  shares;  G.  W.  French,  who  had  2,500  shares;  S.  G.  Cooper, 
who  had  1,500  shares;  and  J.  A.  Topping,  who  had  1,000  shares? 

Mr.  Gary.  I  think  that  is  correct,  except  I  do  not  think  Kessler  was 
in  the  original  syndicate.  I  think  he  bought  outside,  and  Schley 
finally  took  his  stock  with  the  rest  and  made  some  advances  on  it. 

Mr.  Littleton.  With  that  qualification,  then,  the  situation  at  that 
juncture  was  that  Moore  &  Schlev  held,  for  and  on  behalf  of  these 
gentlemen  who  comprised  the  syndicate,  118,300  shares  of  the  Tennes- 
see Coal  &  Iron  Co;  that  is  your  understanding? 

Mr.  Gary.  Yes. 

Mr.  LiTTLBTON.  Now  you  may  go  ahead. 

Mr.  Gary.  Mr.  Ledyard  stated  that  Moore  &  Schley  were  in  very 
mat  financial  distress.  I  think  he  stated  it  perhaps  more  strongly 
man  Mr.  Schley  stated  it  when  he  was  before  the  Judiciary  Commit- 
tee of  the  Senate,  although  I  read  that  statement  to-day,  and  I 
noticed  that  Mr.  Schley  testified  that  he  was  in  great  financial  dis- 
tress at  that  time,  and  did  not  know  what  would  become  of  him  unless 
he  secured  help  by  the  sale  of  this  stock.  I  think  Mr.  Ledyard  stated 
that  Moore  &  Schley  were  largely  indebted  to  Mr.  Payne,  and  had  a 
mat  many  of  his  securities ;  that  Moore  &  Schley  had  deposited  with 
uieir  securities  on  an  indebtedness  aggregating  more  than  $30,000,000 
a  lar^  amount  of  the  Tennessee  Coal  &  Iron  stock  as  collateral 
security  in  a  very  great  many  banks  in  New  York ;  that  these  banks 
had  called  these  loans,  or  insisted  upon  Moore  &  Schley  taking  up 
the  Tennessee  Coal  &  Iron  stock,  for  the  reason  that  it  was  not  sala- 
ble. It  had  been  a  stock  that  over  a  period  of  years  had  been  put 
up  from  a  very  low  figure  to  a  very  high  figure,  being  in  the  control 
01  a  syndicate  which,  I  will  not  say  manipulated  it — I  had  nothing 
to  do  with  it — ^but  it  influenced  the  greatest  fluctuations  in  it.  That  is 
very  easily  ascertainable. 

Mr.  Bartlett.  They  had  this  stock  up  in  various  banks,  you  say, 
but  it  was  rather  a  fact,  was  it  not,  that  it  was  up  in  the  trust  com- 
pany of  which  Mr.  Oakleigh  Thome  was  president  ? 

Mr.  Gary.  He  had  about  four  hundred-odd  thousand  of  them  up  at 
that  bank,  as  I  understand.  I  understood  from  Mr.  Ledyard  that 
Moore  &  Schley  had  loaned  to  their  customers  who  had  bought  this 
stock  and  put  it  in,  sums  of  money,  and  then  they,  Moore  &  Schley, 
in  turn  had  pledged  this  stock  with  these  banks  as  collateral  security, 
in  a  great  many  different  banks,  aggregating,  in  all,  about  $6,000,000. 
That  was  the  statement  as  I  understood  it,  as  I  remember  it. 

Mr.  Ledvard  said  that,  in  his  opinion,  there  was  no  possible  way  of 
preventing  the  failure  of  Moore  &  Schley  unless  we  purchased  this 
stock,  and  he  believed  if  Moore  &  Schley  failed  it  meant  the  failure 
of  a  great  many  banks.  Mr.  Morgan  said  to  me,  "  I  do  not  know 
whether  the  United  States  Steel  Corporation  can  afford  to  buy  this 
stock  or  not;  I  will  express  no  opinion  on  that  subject.  But  T  will 
sav  that,  in  my  opinion,  if  it  does  not  buy  the  stock,  or  unless  it  or 
some  one  else  ftimishes  relief  at  this  particular  time,  there  is  not  any 
man  on  earth  can  say  what  the  result  will  be  in  the  financial  circles 
of  this  countrv.  In  my  opinion,  the  circumstances  make  the  condi- 
tions very  critfcal,  and  if  you  can  see  your  way  clear  to  buy  this  stock, 
there  is  no  doubt  it  will  help  the  situation.  Now,  I  turn  Mr.  Ledyard 
over  to  you  and  you  can  take  up  and  consider  this  question  and  see 
what,  if  anything,  you  can  do."    I  said  to  Mr.  Morgan,  "  In  the  first 
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place,  I  would  not  think  of  considering  the  purchase  of  this  stock 
without  going  to  Washington  first  and  taking  the  matter  up  with  the 
President  or  th^  Department  of  Justice,  or  Soth."  He  saia,  "  Why  ? 
Have  they  any  right  to  say  whether  you  buy  or  not  ?  "  I  said,  "  No  ; 
they  have  not.  But  here  is  a  financial  crisis,  and  from  your  stand* 
point  the  object  of  buying  this  stock  would  be  to  allay  this  storm,  to 
assist  in  overcoming  this  panic,  and  if  the  Department  of  Justice  or 
the  President  should  find  out  we  had  purchased^  or  were  about  to 
purchase  it,  and  should  enjoin  us  from  purchasing  on  the  ground 
that  it  would  add  to  our  holdings  and  thereby  raise  the  question  of 
creating  or  adding  to  a  monopoly,  you  can  see  at  once  that  what  we 
had  done-would  be.  to  make  the  financial  conditions  very  much  worse 
than  they  are  now ;  and  therefore,  it  seems  to  me,  we  ought  to  know 
how  the  President  and  the  Department  of  Justice  would  feel  about  the 
question."  He  said,  "  Well,  I  think  that  is  very  forcible,  and  I  see  no 
objection  to  your  going  over  there  if  you  feel  like  it."  I  said,  "  I  cer- 
tainly would  not  be  in  favor  of  considering  this  without  going  over 
there." 

I  then  telephoned  Mr.  Frick,  a  member  of  our  fiitance  committee. 
I  think  Mr.  Ream  and  some  others  were  out  of  the  city  that  day, 
although  I  am  very  sure  Mr.  Ream  and  most,  if  not  all,  of  the 
members  of  the  committee  attended  subsequent  days  when  we  held 
various  meetings  to  consider  these  questions.  I  telephoned  Mr.  Frick 
and  asked  him  to  come  to  the  library,  which  he  did  immediately.  It 
seems  to  me  it  was  early  in  the  morning^  and,  as  I  remember,  the 
report  from  his  house  was  that  he  was  out  riding.  But  I  left  word  for 
him  to  come  to  the  library  as  soon  as  he  returned,  and  he  did  so 
within  a  comparatively  short  time.  He  came  to  the  library,  and 
I  stated  to  him  briefly  the  situation  and  asked  him  if  we  should  consider 
this  question,  if  he  would  go  with  me  to  Washington,  and  he  said  the 
first  question  to  consider  was  whether  we  would  consider  the  purchase 
of  this  property.  He  had  spoken  against  this  a  good  many  times, 
and  he  was  opposed  to  it.  He  did  not  think  he  wanted  to  purchase 
it.  He  made  the  statement  that  he  did  not  think  it  was  worth  more 
than  what  I  said  I  thought  it  was  worth.  I  had  said  to  Mr.  Ledyard 
that,  in  my  opinion,  the  stock  was  not  worth  over  65 ;  and  I  believe 
Mr.  Ledyard  will  corroborate  that.  Mr.  Frick  expressed  about  the 
same  opinion.  He  was  very  much  opposed  to  it,  and  not  until  after 
I  had.  gone  over  the  subject  with  him  carefully,  and  he  had  ap- 
proached Mr.  Morgan  and  Mr.  Morgan  had  told  him — ^he  and  I 
had  gone  to  Mr.  IV&rgan's  room — ^how  he  felt  about  the  panic,  did 
he  ^ve  any  encouragement  whatever  in  regard  to  his  opinion  and 
his  influence.  Finally,  however,  he  said  he  would  like  to  think  it 
over.  In  the  meantime,  I  think,  I  had  telephoned  the  secretary  of 
the  company  to  come  to  the  library,  and  I  asked  him  to  telephone 
the  members  of  the  finance  committee  and  secure  a  meeting  at  the 
library  of  the  finance  committee  as  soon  as  possible,  and  they  came 
there  very  soon.  This  whole  subject  matter  was  gone  over  very  care- 
fully by  me,  and  I  think  Mr.  Frick  offered  the  resolution — I  would 
like  to  tell  you  what  resolution  was  passed  at  that  first  meeting. 
Remember,  it  had  been  represented  that  Mr.  Schley  had  on  deposit 
as  collateral  security  toward  the  payment  of  his  loans  only  about 
six  millions  of  the  stock  of  the  Tennessee  Coal  &  Iron  C!o.  I  think 
he  said  then  five  or  six  millions.     I  thought  the  resolution  on  its 
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face  stated  what  we  decided  upon,  but  it  does  not ;  it  provides  that 
on  November  3  the  whole  subject  matter  be  reported  to  the  chairman, 
with  power. 

But  it  was  understood  that  we  would  oflfer  to  loan  Mr.  Schley 
either  five  or  six  million  dollars  in  cash,  taldng  the  Tennessee  Coal  A 
Iron  Co.  stock  as  collateral  security  for  the  repayment  of  that  loan; 
and  if  that  failed  to  satisfy  his  wants,  that,  then,  we  would  buy  the 
stock  on  the  basis  of  paying  90  for  it  in  bonds  of  the  United  States 
Steel  Corporation.  I  went  oack  to  Mr.  Ledyard  and  made  a  propo* 
sition  to  make  this  loan  to  Schley.  He  talked  with  Schley,  and  made 
answer  that  that  would  not  do  at  all;  they  could  not  get  along  with 
that ;  that  Mr.  Payne  himself  had  offered  to  loan  Mr.  Schley,  I  think, 
a  million  dollars;  someone  else  had  offered  to  loan  a  million  dollars; 
and  someone  else,  or  others,  a  million  dollars.  So  that,  as  I  remem* 
ber,  there  were  about  $3,000,000  additional,  which  would  provide  in 
cash  to  Moore  &  Schley  about  eight  or  nine  million  dollars.  But  that 
Schley  said  that  would  not  do  at  all,  and  he  could  not  possibly  ^et 
through.  Mr.  Frick  himself,  then,  as  I  remember,  had  a  conversation 
with  Schley  and  tried  to  urge  him  to  accept  this  loan,  saying  we  did 
not  want  the  stock  and  did  not  believe  in  its  represented  value ;  did 
not  believe  it  was  worth  over  60  or  65  at  the  outside.  Mr.  Schley  told 
Mr.  Frick,  as  I  remember^  that  he  could  not  get  alon^  with  that 
loan;  that  he  must  sell  this  stock;  that  there  were  various  reasons 
why  that  was  the  only  way  he  could  possibly  keep  the  firm  from 
bankruptcy.  Mr.  Schley  was  represented  by  an  attorney,  Mr. 
Thatcher,  of  Simpson,  Bamum  &  Thatcher,  who  was  his  counsel, 
Mr.  Ledyard  representing  Mr.  Pajme,  but  trying  to  help  Mr.  Schley 
because  Mr.  Schley  was  indebted  to  Mr.  Payne;  and,  if  I  am  not 
mistaken — ^I  would  not  like  to  do  anybody  an  injustice — if  Mr, 
Thatcher  should  be  subpoenaed  and  would  have  the  right,  from  a 

Krofessional  standpoint,  to  state  it — I  am  not  sure  about  that — I 
elieve  he  would  say  that  an  assignment  had  been  prepared  for  either 
Moore  &  Schley  or  iMr.  Schley. 

Mr.  LiNDABURY.  An  assignment  for  the  benefit  of  creditors? 

Mr.  Gary.  For  the  benefit  of  creditors. 

Mr. Littleton.  That  is,  Mr.  John  Thatcher? 

Mr.  Gary.  Mr.  Tom  Thatcher. 

Mr.  Littleton.  Do  you  think  Mr.  Schley  would  permit  Mr, 
Thatcher  to  tell  that? 

Mr.  Gary.  That  I  do  not  know. 

Mr.  Littleton.  Of  course  the  privilege  lies  with  Mr.  Schley. 

Mr.  Gary.  I  understand  Mr.  Schley  has  said  since — I  do  not  know, 
but  he  testified^— that  he  could  have  got  through  this  panic  all  right. 
Anybody  who  say  him  at  that  time  and  heard  him  talk  would  not 
think  he  believed  he  could  get  through  at  that  time. 

Mr.  Lindabury.  I  want  to  say  that  Mr.  Schley  is  a  neighbor  of 
mine  in  the  country,  and  he  is  a  pretty  sick  man  just  now.  I  do  not 
believe  he  ought  to  be  approached  from  what  I  hear. 

Mr.  LiTTLBTON.  We  have  his  testimony  on  the  subject  in  another 

hearing. 

Mr.  Gary.  Thereupon  I  began  to  talk  to  Mr.  Ledyard  about  the 
purchase  of  this  stock  on  the  basis  of  90,  and,  as  I  remember,  he  and  I 
finally  agreed,  subject  to  the  objection  which  might  possibly  be  made 
in  Washington,  in  the  way  and  for  the  reasons  I  have  heretofore 
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suggested.  As  I  remember,  Mr.  Ledyard  or  Mr.  Schley,  represented 
by  Mr.  Thatcher,  but  communicating  through  Mr.  Ledyard,  agreed 
to  take  90  for  the  stock  and  take  his  pay  in  bonds. 

Mr.  LiTTLBTON.  At  that  point  did  you  or  Mr.  Ledyard  or  Mr. 
Thatcher  or  any  of  you  believe  that  the  President  or  Attorney  Gen- 
eral had  any  right  to  indorse  this  transaction? 

Mr.  Gary.  I  was  clearly  of  the  opinion  that  he  did  not,  and  later 
I  will  be  very  glad  to  tell  you  how  that  question  came  up  and  what 
took  place,  because  I  feel  certain  now  that  every  one  connected  in 
any  way  will  agree  that  the  exact  facts  and  all  the  facts  should  be 
made  known,  and  I  do  not  know  that  there  has  ever  been  any  other 
opinion  held  by  anyone. 

I  have  stated  that  we  offered,  under  the  conditions  and  subject  to 
the  conditions  mentioned,  to  pay  for  this  stock  in  the  bonds  of  the 
United  States  Steel  Corporation.  They  were  then  quoted  at  about 
84,  whicji,  by  comparison  with  other  stocks  in  the  market,  was  pretty 
high,  notwithstanding  it  was  a  very  low  price  for  those  bonds,  which 
had  sold,  and  should  have  sold,  and  did  soon  after  sell,  for  better  than 
par.  But  they  were  considered  the  best  kind  of  security,  and  they 
were  more  salable,  in  my  opinion,  in  large  amounts  than  anything 
else  on  the  market,  any  other  kind  of  bonds  or  stocks,  strange  as  it 
may  seem.  There  was  a  great  market  for  those  bonds,  and  aiter  this 
trade  was  made  millions  and  millions  of  them  sold,  commencing  at 
about  84  and  not  going  down  below  about  78  or  79,  as  I  remember. 
The  United  States  Steel  Corporation  interests  had,  in  different  banks 
scattered  throughout  the  country,  about  $75,000,000,  and  we  would 
have  been  pleased  to  pay  for  this  stock  in  cash  rather  than  pay  for  it 
in  our  bonds  at  84,  except  for  the  fact  that  we  could  not  do  tnat  with- 
out disturbing  the  financial  conditions  of  the  country,  disturbing  the 
financial  conditions  of  these  banks,  respectively,  where  our  money 
was  deposited.  I  was  receiving  requests  from  Pittsburg  banks  to 
withdraw  our  money  in  other  localities  and  put  more  money  in  the 
banks  of  Pittsburg;  also  the  same  request  from  Chicago,  the  same  re- 
quest from  other  cities,  and  request?  from  New  York  banks  to  bring 
more  money  in  from  other  cities  \o  New  York,  as  that  was  the  seat  of 
the  greatest  trouble,  the  seat  of  the  whole  trouble.  I  was  afraid  to 
disturb  these  banking  conditions  and  relations  by  the  withdrawal  of 
mono}'. 

Mr.  L1TT1.ETON.  How  much  would  it  have  withdrawn,  about?    . 

Mr.  Gary.  It  would  have  withdrawn  twenty-five  or  more  million  dol- 
lars. We  could  not  have  withdrawn  from  any  bank  anywhere  at  that 
time  $5,000,000  without  creating  a  verv  great  disturbance,  the  final  re- 
sult of  which  no  man  at  that  time  confd  measure  or  possibly  form  any 
adequate  notion  of.  If  I  had  been  disposed  to  take  advantage  of  the 
financial  conditions  to  make  money,  with  this  large  deposit  in  the  dif- 
ferent banks,  with  these  great  resources,  I  could  have  bought  securi- 
ties— that  is,  bonds  of  all  sorts  and  descriptions  in  the  market,  which 
had  gone  down  to  a  comparatively  low  price.  There  was  every  op- 
portunity for  anyone  who  had  cash  resources  to  make  money.  But 
certainly  there  was  no  such  disposition  on  the  part  of  the  United 
States  Steel  Corporation,  or  anyone  connected  with  it,  and  therefore 
we  proposed  to  pay  for  the  Tennessee  Coal  &  Iron  stock  in  the  bonds 
of  the  United  States  Steel  Corporation,  which  were  in  our  treasury, 
and  which  were  as  good  as  cash — which  could  be  sold  in  the  market 
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and  which  would  be  received  by  any  of  the  banks  as  collateral  se- 
curity in  the  place  of  the  Tennessee  Coal  &  Iron  stock  or  any  other 
stock. 

I  say  that  Mr.  Ledyard  and  I  agreed  upon  the  price  of  90.  He 
came  back  to  me,  it  seems  to  me,  the  next  day— ^some  time  subse- 
quently— and  said  he  was  told  by  Mr.  Schley  and  his  counsel  that 
the  pnce  of  90  woxJd  not  possibly  let  Messrs.  Moore  &  Schley,  or  Mr. 
Schley  out ;  they  could  not  get  along  with  that.  I  notice,  in  reading 
the  t^imony  of  Mr.  Gates,  that  he  says  he  got  home  and  he  made 
them  raise  tne  purchase  price  of  securities.  But  the  whole  transac- 
tion was  closed  before  Mr.  Gates's  return  from  Europe — before  he 
arrived  in  New  York,  and  if  he  made  that  statement  he  must  have 
made  it  by  Marconi,  and  certainly  it  was  not  communicated  to  us. 
The  reason  given  to  us,  and  the  only  reason,  for  proposing  to  increase 
the  purchase  price  was  that  the  stock  at  90  was  not  sufficient  to  allow 
the  firm  of  Moore  &  Schley  to  pull  through. 

I  went  back  to  our  finance  committee  and  represented  those  facts, 
and  we  had  another  meeting  on  November  4  and  another  resolution 
was  passed,  again  referring  the  whole  subject  matter  to  the  chair- 
man with  power;  and  I  returned  to  Mr.  Ledyard  and  agreed  to  raise 
the  price  from  90  to  100  in  order  to  allow  Moore  &  l^hley  to  pull 
through.  My  bargaining  was  all  with  Mr.  Ledyard;  the  negotia- 
tions were  entirely  between  Mr.  Ledyard  and  me,  as  I  remember, 
Mr.  Morgan  certainly  did  not  participate  in  any  respect  nor  attempt 
to  influence  anybody  to  buy  or  sell.  I  do  not  hold  any  brief  for  Mr. 
Morgan,  but  I  mention  that  in  connection  with  some  of  the  published 
and  sensational  statements  which  have  undoubtedly  been  oased  on 
misinformation. 

Mr.  Gardner.  I  would  just  like  to  understand.  Your  first  agree- 
ment was  to  buy  the  stock  at  90  per  cent  of  its  face  value — the  securi- 
ties? 

Mr.  Gary.  Yes ;  and  pay  for  it  in  bonds  at  84. 

Mr.  Gardner.  And  pay  for  it  in  bonds  at  84;  that  is  to  say,  you 
paid  $72  on  the  hundred  ? 

Mr.  Gary.  I  have  not  made  the  figures ;  but  afterwards  I  agreed  to 
pay  par  for  the  Tennessee  stock  in  bonds  at  84.  That,  in  other  words, 
would  be  paying  about  119  for  the  Tennessee  stock,  on  the  assimip- 
tion  that  the  bonds  were  worth  par. 

Mr.  Gardner.  In  other  words,  you  paid  out  $840  for  $900  worth  of 
their  securities,  or  did  you  pay  $100  ? 

Mr.  Gary.  $840  for  a  thousand,  par  value,  of  their  securities  was 
the  final  trade. 

Mr.  Gardner.  That  is  what  I  want  to  get  at. 

Mr.  Gary.  No ;  it  is  the  other  way.    I  was  mistaken. 

Mr.  Gardner.  What  I  want  to  get  at  is  this :  Were  you  going  to 
pay  them  $100  for  $100  worth  of  their  securities,  only  you  happened 
to  settle,  for  convenience,  in  bonds  at  84,  or  were  you  going  to  pay 
$84  for  $100  worth  of  securities? 

Mr.  Gary.  Your  first  statement  is  right. 

Mr.  Gardner.  Then  let  me  ask  you,  just  to  clear  my  own  mind  on 
the  subject — ^because  I  have  only  gone  on  the  committee  to-day — ^you 
said  that  Col.  Payne  offered  to  lend  a  million  dollars  originally  ? 

Mr.  Gart.  I  was  so  informed.  You  get  all  those  facts  from  Com- 
modore Ledyard. 
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Mr.  Gardner.  I  want  to  follow  you ;  that  did  not  show,  apparently, 
as  a  drop  in  the  bucket;  that  that  was  followed  by  a  proposition 
from  you  to  lend  $6,000,000,  or  thereabouts? 

Mr.  Gary.  They  all  came  in  together.  Commodore  Ledyard  said 
Mr.  Payne  would  provide  a  million  dollars,  and  other  parties,  I  re- 
member, about  two  millions  more,  and  then  we  offered  to  add  to  that 
a  loan  of  five  or  six  million  dollars. 

Mr.  Gardner.  In  addition  to  the  three? 

Mr.  Gary.  Yes,  sir. 

Mr.  Gardner.  That  brings  it  up  to  nine  millions? 

Mr.  Gary.  Eight  or  nine  millions. 

Mr.  Gardner.  But  that  would  not  let  Messrs.  Moore  &  Schley  out 
of  their  difficulty.  Then,  the  next  proposition,  as  I  understand,  was 
90  per  cent  of  the  face  value  of  their  securities;  that  was  $25,000,000, 
or  thereabouts? 

Mr.  Gary.  I  think  so. 

Mr.  Gardner.  And  that  would  not  let  Moore  &  Schley  out  of  their 
difficulties? 

Mr.  Gary.  That  is  right. 

Mr.  Gardner.  Finally  you  paid  over  $30,000,000,  and  that  did  not 
let  them  out.  Now,  what  I  want  to  get  at  is.  What  were  Moore  & 
Schley's  obligations  that  required  such  an  enormous  difference  as  be- 
tween the  original  proposition  of  Col.  Payne  and  what  finally  was 
furnished? 

Mr.  Gary.  These  obligations  which  were  paid  for  by  the  United 
States  Steel  Corporation  were  not  all  the  obligations  of  Moore  & 
Schley.  They  did  have  obli^tions  in  the  bank,  as  I  understood,  of 
between  thirty  and  forty  million  dollars. 

Mr.  Gardner.  Thirty  or  forty  millions  of  dollars  was  about  the 
selling  price  of  the  securities? 

Mr.  Gary.  They  had  borrowed  thirty  or  forty. 

Mr.  Gardner.  But  they  had  against  that  the  Tennessee  Coal  & 
Iron  stock,  which  was  worth  something? 

"  Mr.  Gary.  And  various  other  stocks.  I  do  not  know  the  details 
of  those  loans.  But  here  is  a  thing  I  would  like  to  have  you  get 
in  your  mind ;  it  is  important :  Most  of  the  gentlemen  who  were 
participants  in  this  syndicate,  so-called,  who  were  wealthy  men — 
many  of  them,  at  least — were  not  obligated  at  all  on  the  Moore  & 
Schley  loans ;  but,  as  I  understood  it,  and  as  I  believed  from  their  acts 
at  the  time,  they  were  very  glad  to  turn  in  their  stock,  which  they 
owned  at  these  prices  which  were  agreed  upon.  But  just  how 
much  of  the  bonds  which  we  turned  over  were  needed  by  Moore  & 
Schley  to  take  care  of  themselves  we  were  never  informed. 

Mr.  Gardner.  Here  is  what  I  want  to  get  at.  You  said  you  and 
Mr.  Frick  decided  that  the  stock  was  worth  from  60  to  65,  in  your 
opinion. 

Mr.  Gary.  Not  more  than  that. 

Mr.  Gardner.  That  is  all  you  cared  to  pay  for  it,  ordinarily? 

Mr.  Gary.  Yes. 

Mr.  Gardner.  But  on  account  of  Mr.  Morgan's  representation  to 
you  that  if  Moore  &  Schley  failed  it  would  be  followed  by  a  financial 

?>anic  whose  size  could  not  be  measured,  you  finally  gave  them  100 
or  that  which  you  thought,  only  as  a  business  venture  taken  by 
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itself,  to  be  worth  only  $66;  in  other  words,  that  you  came  to  the 
rescue  of  Moore  &  Schley  to  the  extent  of  over  $30,000,000  ? 

Mr.  Gary.  Not  over  30,000,000. 

Mr.  Gardner.  Why  not  ? 

Mr.  Gary.  You  mean  the  total  ? 

Mr.  Gardner.  You  gave  them  in  bonds,  which  were  convertible 
into  cash,  somewhere  from  79  to  84  of  its  face  value;  you  ^ave  them 
$30,000,000.  That  is,  what  they  could  use  as  cash.  That  is  what  I 
want  to  get  into  my  mind,  whether  that  great  amount  of  money 
was  necessary  to  avert  this  calamity  which  was  impending,  in  view 
of  the  fact  that  a  large  number  of  holders  in  the  pool  of  Moore  & 
Schley  were  men  whose  interest  it  was  obviously  to  share  with  you 
that  cost  of  averting  a  panic? 

Mr.  Gary.  I  do  not  know  the  figures  with  respect  to  the  indebted- 
ness of  Moore  &  Schley,  which  was  secured  by  this  stock ;  nor  do  I 
know  how  many  other  members  of  the  syndicate  owed  and  had  put  up 
that  stock.  Mr.  Schley,  in  his  testimony,  refers  to  the  fact  that  a 
good  deal  of  it  was  up.  I  do  not  know  how  much,  and  we  never 
had  those  figures.  What  we  did  know,  or  what  we  were  informed, 
was  that  eight  or  nine  million  dollars  was  not  sufficient,  and  we  were 
also  told  that  there  was  no  way  of  preventing  this  failure  except  by 
the  purchase  of  the  whole  of  the  stock. 

Mr.  Gardner.  At  100  per  cent  ? 

Mr.  Gary.  At  100  per  cent.  Now,  I  suspect  that  members  of  that 
syndicate  who  were  not  in  debt  said  to  Schley :  "  We  have  put  this 
stock  in  your  hands  with  an  agreement  that  it  shall  not  be  sola  by  you 
unless  sold  at  a  profit,  and  it  has  cost  us  about  110" — I  think  Skhley 
said  it  stood  him  in  at  that — ^^  and  we  will  not  allow  you  to  sell  your 
interest  in  that  syndicate  unless  at  the  same  time  you  put  ours  in  at 
the  same  price  and  give  us  a  chance."  That  is  what  I  suspect ;  I  do 
not  know  that.    But  I  do  know  those  were  rich  men,  some  of  them. 

Mr.  Gardner.  You  found  a  situation  in  which  Mr.  Morgan  said: 
*'  I  do  not  know  whether  you  can  buy  this  or  whether  you  can  buy 
that,  but  here  is  the  fact,  unless  Moore  &  Schley  have  the  money 
they  say  they  must  have" — which  ultimately  turns  out  to  bJe 
$30,000,000,  or  its  eauivalent — ^"they  are  going  to  the  wall,  which 
means  general  ruin."  Ordinarily  a  man  would  say  to  himself: 
"  Of  course,  it  will  ruin  the  United  States  Steel  Corporation  as  well  as 
it  will  other  people  if  there  is  a  panic,  and  are  there  not  some  people 
around  who  can  share  this  loss  we  are  going  to  stand  in,  because  we 
are  paying  100  for  that  which  we  think  is  worth  only  65?"  You 
would  naturally  have  looked  around  to  see  if  there  was  not  somebody 
who  had  to  pay  his  share  to  pull  Moore  &  Schley  out  of  the  hole. 
Was  there  somebody  else,  or  did  the  whole  burden  come  on  the  United 
States  Steel  Corporation  ? 

Mr.  Gary.  It  did  finally,  and  would  under  any  circumstances,  ex- 
cept to  the  extent  of  about  $3,000,000,  as  I  understand. 

Mr.  Gardner.  Some  of  those  names  there  that  were  read  off  as 
holding  10,300  shares  seem  to  me  like  persons  with  whom  Mr.  Morgan 
should  have  influence. 

Mr.  Gaby.  Which  one,  for  instance? 

Mr.  Gardner.  Oakleigh  Thome. 

Mr.  Gary.  I  do  not  think  he  would  have  very  much  influence. 
What  other  one?     There  may  be  some  one  on  there,  but  I  do  not 
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think  there  was  anyone  there  that  Mr.  Morgan  would  have  a  par- 
ticular influence  over. 

The  CnAiR3iAN.  Mr.  John  W.  Gates?  [Laughter.]  In  that  con- 
nection, Judge,  while  they  are  waiting,  are  you  willing  to-day  to 
dispose  of  that  property  for  what  you  paid  for  it? 

Mr.  Gary.  That  is  a  very  pertinent  question,  and  I  would  like  to 
answer  that  in  just  a  minute.  I  just  want  to  add,  in  answer  to  Mr. 
Gardner's  question,  this  suggestion.  He  has  spoken  of  Mr.  Morgan 
making  these  representations.  There  were  several  other  leading 
bankers,  whose  names  I  do  not  now  remember,  all  of  whom  were  very 
much  excited,  and  who  made  the  same  representations;  that  is,  the 
representations  which  Mr.  Morgan  made,  as  I  understood,  were  that 
if  Moore  &  Schley  failed,  and  these  loans,  therefore,  in  these  various 
banks  were  put  m  a  position  where  the  clearing  house  could  not 
approve  them,  then  he  could  not  answer  for  the  results.  That  was 
the  statement,  and  Mr.  Morgan  said,  "  Now,  Mr.  Ledyard  tells  me 
that  unless  this  stock  is  purchased  Moore  &  Schley  must  fail.  That 
is  his  opinion,  and  he  has  no  doubt  about  it.    Those  are  the  facts." 

Mr.  Gardner.  What  I  was  trying  to  get  at  was,  why  you  did  not 
have  any  partners  in  misery. 

Mr.  Gary.  I  presume  you  have  been  in  trouble  before,  when  you 
have  seen  a  large  portion  of  the  people  surrounding  the  trouble  run 
in  all  (directions.  Mr.  Morgan  is  the  one  man  who,  on  such  occasions, 
will  rise  to  the  occasion  and  put  his  own  money  into  the  other  banks 
or  on  the  stock  exchange  or  anywhere  to  prevent  the  panic  or  prevent 
trouble,  and  give  the  use  of  his  name  and  his  credit  to  help  people 
who  are  in  financial  distress.  He  has  done  it  over  and  over  again, 
and  on  this  occasion  no  doubt  he  risked  many,  many  million  dollars 
of  his  own  money  in  order  to  try  to  avert  the  panic.  But  that  is  not 
true  of  all  others.  It  is  tine,  though,  that  on  this  occasion  many  of 
the  leading  bankers  of  New  York  gathered  around  Mr.  Morgan,  and 
with  him  oecame  responsible  for  large  sums  of  money.  They  were 
all  obligated  in  many  directions  and  in  large  sums,  and  these  bankers 
believed  from  the  representations  which  had  been  made  to  them 
that  the  United  States  Steel  Corporation — or,  at  least,  they  hoped — 
could  afford  to  buy  this  stock  and  help  out  the  situation  and  finally 
recoup  itself  against  loss.  So  that  it  may  not  be  true,  and  I  have  not 
said  that  as  a  final  result  the  United  States  Steel  Corporation  made 
a  heavy  loss.     I  would  be  glad  to  give  you  my  opinion. 

Mr.  Gardner.  We  do  not  expect  you  to  make  a  loss,  because  the 
panic  was  terminated.  But  naturally  you  took  your  risk  of  a  loss. 
What  I  want  to  get  through  my  miiia  is,  why  you  had  alone  to  make 
a  present  to  Moore  &  Schley — and  that  is  what  you  did  in  paying  100 
for  that  of  which  the  market  value  was  only  70  per  cent — ^why  you 
alone  had  to  stand  in  the  way  of  that  thunderstorm. 

Mr.  Gary.  Because  there  was  no  other  customer  for  that  stock; 
because  if  that  stock  had  been  put  on  the  market  the  price,  before  it 
had  been  sold,  would  have  gone  down  very  much  below  65,  in  my 
opinion.  I  believe  that  company  would  have  been  in  bankruptcy  in 
a  very  short  time  if  it  had  not  had  help. 

Mr.  Gardner.  Suppose  you  had  adhered  to  your  original  offer  of  90  ? 

Mr,  Gary.  Then,  perhaps,  we  would  not  have  gotten  the  stock. 
Perhaps  Moore  &  Schley  would  have  made  an  assignment  and  precipi- 
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tated  all  this  trouble.  If  it  was  tme,  as  represented,  that  the  90  would 
not  let  him  out 

Mr.  Gardner.  How  would  he  be  better  off  by  making  an  assign- 
ment? 

Mr.  Gary-  He  would  not  be  any  better  off;  but  the  financial  con- 
ditions would  be  very  much  worse  off. 

Mr.  Gardner.  But  I  was  thinking,  what  could  his  possible  motive 
be  in  refusing  that  offer? 

Mr.  Gary.  He  could  not  get  through. 

Mr.  Gardner.  If  he  would  have  to  take  less  in  the  long  run  ? 

Mr.  Gary.  If  he  would  have  had  to.  If  he  was  going  to  fail,  he 
miffht  as  well  fail  for  an  old  sheep  as  a  lamb. 

Mr.  Gardner.  He  might  as  well  pull  other  people  down  with  him? 

Mr.  Gary.  I  suppose  there  are  still  some  Sampsons  in  the  world. 
I  do  not  know  whether  he  might  be  of  that  disposition. 

Mr.  LiNDABURY.  He  probably  could  not  get  his  stock  out  of  "  hock." 

Mr.  Gardner.  That  is  very  likely.  I  want  to  get  clearly  in  my  mind 
why  it  was  that  the  United  States  Steel  Corporation  paid  100  finally 
for  that  which  you  had  determined  was  worth  only  65,  and  that  you 
alone  were  the  people  doing  it.  I  can  perfectly  understand  that  if 
you  were  the  only  people  who  would  do  it,  it  might  pay  you  very  well 
to  do  it. 

Mr.  Gary.  That  is  the  answer. 

Mr.  Gardner.  That  you  had  exhausted  all  other  possibilities? 

Mr.  Gary.  That  is  the  answer. 

Mr.  LnruBTON.  Will  you  take  up  the  thread  of  your  story  where 
you  had  it  a  moment  ago? 

Mr.  Gary.  Very  welL 

Mr.  Littleton.  You  agreed  to  pay  100. 

Mr.  Gary.  I  think  that  was  Sunday  night.  We  had  a  meeting 
of  the  finance  committee  as  late  as  11  o'clock,  and  maybe  12  o'clock, 
Sunday  night. 

Mr.  Young.  Had  you  seen  the  President  previous  to  that  ? 

Mr.  Gary.  No.  I  think  it  was  about  10  o'clock  when  I  called  up 
the  private  secretary  of  the  President  and  asked  him  to  make  an 
appointment  for  Mr.  Frick  and  me  to  meet  the  President  at  the 
earliest  practicable  hour  the  next  morning.  He  got  in  communica- 
tion with  the  President  and  said  the  President  would  see  us  at  10 
o'clock  Monday  morning,  as  I  remember  it.  We  held  a  meeting  of 
the  finance  committee  very  late  that  night,  and  immediately  after- 
ward Mr.  Frick  and  I  secured  a  special — an  engine  and  a  car — and 
went  to  Washin^on.  We  might  have  started  later,  considerably 
later,  but  we  arrived  in  Washington,  I  think,  about  8  o'clock,  or  if 
we  arrived  earlier  we  did  not  get  up  before  about  8  o'clock.  I  sug- 
gested to  Mr.  Frick  that,  notwithstanding^  our  appointment  at  10 
o'clock,  we  had  better  go  to  the  office  of  the  President  and  endeavor  to 
see  the  President  before  10  o'clock.  Mr.  Morgan  had  said  the  condi- 
tions in  New  York  were  so  critical  he  would  like  to  know  the  opinion 
of  Mr.  Frick  and  myself  at  the  very  earliest  moment.  We  went  to  the 
office  of  the'  President  and  saw  his  secretarv  there,  I  think,  at  about  9 
o'clock.  I  will  not  undertake  to  be  strictly  accurate  as  to  the  hour, 
but  I  think  it  was  about  9  o'docJj:  that  we  arrived  at  the  office  of  the 
secretary.  I  briefly  stated  our  business,  and  the  secretary  said  the 
President  was  at  breakfast;  it  was  not  his  custom  to  come  to  his 
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office  before  10  o'clock — ^I  understood  that  was  his  rule — &nd  he  was 
not  accustomed  to  seeing  anyone  until  after  he  had  had  a  chanee  to 
look  at  his  maiL  I  ask^  him  if  he  would  go  to  the  Preaideiit  where 
he  was  breakfasting  and  say  to  him  that  Mr.  Frick  and  I  were  here; 
that  we  considered  it  very  important  to  see  him  inmiediately,  and 
ask  him  if  he  would  make  an  exception.  He  returned  with  the 
President,  and  the  President  said  at  once,  after  hearing  the  story, 
that  he  would  like  to  consult  the  Department  of  Justice.  I  think 
Mr.  Bonaparte  was  out  of  the  city.  Tne  Preffldent  then  directed  that 
Secretary  Boot  be  requested  to  come  to  the  office  of  the  President 
immediately.  I  am  not  sure  whether  this  interview  was  in  the  office 
or  one  of  tne  rooms  in  the  White  House.  That  is  not  important,  of 
course ;  I  may  be  mistaken  about  that ;  I  rather  think  it  was  in  the 
White  House.  But,  wherever  we  were,  the  President  requested  Mr. 
Root  to  come  to  wnere  the  President  was  inunediately.  Mr.  Boot 
appeared  very  soon  after.  The  President  then  asked  me  to  again 
state  the  case  in  Mr.  Boot's  presence,  which  I  did.  The  result  of  that 
interview  I  immediately  telephoned  to  New  York.  The  secretary 
to  the  President  had  kept  the  telephone  open. 

Mr.  LriTLBTON.  Did  the  President  ask  Mr.  Boot  his  opinion  on  this 
question? 

Mr.  Gary.  He  did. 

Mr.  Littleton.  As  to  the  validity  and  legality  of  this? 

Mr.  Gabt.  He  did.  There  was  no  disagreement  between  us.  Now, 
gentlemen  of  the  committee,  I  have  a  record  of  the  substance  of  what 
took  place  on  that  occasion,  and  I  see  no  reason  for  not  giving  it  to 
this  committee. 

Mr.  Littleton.  We  would  like  very  much  to  have  it. 

Mr.  Gary.  I  have  never  been  requested  not  to  give  it  to  the  com- 
mittee nor  requested  to  treat  it  as  confidential. 

Mr.  Young.  When  was  this  record  made  up,  Mr.  Gary  ? 

Mr.  Gary.  I  will  give  you  the  dates.  On  November  7,  1907,  two 
days  after  Mr.  Frick  and  I  visited  the  White  House,  I  wrote  to 
Secretary  Boot  as  follows: 

November  7,  1907. 

My  Dear  Mr.  Secretary:  At  the  recent  Interview  at  the  White  House  be- 
tween the  President,  yourself,  Mr.  Frick,  and  myself,  I  stated,  In  substance, 
that  our  corporation  had  the  opportunity  of  acquiring  more  than  one-lialf  of 
the  capital  stock  of  the  Tennessee  Coal,  Iron  &  Kailroad  Co.  at  a  price  some- 
what in  excess  of  what  we  believed  to  be  its  real  value,  and  that  it  had  been 
represented  that  if  the  purchase  should  be  made  It  would  be  of  great  benefit 
to  financial  conditions,  and  would  probably  save  from  failure  an  important 
business  concern;  that  under  the  circumstances  Mr.  Frick  and  I  had  decided 
to  favor  the  proposed  purchase  of  stock  unless  the  President  objected  to  the 
same.  I  further  stated  that  the  total  productive  capacity  of  our  companies 
would  not  be  materially  increased  by  the  ownership  of  the  properties  of  the 
Tennessee  Co.,  and,  after  the  purchase,  would  probably  not  amount  to  more 
than  GO  per  cent  of  the  total  steel  production  in  this  country,  which  was  about 
the  x)ercentage  of  our  companies  at  the  time  of  the  organization  of  the  United 
States  Steel  Corporation ;  that  our  policy  was  opposed  to  securing  a  monopoly  in 
our  lines  or  even  a  material  increase  of  our  relative  capacity.  I  understood 
the  President  to  say  that  while  he  would  not  and  could  not  legally  make  any 
binding  promise  or  agreement  he  did  not  hesitate  to  say  from  all  the  circum- 
stances as  presented  he  certainly  would  not  advise  against  the  proposed 
purchase. 

If  consistent  will  you  kindly  write  me  if  the  above  statement  is  In  accordance 
with  your  understanding  and  recollection? 

Sincerely,  yours,  E.  H.  Gabt. 
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Mr.  Boot  rtq>onded  as  follows: 

November  11,  1907. 

Mv  Dxxfi  M^.  Gabt  :  I  hav6  your  letter  of  November  7.  It  folly  agrees  with 
my  recollection  of  the  intervietir  to  wfaldh  yoti  refer,  in  virhich  you  stated  to  the 
PresldBBt  the  elfoumBtanoes  mvder  whi^h  the  United  States  §teel  Corporation 
bad  been  asked  to  relieve  the  financial  situation  by  purchasing  a  ma:}oHty  of 
the  stock  of  the  Tennessee  Coal,  Iron  ft  Railroad  Go.  I  have  sent  a  copy-  of 
your  letter,  with  this  answer,  to  the  President,  with  a  recommendation  that  it 
be  transmitted  to  the  Department  of  Justice  for  filing  there. 

Very  sincerely,  yoars,  lEhittv  Root. 

I  received  another  letter  from  Mr.  Root,  as  follows : 

November  20,  1907. 

Dbab  Mr.  Gabt  :  I  inclose  a  copy  of  a  letter  which  I  have  sent  to  the  Presi- 
dent Inclosing  a  copy  of  your  letter  of  November  7,  and  a  copy  of  the  President's 
answer.  You  have  a  complete  copy  of  what  you  will  be  able  to  find  upon  the 
files  of  the  Department  of  Justice  if  any  occasion  arises. 

Very  sincerely,  yours,  EkJHu  Ro<yT. 

Inclosed  were  the  following  copies.  First,  from  Mr.  Root  to  the 
President,  dated  November  11, 1907 : 

DBAS  Mr.  President  :  I  transmit  herewith  a  copy  of  a  letter  from  Mr.  E.  H. 
Gary,  president  of  the  United  States  Steel  Corporation,  dated  November  7, 
1907,  received  by  me  on  the' following  day.  You  will  perceive  that  it  relates  to 
the  Interview  which  Mr.  Gary  had  with  you  last  wecfk  regarding  the  pnrcSifise 
by  his  company  of  the  capital  stock  of  the  Tennessee  Goal,  Iron  &  Railroad  Co. 
I  send  also  a  copy  of  my  answer  to  Mr.  Gary,  and  recommend  that  these  papers 
be  sent  to  the  Department  of  Justice  and  placed  upon  the  files  of  that 
department. 

V«ry  tnriy,  yours,  Blihc  Root. 

A  letter  from  the  President  to  the  Secretary  of  State : 

NOVEMBJ  R  19,  lOOT. 

Mr  Drar  Mr.  Secretary  :  I  am  in  receipt  of  your  letter  of  the  11th  instant 
and  Indosures,  and  have  forwarded  them  to  the  Attorney  General  to  be  placed 
on  the  flies  of  the  Department  of  Justice,  together  with  a  copy  of  this  letter. 
Mr.  Gary  states  the  facts  as  I  remember  them. 

Very  truly,  yours,  Thbx)D08C  Roobbvblt. 

Mr.  Littleton.  Is  there  any  additional  fact,  qutside  of  that  con- 
temporaneous record,  which  you  remember,  Judge  Gary,  of  the 
events  of  that  visit? 

Mr.  Gary.  I  remember  some  of  the  conversation.  I  remember  the 
Secretary  of  State  saying  to  the  President  that  of  course  he  had  no 
right  to  say  that  we  could  buy  this  property.  The  President  said 
he  understood  that.  He  thought  all  we  wished  to  know  was  what 
would  be  the  disposition  of  the  President  and  the  Department  of 
Justice  in  case  we  did  buy,  for  the  reason  that  if  there  was  an  objec- 
tion by  the  Government  we  would  not  accomplish  the  desired  result. 

I  remember  the  President  saying  he  was  glad  to  know  that  the 
percentage  in  -production  of  the  steel  of  this  country  of  the  United 
States  Steel  Corporation  was  not  greater  and  wfis  even  less  than  it 
was  at  the  time  of  the  organization  of  the  company ;  that  he  felt,  as 
I  knew,  that  the  question  of  monopolies  in  this  country  was  a  very 
serious  one,  but  he  said: 

In  view  of  the  fact  that  your  percentage  has  not  increased,  but  has  clecren«€d, 
and  the  further  fact  that  all  of  us  have  an  appreciation  of  the  financial  condi- 
tions In  New  York,  I  do  not  believe  that  anyone  coald  Justly  criticise  me  for 
aaylDg  that  I  would  not  feel  like  objecting  to  the  purchase  under  the  circum- 
Btanoes. 
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Now,  I  know  it  is  believed  by  the  chairman  of  this  committee,  from 
statements  which  he  has  made,  that  Mr.  Frick  and  I  misrepresented 
the  facts  to  the  President.  Of  course  I  regret  that  very  mudi,  and 
I  am  going  to  try  to  show  to  the  committee,  if  I  am  permitted 

The  Chairman  (interposing).  That  you  possibly  misled  him  un- 
intentionally ? 

Mr.  Gakt.  Of  course  I  would  not  intentionally  misrepresent  your 
statement. 

The  Chairman.  The  chairman  did  not  mean  to  make  that  state- 
ment quite  that  bald. 

Mr.  Gary.  I  want  to  satisfy  the  chairman  and  the  committee,  if 
J  can,  by  the  facts  and  figures,  that  we  did  not  make  any  misrepre- 
sentation. I  believe  everyone  connected  with  the  Umted  States 
Steel  Corporation  cares  more  for  his  conduct  and  his  reputation  and 
his  character  than  he  does  in  regard  to  the  question  of  making  or 
losing  a  few  dollars.  I  want  to  satisfy  you  oi  that,  if  I  can,  by  the 
facts  and  figures,  which  are  undisputed. 

The  Chairman.  Since  the  gentleman  has  been  free  to  mention  the 
attitude  of  the  chairman  in  the  matter,  I  would  like  to  say  that  the 
chairman  is  now  sitting  in  a  judicial  capacity,  notwithstanding  the 
fact  that  he  was  the  proponent  of  the  resolution.  The  chairman  will 
say  to  the  gentleman  that  after  a  careful  investigation  of  such  infor- 
mation as  was  obtainable,  such  information  bemg  the  sworn  testi- 
mony and  statement  before  the  Committee  on  the  Judiciary  in  the 
Senate  of  the  United  States,  his  opinions  in  that  matter  were  predi- 
cated upon  that  sworn  testimony  as  to  the  facts.  His  opinions  as  to 
the  law  were  predicated  upon  such  poor  authority,  if  the  gentleman 
so  deems  it,  as  the  opinions  of  Senator  Culberson,  Senator  Foraker, 
Senator  Bacon,  and  the  other  jurists,  who  until  this  time  I  consid- 
ered quite  able  men,  who  expressed  themselves  in  terms  equally  as 
explicit  as  the  chairman  of  this  committee.  The  chairman  regarded 
the  absorption  of  the  company,  at  that  time  a  competing  company,  by 
the  tacit  approval  of  the  President,  with  genuine  grief  and  profound 
astonishment. 

Mr.  Gary.  I  have  always  regretted  that  the  full  facts  in  r^ard  to 
the  acquisition  of  the  stock  oi  the  Tennessee  Coal  &  Iron  Co.  were 
not  developed  before  the  Judiciary  Committee  of  the  Senate,  to  which 
you  have  referred. 

Mr.  Littleton.  The  only  witnesses  who  testified  on  that  occasion 
were  Schley,  Thome,  Perkins,  and  Herbert  Knox  Smith,  so  far  as 
the  record  shows.  Did  you  see  the  correspondence  from  the  President 
to  the  Attorney  General  that  followed  your  visit  ? 

Mr.  Gary.  I  have  seen  that  many  times ;  yes,  sir ;  I  saw  it  published. 
Mr.  Littleton.  I  think  it  should  go  into  the  record  at  this  time — 
the  complete  correspondence. 

(The  letter  from  the  President  to  the  Attorney  Gteneral,  referred  to 
by  Mr.  Littleton,  follows:) 

The  White  House, 
Washington,  November  4,  1901, 

Mt  Dear  Mr.  Attorney  General  :  Judge  E.  H.  Gary  and  Mr.  H.  H.  Prick,  on 
behalf  of  the  steel  corporation,  have  Just  called  on  me.  They  state  that  there 
Is  a  certain  business  firm  (the  name  of  which  I  have  not  been  told,  but  which 
Is  of  real  importance  In  New  Tork  business  circles)  which  will  undoubtedly 
fall  this  week  If  help  Is  not  given.  Among  Its  assets  are  a  majority  of  the 
secnrltles  of  the  Tennessee  Coal  Co.    Application  has  been  urgently  made  to 
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the  steel  corporation  to  purchase  this  stock  as  the  only  means  of  avoiding  a 
failure.  Judge  Gary  and  Mr.  Frlclt  inform  me  that  as  a  mere  business  trans- 
action they  do  not  care  to  purchase  the  stock,  and  under  ordinary  circum- 
stances they  would  not  consider  purchasing  the  stock  because  but  little  benefit 
wIU  come  to  the  steel  corporation  from  the  purchase ;  that  they  are  aware  that 
the  purchase  will  be  used  as  a  handle  for  attack  upon  them  on  the  ground  that 
they  are  striving  to  secure  a  monopoly  of  the  business  and  prevent  competi- 
tion— ^not  that  this  would  represent  what  could  be  honestly  said,  but  what 
might  be  recklessly  and  untruthfully  said.  They  further  Inform  me  that  as  a 
matter  of  fkct  the  policy  of  the  company  has  been,  to  decline  to  acquire  more 
than  eo  per  c«it  of  the  steei  properties,  and  that  this  purpose  has  been  per- 
severed in  for  several  years  past,  with  the  object  of  preventing  these  accusa- 
tions, and,  as  a  matter  of  fact,  their  proportion  of  steel  properties  has  slightly 
decreased,  so  that  it  Is  below  this  60  per  cent,  and  the  acquisition  of  the 
propwty  in  question  will  not  raise  it  above  60  per  cent.  But  they  feel  that  it 
is  immensely  to  their  interest,  as  to  the  interes  of  every  responsible  business 
man,  to  try  to  prevent  a  panic  and  general  industrial  smash  up  at  this  time,  and 
that  they  are  willing  to  go  into  this  transaction,  which  they  would  not  other- 
wise go  into,  because  it  seems  the  opinion  of  those  best  fitted  to  express  Judg- 
ment In  New  York  tliat  it  will  be  an  important  factor  in  preventing  a  break 
that  might  be  ruinous;  and  that  this  has  been  urged  upon  them  by  the  com- 
bination of  the  most  responsible  bankers  in  New  Tork  who  are  now  thus 
engaged  in  endeavoring  to  save  the  situation.  But  they  asserted  they  did  not 
wish  to  do  this  if  I  stated  it  ought  not  to  be  done.  I  answered  that  while  of 
course  I  could  not  advise  them  to  take  the  action  proposed,  I  felt  it  no  public 
dny  of  mine  to  interpose  any  objection. 

Sincerely,  yours,  Theodore  Roosevelt. 

Hon.  Chables  J.  Bonapaste, 

Attorney  General, 

Mr.  LnTLEiON.  Did  you  or  Mr.  Frick  tell  the  President  what 
company  was  to  be  saved  from  failure? 

Mr.  Gabt.  I  believe  not;  I  think  not. 

Mr.  LriTLETOK.  On  the  question  of  the  salvation  of  the  company 
from  failure  let  me  ask  you  this  question:  Moore  &  Schley  could 
not  have  failed  for  a  large  amount  of  money  unless  the  loans  which 
they  had  in  the  banks  were  called,  could  the^  t    It  is  not  likely  t 

Mr.  Gaby.  I  would  not  say  that  it  was  likely ;  of  course,  I  do  not 
know. 

Mr.  LiTTLBTOK.  Did  anybody  ascertain  the  number  and  amounts  of 
the  loans  which  they  had  m  the  banks  at  that  time  ? 

Mr.  Gart.  We  endeavored  to  verify  the  statement  of  Moore  & 
Schley.  I  sent  two  representatives  to  their  books  who  made  an  exami- 
nation. I  have  attempted  since  I  was  subpoenaed  to  come  before  this 
committee  to  get  the  result  of  that  examination.  One  of  the  gentle- 
men, and  the  one  who  was  best  informed  in  regard  to  the  result,  I 
could  not  find.  I  have  forgotten  his  name,  but  it  is  not  material. 
He  has,  I  think,  left  the  city.  I  could  not  find  him.  Mr.  Joyce,  the 
other  one,  has  only  a  general  recollection.  He  says  that  he  remembers 
he  reported  to  me  that  their  loans  were  very  large,  and  that  the  se- 
curities were  distributed  throughout  the  different  hanks. 

Of  course  you  know  how  the  business  of  a  broker  is  done.  He 
buys  stock  for  his  client,  and  his  client  may  deposit  a  margin  in 
cash,  and  he  takes  the  stock  and  goes  to  a  bank  and  borrows  money 
on  the  stock  and  puts  that  up  as  collateral. 

Mr.  LmunoK.  Only  a  pledge  ? 

Mr.  Gary.  Only  a  pledge. 

Mr.  LrrTLBTON.  In  order  to  make  this  transaction  justifiable  in 
the  afterview,  whatever  might  have  been  the  foreview  of  it  at  that 
time,  it  was  easy  for  you  to  have  been  deceived,  unless  you  actually 
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kiiew  the  amount  of  money  which  Moore  &  Sdiley  owed,  as  to  the 
dire  iMeesfiity  of  purchasinff  this  property  ? 

Mr.  Ga«y.  I  would  think  so.  1  think  we  were  deceived,  whether 
intentionally  or  otherwise,  in  this  respect.  I  believed  at  that  time, 
although  I  presume  it  was  not  so  represented,  that  Moore  &  Sohlev 
had  a  very  much  larger  amount  of  the  Tennessee  Coal  &  Iron  stock 
as  collateral  than  I  now  believe,  after  seeing  this  syndicate  arrange- 
ment, they  had  actually  deposited,  unless  the  stocks  of  many  of  these 
rich  men  were  depositee!  on  account  of  indebtedness  by  the  members 
of  this  syndicate  to  Moore  &  Schley. 

Mr.  liriTLETON.  Do  you  think  the  syndicate  was  enlarged  when 
the  prospect  of  the  sale  of  the  stock  brightened? 

Mr.  Gakt.  I  do  not  know  that  it  was  at  that  time.  I  have  an 
(pinion,  not  justified  by  evidence,  that  when  that  syndicate  was  formed 
and  that  stock  purchased  there  was  a  hope  on  the  part  of  some  that 
the  stock  could  be  sold  to  the  United  States  Steel  Corporation.  I 
would  not  like  to  do  anyone  an  injustice.    That  may  not  be  true. 

Mr.  LrrriiETON.  When  you  went  to  the  President  and  met  him  and 
the  Secretary  of  State,  iiowing,  as  you  have  stated,  that  if  it  were 
a  violation  of  the  law  no  absolution  could  be  .given  by  them,  it 
amounted,  did  it  not,  to  your  obtaining  the  opinion  of  the  PvesidBnt 
and  Secretary  of  State  as  to  whether  it  was  a  violation  of  law  ? 

Mr.  Gary.  I  do  not  know  that  I  would  quite  a^ssent  to  that  opin- 
ion. I  did  reach  the  conclusion  that  if  we  acquired  those  securities 
and  there  ^ould  afterwards  be  any  proceeding  of  any  sort  on  behalf 
of  the  Government  against  us  to  set  aside  or  prevent  the  consumma- 
tion of  that  purchase  or  do  anything. else  it  would  be  a  gceat  outrage. 

Mr.  Littleton.  And  if  any  subsequent  proceedings  were  taken 
against  the  company  after  this  purchase  were  made  under  these  cir- 
cumstances the  company  wcmld  have  rather  a  strong  deiense,  would 
it  not,  in  stating  its  position  to  the  Government? 

Mr.  Gabt.  I  would  think  so,  if  Mr.  Martin  liittleton  wias  dedBcnd- 
ing  the  case  with  his  ability  to  express  himself. 

Mr.  liBrnssaoiff.  That  is  vesy  oonaplimentary,  Judge,  and  I  appre- 
ciate it. 

I  notice  in  the  letter  of  Mr.  Bonaparte  the  following : 

On  November  4.  1907,  the  President  addressed  to  me  a  letter  of  wblch  I 
inclose  a  copy.  At  the  time  of  the  visit  to  him  by  Messrs*  Frick  and  Gary,  to 
which  reference  is  made  in  this  letter,  I  was  absent  from  Washington,  bat 
after  the  letter  had  been  written  and  before  It  reached  me  I  had  a  brief  con- 
versation with  the  President  in  which  I  was  Informed,  in  substance,  of  the 
facts  stated  mo^e  in  detail  in  the  letter  itself.  In  this  conversation  I  advised 
the  President  that  so  far  as  the  Department  of  Justice  was  iolbrmed,  no  rea- 
son existed  to  believe  that  the  United  States  Stidol  Corporation  or  its  officers, 
directors,  or  stockholders  were  subject  to  prosecution  or  civil  action  un4er 
the  Sherman  antitrust  law,  and  that,  supposing  such  to  be  the  fact,  the  informa- 
tion conveyed  to  him  by  Messrs.  Frick  and  Gary  did  not  materially  alter  tiie 
GQCisting  situation. 

Were  you  familiar  with  that  letter? 

Mr.  Gary.  No ;  I  was  not.  That  is  from  the  Attorney  General  to 
the  President? 

Mr.  Littleton.  I  am  wrong  about  that.  It  is  a  quotation  by  the 
Attorney  General  from  another  letter  of  his  which  was  written  to 
the  President,  and  this  is  contained  in  a  letter  to  the  chairman  of 
the  Judiciary  Committee  of  the  United  States  Senate. 

Mr.  Gary.  I  never  had  any  knowledge  or  information. 
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Mr.  LiTTLBTON.  He  says: 

I  added  the  statement  in  substance  that,  In  my  opinion,  based  upon  certain 
decisions  of  the  Snpreme  Court,  and  espeeially  the  Knight  case  (156  XJ.  S.,  1), 
the  transaction  said  by  Messrs.  Gary  and  Frick  to  be  in  contemplation  would 
not  in  itself  constitute  an  offense  against  the  said  law  or  furnish  grounds  for 
action  by  the  Government  to  enjoin  its  consummation;  but  if  this  transaction 
had  been  preceded  or  idiould  be  followed  by  a  series  of  others  of  like  nature  a 
materiaUy  different  situation  would  be  presented  and  the  case  would  become, 
in  some  measure,  analogous  to  those  of  the  Standard  Oil  Co.  and  the  Tobacco 
Trust  and  other  combinations  of  the  like  nature.  In  the  same  conversation 
the  President  asked  my  opinion  as  to  the  legal  correctness  of  the  attitude  he 
(the  President)  had  assumed  in  his  conversation  with  the  gentlemen  In  ques- 
tion, that  attitude  being,  in  substance,  that  while  he  had  no  right  to  advise 
them  to  take  the  course  they  proposed  or  make  any  suggesion  to  them  in  the 
premises,  he  was  not  called  upon  to  Interpose  any  objection,  and  I  replied  that,  in 
my  opinion,  such  course  by  the  President  was  strictly  appropriate  under  the  law. 

Judge  Gary,  if  you  have  had  time  enough  to  consider  it,  do  you 
understand  hun  to  mean  if  it  had  been  preceded  by  a  similar  trans- 
acticm  or  followed  by  a  similar  transaction  ? 

Mr.  LiNDABURT.  Once  again,  apologizing  for  making  an  objection, 
might  I  suggest  that  Judge  Gary's  interpretation  of  Mr.  Bona- 
parte's letter  to  the  President  would  hardly  be  proper? 

Mr.  Ljttletok.  We  have  such  abundant  power  to  overrule  the  ob- 
jection that  I  will  withdraw  the  cjuestion. 

Mr.  Gabt.  I  do  not  think  I  quite  finished  the  statement  in  regard 
to  the  examination  of  the  purchase  of  these  securities,  although  I 
have  33yearly  done  so. 

I  returned  to  New  York,  and  we  entered  an  agreement  for  the 
pujKshase  of  the  stock,  or  the  prcuperties  through  the  stockj  in  the 
meantime  having  made  as  careful  and  full  an  examination  as  we 
could  in  regard  to  the  properties,  such  examination  having  com- 
menced almost  from  the  very  beginning  of  the  negotiations  or  the 
reauest  to  purchase. 

1  remember  that  Mr.  Gates  says  in  his  testimony  that  he  insisted 
that  die  board  of  directcccs  pass  a  resolution  that  the  minority  stock- 
holders should  have  the  right  to  turn  in  their  stock  at  the  same  price. 
He  may  have  insisted  upon  that  I  have  no  recollection  of  his  hav- 
ing done  so.  If  he  did,  it  would  seem  to  me  as  rather  forcing  us  to 
buy  stock  instead  of  forcing  them  to  sell  stock,  but,  be  that  as  it  may, 
the  original  m^norandum  of  agreement  provided  that  we  would  take 
the  minority  stock  at  the  same  price.  That  agreement  was  consum- 
mated before  Mr,  Gates  returned  from  abroad — ^before  he  landed 
in  this  country — and  so  I  am  inclined  to  think  that  he  is  mistaken 
about  that,  so  far  as  I  am  concerned. 

I  would  like  at  the  proper  time,  and  as  you  may  desire,  to  state 
to  you  some  of  the  values  of  these  properties  and  the  conditions  of 
this  company. 

Mr.  Littleton.  I  had  just  written  a  memorandum  to  ask  you  to 
give,  if  you  could,  the  condition  of  the  Tennessee  Coal  &  Iron  Cq., 
which  you  said,  in  some  part  of  your  testimony,  you  thought  might 
have  failed  in  a  certain  period  of  time. 

Mr.  Gart.  At  the  time  the  Tennessee  Co.  was  acquired  by  the 
United  States  Steel  Corporation  it  had  outstanding  notes  for  bor- 
rowed money,  then  past  due,  $300,000;  notes  for  borrowed  money, 
maturing  at  early  dates,  $1,^4,000;  accounts  payable,  a  large  part 
of  which  were  past  due,  $1,870,000;  accrued  pay  rolls,  $497,000; 
accrued  interest  and  taxes,  $666,000;  or  a  total  of  $4,167,000. 
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Mr.  Young.  That  was  all  due? 

Mr.  Gary.  Substantiallv  what  was  due,  between  $1,000,000  and 
$2,000,000  past  due,  over  $2,000,000.    I  have  given  the  exact  figures. 

Immediately  following  the  acquirement  of  a  majority  of  the  stock 
by  the  United  States  Steel  Corporation  the  Steel  Corporation  was 
called  upon  to  advance  cash  to  the  Tennessee  Co.  to  meet  the  pressing 
demands  of  its  creditors,  and  advances  were  made  as  follows  during 
the  months  of  November  and  December,  1907,  and  January,  1908: 
November  14  to  30,  $1,100,000 ;  December  9  to  81,  $850,000 ;  January  2 
to  29,  $850,000,  or  a  total  of  $2,800,000. 

Durinff  the  succeeding  three  months  an  additional  $2,118,000  was 
advanced. 

During  the  three  years  and  two  months  from  November  1, 1907,  to 
January  1,  1911,  the  period  during  which  the  United  States  Steel 
Corporation  has  controlled  the  Tennessee  Co.,  that  company  has 
earned  a  net  for  its  common  stock  of  $4,068,753,  equal  to  an  average 
of  4  per  cent  per  annum  on  its  common  stock  and  3.4  per  cent  on  the 
Steel  Corporation's  investment  in  the  stock.  On  this  entire  invest- 
ment as  represented  by  these  bonds  and  capital  obligations  and  stock 
its  net  during  the  above  period  shows  an  average  annual  earning  of 
4^  per  cent. 

Prior  to  the  purchase  by  the  United  States  Steel  Corporation  the 
net  return  which  the  company  earned  on  its  investment  during  the 
three  ]^ears  next  preceding  that  equaled  an  average  of  4.8  per  cent, 
and  this  in  the  face  of  the  tact  that  during  the  last  seven  years  upward 
of  $28,000,000  of  additional  capital  has  been  put  into  the  property  to 
develop  and  expand  it.  Of  this  total  approximately  one-half  has  been 
put  in  since  the  United  States  Steel  Corporation  acquired  control. 

Mr.  LriTLBTON.  One-half  of  $23,000,000? 

Mr.  Gary.  Yes,  sir. 

The  principal  product  of  finished  steel  of  the  Tennessee  Coal  & 
Iron  Co.  was  rails.  It  has  been  stated  here  by  somebody  that  the 
Tennessee  Coal  &  Iron  Co.  was  a  competitor  of  the  United  States 
Steel  Corporation  interests,  and  by  others  that  it  was  the  principal 
competitor. 

The  price  at  which  rails  were  sold  by  the  Tennessee  Coal  &  Iron 
Co.  during  the  year  1907  averaged  $28.76  per  ton.  The  cost  wfis 
$29.48  per  ton. 

Mr.  Littleton.  During  what  period? 

Mr.  Gaby.  For  the  year  1907.  In  other  words,  at  that  time  and  up 
to  that  time  the  cost  of  production  of  rails  was  more  than  the  selling 
price. 

Mr.  Littleton.  Was  that  true  of  1906, 1905,  and  1904  ? 

Mr.  Gart.  I  think  it  was  true  up  to  that  time  on  the  average.  I 
think  rails  was  the  only  thing  they  compete  with  us  in. 

Now,  they  did  make  some  money  in  the  manufacture  of  iron  and  in 
the  manufacture  and  sale  of  some  finished  steel  billets;  not  very 
much,  as  shown  by  the  net  returns. 

Mr.  Littleton.  Have  you  before  you,  so  you  can  submit  it  to  the 
committee,  the  same  detailed  statement  regarding  the  other  products 
of  the  Tennessee  Iron  &  Coal  Co.  ? 

Mr.  Gary.  Yes,  sir;  I  will  do  that  now. 

Its  selling  price  of  billets  was  $33.27,  and  the  cost  $24.67,  but  they 
only  sold  2,496  tons.    We  did  not  sell  any. 
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Mr.  Littleton.  In  1907  ? 

Mr.  Gaby.  Yes,  sir. 

Bars,  they  sold  seventeen  thousand  odd  tons ;  the  selling  price  was 
$37.97,  and  the  cost  $36.42.  Of  plates  they  sold  about  15,000  tons,  the 
selling  price  was  $40.08  on  the  average,  and  the  cost  $38.13.  Pig  iron, 
their  largest  production,  the  selling  price  was  $16.49,  and  the  cost 
$11.02.    That  was  a  boom  year  for  the  price  of  pig  iron. 

In  1907  the  United  States  Steel  Corporation  interests  produced 
56.1  per  cent  of  the  total  and  the  Tennessee  Coal  &  Iron  Co.  1  per 
cent  of  the  tot«l.  Of  rails,  the  United  States  Steel  Corporation 
interests  produced  48.1  per  cent  and  the  Tennessee  Coal  &  Iron  Co. 
4.1  per  cent.  That  shotvs  on  the  average  of  those  products  that  the 
Tennessee  Coal  &  Iron  Co.  at  that  time  produced  about  2  per  cent 
of  the  total  production  of  the  countrv,  whereas  the  United  States 
Steel  Corporation  interests  produced  about  66  per  cent.  At  the  time 
the  United  States  Steel  Corporation  was  formed  it  produced  about 
60  per  cent  of  the  total,  a  little  over  60  ijer  cent.  My  representation 
to  the  President  was  that  the  acquisition  of  this  steel-producing 
capacity  would  not  raise  our  percentage  above  60  per  cent,  about  the 
amount  of  the  percentage  at  the  time  the  United  States  Steel  Cor- 
Ix>ration  was  formed. 

Mr.  Yoxmo.  What  is  the  source  of  these  figures  which  you  have 
been  reading?    Where  do  thw  come  from?  * 

Mr.  Gary.  Largely  from  Mr.  Swank,  who  is  the  president  of  the 
American  Association,  whatever  it  is  called,  and  whose  books,  writ- 
ings, and  figures  have  been  received  by  everyone  as  accurate  and  re- 
liable for  a  great  many  years  and  concerning  which  there  is  not  and 
never  has  b^n  any  doubt  whatever. 

Mr.  LnTLETON.  I  suppose  similar  figures  for  the  previous  years 
could  be  furnished? 

Mr.  Gart.  Yes,  sir. 

Mr.  LnTLETON.  The  same  as  these? 

Mr.  Gary.  Yes,  sir.  I  presume,  without  looking  it  up,  that  this  is 
about  their  largest  production. 

Mr.  Young.  Could  you  give  the  cost  for  the  previous  years? 

Mr.  Gary.  I  presume  so.  I  have  no  doubt  this  was  their  best  year, 
because  it  was  a  boom  year,  and  there  was  every  reason  why  the  cost 
should  be  the  lowest  at  that  time.  We  will  endeavor  to  get  those 
figures,  and  I  believe  we  can. 

Mr.  Young.  Where  did  you  get  the  cost? 

Mr.  Gary.  From  their  books  which  came  into  our  possession.  We 
knew  we  bought  that  property,  as  I  said  to  Mr.  Ledyard  and  Mr. 
Topping,  the  president  of  the  company,  before  we  closed,  that  this 
was  a  bad  proposition,  that  we  could  not  think  of  buying  this  stock 
at  the  price  named  or  anything  like  it  on  the  merits,  and  that  if  we 
were  going  to  invest  that  money  we  could  invest  it  at  any  of  our 
locations  or  mills  with  the  certamty  of  very  much  larger  profit.  I 
expressly  called  attention  to  the  fact  that  they  were  making  rails  at 
a  loss. 

A  good  deal  has  been  said  abut  their  making  open-hearth  rails,  and 
it  was  suggested  here  by  another  gentleman — I  mention  names,  per- 
haps, more  than  I  ought  to — that  we  wanted  to  get  possession  of  this 
company  because  they  were  making  open-heartn  rails  and  that  we 
could  not  make  those  rails,  and  they  were  coming  into  use,  and  Mr. 
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Harriman  had  put,  I  think  he  said,  150,000  tons  under  contract  I 
believe  some  one  said  before  the  other  committee,  the  Judiciary  Com- 
mittee of  the  Senate,  that  there  w^  a  contract  for  50,000  tons.  I  am 
sorry  to  say  that  there  was  a  contract  made,  and  we,  having  suc- 
ceeded to  tne  rights  and  obligati^^  of  the  Tennessee  Coal  &  Iron 
Co.^  had  a  great  deal  of  difficmtv  in  making  good  the  defective  rails 
which  were  furnished  under  me  old  regmie.  We  improved  and 
changed  the  practice  very  materially  at  the  mills.  We  were  making 
open-nearth  rails  at  another  place  at  that  time.  It  was  a  question 
then  and  is  a  question  still  whether  open*hearth  rails  are  better  than 
the  Bessemer  rails.  It  depends  upon  circumstances,  it  depends  upon 
the  quality  of  the  ore,  and  upon  the  practice  in  manufacture.  Of 
course,  if  there  is  nothing  but  high  phosphorus  ore,  there  must  be 
some  way  of  eliminatmg  that  pigh  phoaphorus,  and  that  is  done  in  the 
oi)en-hearth  plant.  '\^  were  building  this  plant  at  Gary,  this  rail 
mill  which  has  since  been  completed  and  which  is  the  &iest  rail  mill, 
perhaps,  in  the  world.  The  steel  tJiere  is  all  open-hearth  steel  and 
the  capacity  is  very  large.  A  part  of  our  ores  we  have  to  utilize 
in  the  open-hearth  furnaces,  and  other  parts  of  our  poorest  Bes- 
semer ores  we  utilize  by  the  Bessemer  process. 

Now,  the  value  of  properties,  as  I  have  said,  depends  upon  a  great 
many  things,  includmg  largely  the  locality  of  a  plant ;  and  it  also 
depends,  as  I  have  said,  upon  tne  cost  of  assembling,  upon  the  cost  of 
manufacture,  and  the  cost  of  deliverer  to  the  market.  Taking  the 
latter  proposition  first,  there  was  and  is  a  comparatively  small  mar- 
ket for  the  Teimessee  Coal  &  Ixon  Co.,  and  while  there  is  a  largie  body 
of  inferior  ore,  yet  there  is  no  large  market  for  steel  or  for  iron,  for 
that  matter,  and  these  ores  can  not  be  utilized  for  the  present  and 
probablv  not  for  a  long  time  in  the  future,  and  while  evenbially  these 
ores  will  have  greater  or  less  value  more  than  now,  at  the  present 
time  it  is  cheaper  to  buv  ores,  very  much  cheaper  to  buy  ores,  in  the 
Lake  Superior  region  than  to  buy  these  Tennessee  Coal  &  Iron  ores 
at  the  price  that  we  are  supposed  to  pay  for  t^em. 

You  see,  in  the  first  place,  the  iron  ore  bein^  so  low  in  metallic 
contents  it  is  very  expensive  to  smelt  that  we;  it  takes  a  neat  deal 
more  ore  to  make  a  ton  of  iron  and  it  costs  a  great  deal  more  to 
eliminate  that  part  of  the  ore  which  is  not  iron,  and  still  it  is  true 
that  because  the  ore  and  coal  and  stone  are  near  each  other  we  can 
manufacture  pretty  cheap  iron  of  this  kind  of  ore.  Yet  there  is  no 
market  for  it,  and  if  we  have  to  go  beyond  the  immediate  market  and 
come  into  competition  with  iron  which  is  made  with  the  northern  ores 
we  could  not  afford  to  sell  it 

Mr.  LiTTUSTON.  You  state  in  the  report  of  your  company  for  1907 : 

In  Nov:eiQber,  1S07,  the  corpcMratioa  aoQuU*ed  a  majority  of  tbe  conunon  stock 
of  the  TeimeBsee  Coal,  Iron  &  Railroad  Co.,  as  is  oet  forth  in  detaU  on  page  26 
of  this  report.  The  purchase  was  made  during  the  financial  panic  of  October, 
1007.  The  parties  owning  or  controlling  a  majority  of  the  Tennessee  Go.'a 
stock  offered  the  same  to  the  cori)oration  on  terms  which  were  satisftictory, 
both  as  to  price  and  manner  of  payment  The  purchase  of  tbe  property  promtaes 
benefit  to  the  Corporation  and  also  aided  promptly  and  materiaUy  in  reUevlng 
the  financial  stress  at  the  time  existing.  The  Tennessee  proper^  is  very 
valuable.  Its  mineral  resources  are  large.  The  location  of  the  iron  ore  and 
coal  deposits  in  the  immediate  proximity  of  the  manufacturing  plants  enables 
the  production  of  iron  at  reasonable  cost.  It  is  believed  the  Unes  of  business  of 
the  Tennessee  Cn.  can  be  materially  extended.  During  the  laBt  two  y«ars 
about  $G,250,000  were  expended  in  rehabilitating,  modernizing,  and  enla]:;glng 
the  furnaces  and  steel  plant.    Additional  expenditures  of  considerable  magnl- 
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tude  in  1908  are  ccoitemidated  to  complete  the  plans  for  improvements,  wliicli 
were  under  way  when  tiie  corporation  acquired  tbe  property.  It  is  believed 
tiiat  when  ttieae  imiMPOvements  and  extensions  shall  have  been  completed  and 
tike  operating  management  perfected  the  business  of  the  company  will  be 
profitable. 

You  still  adhere  to  that  statement  ? 

Mr.  Gary.  That  is  a  true  statement  the  chairman  made  to  the 
board  of  directors,  as  favorable  as  I  could  honestly  make  it — ^a  state- 
ment made  with  the  experience  up  to  that  time.  I  do  not  know  that 
I  would  materially  modify  that  now,  although  I  have  not  quite  as 
£Ood  an  opinion  as  I  probably  then  had.  1  still  believe,  however, 
that  in  time  we  will  make  that  property  valuable  and  we  will  come 
out  whole.  We  never  can  pcKsusibly  come  out  with  the  same  degree  of 
success  that  we  would  have  if  we  had  invested  the  same  amount  of 
money  elsewhere,  nor  anything  like  it,  but  still  it  will  be  in  time — 
with  our  additional  investments  and  with  our  organization  and  man- 
agement— valuable,  and  I  believe  we  will  make  it  pay  a  fair  interest, 
not  a  large  interest,  but  a  fair  interest  on  our  investment;  nothifig 
more. 

Mr.  Littleton.  In  your  report  it  is  given  as  $50,000^000  value  t 

Mr.  Gaby.  $33,000,000  or  $84,000,0Q0  stock  and  $14,000,000  or  $15,- 
000,000  bonds. 

Mr.  LiTSLBTON.  I  will  make  this  dear.  You  state  in  your  testi- 
mcMiy,  which  has  been  ahready  called  attention  to  in  speakiBg  of  the 
article  by  Frank  A.  Munsey : 

lariB  Is  .tbe  result  of  aa  independent  examination  by  Mr.  Munaey  eoneeniing 
tbe  raliie  of  our  propeHlei.  He  gives  tbe  properties  in  detail  and  his  valna- 
tioo*  andf  if  anytbing,  I  would  say  tbat  it  is  a  little  too  bigb,  but  it  is  not  very 
mucb  too  high,  and  certainly  properties  could  not  be  reproduced  for  anything 
Hfce  that;  In  fact.  It  would  be  impossible  to  reproduce  them  at  any  price,  per- 
bapB,  flpme  of  fkem, 

Mr.  Gary.  Then  he  puts  in  the  valuation  on  the  Tennessee  Coal  & 
Iron  Co.  that  he  thinks.    I  did  not  intend  to 

Mr.  Littleton  (interposing).  I  want  to  give  you  an  opportunity 
to  correct  that,  if  wrong. 

Prank  A.  Munsey,  in  an  article  in  Munsej^'s  Magazine  for  June, 
1908,  who  stated  that  the  inventory  was  compiled  through  the  court- 
esy and  with  the  assistance  of  the  Steel  Corporation,  said : 

Tbe  T^uiesaoe. Coal  &  Iron  Co.  is  entered  as  a  separate  item  in  tbis  inventory. 
Its  ore  and  coal  and  mills  and  furnaces  and  otber  properties  are  not  included 
in  tbe  otli^  classifications.  This  company  is  put  in  at  an  estimated  value  of 
|00(00(XOOO»  wHlch  Is  somewlMit  more  tban  tbe  Steel  Corporation  paid  for  it, 
but  porobably  a  mu^  aoiaUer  smn  tban  it  is  worth  to  the  Steel  Corporation. 
Its  chief  valne  lifis  in  its  eoal  and  ore  prepertle&  Its  ore  is  estimated  at 
700,000,000  tons.  It  is  not  as  high-grade  ore  as  the  northern  ore,  but  assuming 
tliat  It  is  worth  15  cents  per  ton,  it  alone  would  amount  to  $105,000,000. 

We  are  now  getting  up  where  it  is  dizzy. 

ftB  oMd  to  estimated  at  about  l,000,00O,0iK)  tons  vabich,  at  10  cents  a  ton, 
would  be  $100,000»000.  From  the  fact  that  the  known  supply  of  ore  in  the 
country  is  limited,  it  may  be  worth  two  or  three  times  this  price.  There  is 
no  way  of  telling  just  what  it  Is  worth.  But  as  a  guide  to  the  value  of  ores, 
we  BMiy  take  the  price  fixed  upon  for  the  Great  Northern  ores  between 
JaBKS  J.  HiU  and  the  Steel  Corporation.  The  Great  Northern  Railroad  and 
the  Northern  Pacific  had  vast  holdings  of  iron  ore  in  the  Mleeba  range,  and  after 
many  months  of  negotiations  the  Steel  Corporation  entered  into  a  contract 
a  year  ago  to  take  all  this  ore  at  a  certain  price  per  ton,  the  price  to  be 
advanced  each  year  over  the  preceding  year  3.4  cents.    The  first  year's  price. 
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which  covered  the  year  1907,  was  86  cents  a  ton.  This  year  it  is  88.4  cents  a 
ton.  On  this  basis  the  price  will  soon  be  over  a  dollar  a  ton,  and  the  average 
cost  for  the  entire  supply  will  be  considerably  in  excess  of  that  figure.  And 
this  ore  is  supposed  to  be  of  a  lower  grade,  as  a  whole,  than  the  ore  owned 
by  the  United  States  Steel  Corporation  which  in  this  inventory  has  been 
conservatively — ultraconservatively — figured  at  60  cents  a  ton.  If  the  Hill  ore 
is  worth  over  a  dollar  a  ton,  the  ore  of  the  Steel  Corporation  is  worth  quite  as 
much,  and  even  more,  as  it  is  of  a  better  grade.  And  these  prices  of  this 
Northern  Pacific  ore  have  an  important  bearing  on  the  ore  properties  of  the 
Tennessee  Coal  &  Iron  Co.  I  should  think  that  Mr.  Charles  M.  Schawb  is  as 
good  an  authority  as  there  is  in  the  world  on  the  value  of  iron  ore.  He  said 
to  me  two  or  three  days  ago  that  the  ore  holdings  of  the  Steel  Crporation  were 
easily  worth  a  dollar  a  ton  and,  in  fact,  might  safely  and  conservatively  be 
regarded  as  worth  still  more,  for  the  reason  that  they  can  not  be.  duplicated. 

Mr.  Gary.  That  shows  you  how  easy  it  is  to  get  rich  on  paper. 
I  never  intended  to  indorse  nor  did  indorse  that  statement.  I  did 
not  refer  to  the  Tennessee  properties  at  all.  I  referred  to  his  figures, 
which,  as  I  remember,  placed  the  value  of  our  properties,  exclusive 
.  of  the  Tennessee  Coal  &  Iron  Co.,  at  considerably  more  than  the  total 
capitalization  of  the  company.  I  do  not  remember  the  figures,  al- 
though I  thought  in  some  respects  his  figures  were  a  little  high,  as 
I  believe  I  said. 

In  my  opinion,  and  without  any  doubt  on  my  part,  we  paid  a 
good,  big  price  for  the  Tennessee  Coal  &  Iron  properties.  We  would 
not  have  considered  the  purchase  of*  those  properties  at  anything  like 
the  price  which  was  paid  except  for  the  financial  conditions  which 
obtamed  at  that  time. 

The  chairman  asked  me  a  question  which  I  think  I  would  like  to 
answer,  and  I  believe  it  is  pertinent.  He  asked  me  if  we  would  be 
willing  to  part  with  these  properties  at  the  present  time  for  what 
they  have  cost  us  up  to  date.  In  the  first  place  I  have  no  idea  that 
we  could  secure  any  such  offer  from  anybcKly.  That  is  my  opinion. 
I  do  not  know.  But  if  that  question  came  up  I  think  the  first  thing 
to  consider  on  our  part  would  be  whether  we  could  dispose  of  those 
properties  in  justice  to  other  people  who  were  interestea  in  the  suc- 
cess of  this  company.  We  have  assumed  certain  obligations  there. 
We  have  investea  a  large  sum  of  money.  We  are  now  increasing  our 
expenditures  at  that  point,  with  the  hope  of  realizing  some  fair  per- 
centage on  our  total  mvestment.  We  have  increased  the  number  of 
employees  very  materially.  We  have  represented  in  one  way^  or 
another  to  the  citizens  of  the  locality  that  it  is  our  intention  to  im- 
prove and  extend  this  plant  and  make  it  successful.  Large  numbers 
of  people  have  invested  in  real  estate  and  improvements  of  various 
kinds  m  the  locality  on  the  strength  of  our  having  taken  over  this 
property  and  made  these  extensions,  and  I  do  not  think  we  have  a 
right  to  consider  the  question  which  you  ask  regardless  of  the  obliga- 
tions which  we  have  morally  assumed  in  that  respect.  You  may  say 
that  that  is  not  very  good  business,  but  it  is  about  the  way  we  act, 
and  I  believe  it  is  good  business.  In  other  words,  I  do  not  think  you 
can  for  permanent  success  very  far  separate  legal  and  moral  obhga- 
tions.  I  firmly  believe  in  that.  You  may  for  a  day  or  a  year,  but 
for  permanent  success  in  the  management  of  a  large  corporation, 
certainly,  I  believe  a  company  should  all  the  time  consider  moral 
obligations  as  well  as  legal  obligations. 

The  Chairman.  This  property,  as  I  understand  this.  Judge  Gary, 
has  been  benevolently  assimilated! 
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Mr.  Gart.  No;  I  do  not  say  that.  I  belieive  that  at  the  time  we 
made  this  purchase  if  we  had  reached  the  conclusion  that  we  never 
oouJd  get  out  whole  we  would  have  doubted  our  right  as  the  managers 
of  the  corporation  and  as  representing  the  stockholders  to  make  the 
purchase.  We  did  hope  and  rather  expected  that  by  the  expenditure 
of  large  sums  of  money  we  would  eventually  get  out  whole,  and  it  is 
not  at  all  certain  that  we  will  not  some  time  get  out  a  good  deal  more 
than  whole.  I  do  not  know  that  we  will  not,  and  I  certainly  hope 
we  wilL 

Mr.  Babtleit.  At  the  time  you  bought  the  property,  in  1907, 
under  the  circumstances  and  conditions  you  say  you  did,  and  so  forth, 
you  knew  then  that  it  would  take  you  some  time  to  get  out  whole, 
paying  the  price  you  did,  did  you  not?    And  you  expected  that? 

Mr.  Gaby.  Yes ;  we  expected  it. 

The  Chaibman.  As  I  understand,  the  property  at  this  time  is  not 
for  sale? 

Mr.  Gaby.  I  think  I  answered  that  question  fully.  We  would  want 
to  consider  that  seriously. 

The  Chaibmak.  I  want  to  assure  you  that  I  have  no  personal  inter- 
est in  asking  the  question. 

Mr.  Gaby.  You  halve  no  purchaser,  I  understand. 

The  Chaibman.  If  you  had  offered  to  sell  it  at  that  price,  I  would 
not  have  taken  it  off  your  hands. 

Mr.  LriTLiETON.  Let  me  ask  you  my  last  question  on  this  hearing. 
I  want  to  ask  if  vou  have  in  mind  any  valuation  per  ton  of  this  ore 
which  is  said  to  be  between  five  hundred  and  seven  hundred  million 
tons? 

Mr.  Gaby,  No,  sir. 

Mr.  LiTTLBTON.  Is  there  anybody  that  has  ? 

Mr.  Gaby.  Nobody.  I  know  of  nobody  who  could  have  a  good 
opinion  on  that.  It  depends  so  much  on  when  the  ore  can  be  used. 
You  might  carry  it  to  a  point  which  would  make  the  use — ^the  owner- 
ship and  use — of  this  ore  almost  prohibitive. 

Mr.  LiTTLBTON.  When  you  capitalize,  for  instance,  a  company  like 
the  one  owning  the  Mesabi  mme — this  is  distinctly  for  informa- 
tion— do  you  not  make  a  part  of  your  capitalization  a  sort  of  a 
geological  guess,  anyhow,  as  to  how  much  ore  there  is  in  the  earth, 
and  then  put  some  value  on  it? 

Mr.  Gaby.  We  can  do  that  in  the  northern  district.  We  can  not  do 
it  here.  You  see  we  are  taking  out  now,  in  round  numbers,  25,000,000 
tons  from  the  northern  district,  and  we  know  what  that  market  is, 
and  we  know  it  is  improving  very  fast.  The  western  and  north- 
western market  is  increasing  very  rapidly. 

Mr.  Littleton.  Can  vou  estimate  the  ore  tonnage,  or  the  value  of 
a  ton  of  ore,  or  the  numbers  of  tons  of  ore  in  the  northern  regions? 

Mr.  Gaby.  I  think  we  can  make  an  approximate  estimate. 

Mr.  I^iTiTLBTON.  Would  you  risk  the  chance  of  putting  any  value 
on  the  tonnage  of  this  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gaby.  No.  No  ;  I  would  not.  I  would  not.  There  is  a  ^eat 
deal  down  there,  you  know,  that  we  have  not  got  to.  As  I  said,  I 
believe  there  are  thousands  of  acres  of  this  ore  which  can  be  bought 
at  the  present  time  at  a  very  small  price  per  acre. 

Mr.  BABTI.BTT.  But,  Judge  Gary,  you  did.  You  have  in  your  testi- 
mony given  an  estimate  of  the  number  of  tons. 
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Mr.  Gary.  Tons  t  I  have  not  been  asked  for  the  tons.  That  was 
Mr.  Littleton's  questioii. 

Mr.  LrmiETON.  The  value  of  the  terns. 

Mr.  Gary.  The  value ;  yes.  I  have  made  an  estimate  of  the  num- 
ber of  tons,  but  I  can  not  tell  how  mach  of  it  is  usable.  I  would 
not  be  at  all  surprised  if  we  have  six  or  seven  hundred  million  tons 
of  ore  of  all  kinds;  but  they  have  always  taken  off  the  top  of  the  ore 
and  left  the  bottom  of  it,  and  are  still  doing  it.  How  much  of  the  ore 
is  usable  at  the  present  time  I  can  not  say,  but  I  believe  not  more  than 
200,000,000  tons — but  it  would  take  a  good  while  to  use  that 

Mr.  Young.  Judge  Gary,  before  we  close,  there  was  one  matter 
which,  perhaps,  is  obvious  enough,  but  it  has  been  referred  to  in 
former  testimony,  and  I  do  not  think  it  has  been  cleared  up  in  words. 
In  the  purchase  of  the  Tennessee  Coal  &  Iron  Co.  you  merely  ex- 
changed securities  of  the  United  States  Steel  Co.  for  the  securities  of 
the  Tennessee  Coal  &  Iron  Co.,  and  it  has  not  been  explained  directly 
in  words  why  this  mere  exchange  of  securities  relieved  the  situation 
in  ISTew  York;  and  as  that  was  the  subject  of  criticism  in  some  former 
testimony,  I  would  like  to  call  your  attention  to  it. 

Mr.  Gary.  For  two  reasons :  First,  the  bonds  which  we  exchanged 
were  salable  in  the  market,  and  as  a  matter  of  fact  these  gentlemen 
who  acquired  bonds,  including,  as  I  believe,  many  members  of  this 
svndicate,  did  actually  sell  their  bonds  on  the  market  and  let  all 
the  minority  stock-  come  in.  They  were  under  no  obligations  to  turn 
in  their  stock,  but  they  were  only  too  glad  to  turn  in  ttieir  stodc  and 
get  bonds.  In  the  next  place  these  bonds  were  available  as  collateral 
security  for  loans  at  the  bank,  and  many  of  them  were  so  used.  Any 
bank  would  receive  them,  so  they  were  just  as  good  as  cash. 

Mr.  Young.  Were  the  securities  of  the  Tennessee  Coal  &  Iron  Co. 
salable,  and  could  they  be  used  with  the  same  facility -as  security? 

Mr.  Gary.  They  were  not.  They  were  not  salable  and  they  were 
not  good  collateral  security ;  and  Mr.  Schley  states,  I  am  sure,  in  his 
testimony  before  the  committee  of  the  Senate,  that  the  banks  were 
insisting  that  he  take  them  up,  and  that  they  were  thrown  out  all 
the  time,  and  were  being  thrown  out,  and  something  had  to  be  done — 
and  that  was  the  fact.  I  feel  very  certain  that  if  that  stock  had  been 
put  on  the  market  we  could  have  purchased  it  at  almost  any  price — 
certainly  way  below  65 ;  and  I  am  equally  certain  that  if  we  had  not 
made  this  purchase  the  Tennessee  Coal  &  Iron  Co.  would  have  been 
in  bankruptcy  within  a  very  short  time.  The  subscribers  of  the  new 
stock  which  had  been  issued  had  been  called  upon  for  payments  which 
they  were  making  on  the  stock  and  which  had  not  been  paid  up,  and 
we  had  to  pay  up  many  of  those  after  we  purchased  the  stock— diat 
is,  pay  it  into  the  treasury. 

Mr.  Littleton.  It  is  very  evident  that  we  can  not  conclude  entirely 
with  the  contribution  you  can  make  to  the  hearing  to-day,  and  I 
shall  not  pursue  the  examination  further  at  this  time. 

Mr.  LiNDABURY.  You  will  wish  Judge  Gary  to  come  back  Wednes- 
day? 

Mr.  LriTLETON.  Yes. 

Mr.  Gary.  Was  it_proposed  to  adjourn  until  Wednesday  f 

The  Chairman. 


(The  committee  thereupon  adjourned  until  Wednesday,  June  7^ 
1911,  at  10.30  o'clock  a.  m.) 
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The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chainnan) 
presiding. 
The  C^AiBMAN.  The  committee  will  resume  its  sessions. 

STATEMEHT  OF  MS.  ELBEBT  H.   GABT— Contiimed. 

The  Chairman.  Judge  Gary,  I  saw  in  the  WaU  Street  Journal  of 
June  6, 1911,  and  also  in  the  papers  published  in  Washington  yesterday 
a  statement  that — 

After  negotiations  lasting  several  years,  the  United  States  Steel  Corporation  has 
bought  17,000  acres  of  coal  lands  from  the  Pittsburg  Goal  Co.,  and  the  Monon^BJiela. 
River  Consolidated  Coal  &  Coke  Co.,  a  subsidiary.  The  purchase  price  was  about 
f  18,000.000.  The  property  bought  from  the  Monongahela  Co.  comprised  about  10,000 
acres  of  undeveloped  property  which  will  probably  be  taken  over  by  the  Oimegie 
Steel  Co. J  while  the  U.  C.  Frick  Coke  Co.  will  take  the  other  lands  which  are 
situated  m  the  ConneUsville  district.  The  growing  scarcity  of  good  coal  lands 
in  the  Pittsburg  district  is  given  as  the  reason  for  the  purchase. 

The  sale  will  reduce  the  mortgage  indebtedness  of  the  Pittsburg  Coal  Oo.  to 
$10,000,000,  as  it  will  permit  the  liquidation  of  about  $9,500,000  Pittsburg  Coal  Co. 
bonds  at  the  quoted  price  of  110  and  interest.  The  company  will  save  $500,000 
annually  in  interest  cnarges,  at  the  same  time  putting  5  cents  on  each  ton  of  c(Md 
mined  into  the  sinking  fimd,  so  that  it  should  be  rid  of  its  bonded  debt  in  about  9 
years^tc. 

E.  H.  Gary,  chairman  of  the  United  States  Steel  Corporation,  confirms  the  purchase 
of  coal  lands  from  the  Pittsburg  Coal  Co.  and  the  Monongahela  River  Consolidated 
Coal  &  Coke  Co.    Regarding  the  purchase,  Chairman  Gary  said: 

''We  have  agreed  to  purchase  about  17,000  acres  of  coking  coal  on  about  35  years' 
time  of  payment,  at  5  per  cent.    The  papers  have  not  yet  been  signed." 

Is  that  a  correct  statement  1 

Mr.  Gabt.  The  statement  purporting  to  have  been  made  by  me 
was  made  by  me.  I  do  not  know  that  I  could  indorse  all  of  the 
article  you  have  read.  We  have  not  been  negotiating  for  this  prop- 
erty a  great  many  years.  It  is  true  the  Pittsburg  Coal  Co.  has, 
from  time  to  time,  offered  us  parcels  of  property,  and  people  con- 
nected with  the  company  have  at  different  times,  through  various 
channels,  offered  us  the  whole  property.  We  have  never  given 
serious  consideration  to  the  purchase  of  the  whole  property.  During 
the  last  few  months  representatives  of  the  Pittsburg  Coal  Co.  have 
offered  us  various  parcels  of  land,  and  finally,  on  the  recommenda- 
tion of  our  local  representative,  and  after  a  good  deal  of  considera- 
tion with  reference  to  our  necessities  in  that  district,  we  have  pur- 
chased about  17,000  acres  of  cokiag  coal.    We  are  short  of  coking 
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coal  in  that  district.     We  feel  that  we  need  this  particular  coal.    We 
have  not  signed  thepapers,  but  have  agreed  to  the  purchase. 

The  Chairman.  How  many  thousand  acres  of  coking  coal  are 
there  in  that  region  t 

Mr.  Gaby.  It  would  be  very  difficult  to  answer  that  question. 

The  Chairman.  Approximately  about  60,000  acres,  are  there  not  1 

Mr.  Gary.  In  the  wnole  district  ? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  If  you  refer  to  the  Connellsville  district,  I  should  think 
at  the  present  tune  there  may  be  about  75,000  or  80,000  acres  of 
ConnellsTille  coal,  so  called. 

The  Chairman.  I  beg  pardon.  The  United  States  Steel  Corpora- 
tion has  about  60,000  acres  there  now  ? 

Mr.  Gary.  Of  the  Connellsville  coal  ? 

The  Chairman.  The  coal  in  that  region,  around  Pittsburg. 

Mr.  Gary.  Yes,  su*;  but  having  Connellsville  coal  and  having  coal 
in  that  region  are  two  different  propositions.  The  Connellsville  coal, 
strictly  speaking,  is  a  comparatively  small  acreage.  It  is  a  part, 
however,  of  what  is  called  the  Pittsburg  vein.  The  coal  in  that 
particular  locality  is  the  best  part  of  the  Pittsburg  vein,  that  is,  in 
some  respects  at  least.  It  is  considered  to  be  rather  better  than  the 
average.  In  the  Pittsburg  vein  there  is  a  very  large  acreage,  a  very 
large  quantity  of  coal.  I  do  not  know  how  many  thousands  or  hun- 
dreds of  thousands  of  acres  or  how  much  in  Quantity  there  is,  but 
certainly  a  very  large  quantity.  Of  course,  tne  particular  locality 
of  the  coal  with  reference  to  its  distance  from  the  rumaces  adds  very 
materially  to  its  value.  This  coal  which  we  have  purchased  is  not 
far  away  from  our  furnaces,  and  its  cost  of  transportation  would  not 
be  as  large  as  much  of  the  coal  in  the  Pittsbui^  vein. 

The  C&AiRMAN.  How  much  of  the  Connellsville  coal  have  you  I 
That  is  the  best  coking  coal  in  the  world. 

Mr.  Gary.  I  think  we  have  left  in  the  neighborhood  of  40,000 
acres. 

The  Chairman.  That  is  practically  all  the  Connellsville  coal  that 
is  left! 

Mr.  Gary.  No,  sir;  a  good  deal  lees  than 

The  Chairman.  How  much  t 

Mr.  Gary.  I  can  not  answer  that  question  except  in  the  way  I 
have,  in  a  general  way.  It  is  the  largest  part  of  what  is  strictly 
Connellsville  coal,  as  originally  classified.  As  a  matter  of  fact. 
Connellsville  coal  now  is  very  much  larger  in  area  than  it  was  supposed 
to  be  some  years  ago. 

The  Chairman.  There  is  one  county  which  has  a  good  deal  that  is 
not  reached  by  railroad  f 

Mr.  Gary.  I  think  there  is  Sr  eood  deal  not  reached  by  railroad. 

The  Chairman.  Of  the  best  coking  coal,  either  Connellsville  or  that 
like  it  in  carbon  and  other  qualities  that  make  a  superior  coking  coal, 
you  have  about  53,000  acres? 

Mr.  Gary.  I  think  we  have  not  of  what  was  originally  called  Con- 
nellsville coal,  but  what  we  now  call  Connellsville  coal ;  yes,  sir. 
I  The  Chairman.  There  is  left  of  coal  of  that  character  now  for  out- 

side control  or  ownership  by  the  United  States  Steel  Corporation 
I  about  45,000  acres  f 
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Mr.  Gaby.  That  may  be  so.     I  certainly  could  not  dispute  that. 

The  Chairman.  And  if  this  deal  is  consummated  you  will  have 
70,000  acres,  leaving  28,000  acres  ? 

Mr.  Gaby.  These  17,000  acres  ^ere  not  in  the  Connellsville  district. 

The  Chaibman.  Is  that  the  same  character  of  coal  t 

Mr.  Gaby.  More  or  less;  it  is  good  coking  coal.  I  have  no  doubt 
that  there  are  milUons  and  hundreds  of  millions  of  acres  of  good  ook- 
ing  coal  in  the  United  States  that  has  never  yet  been  even  tested. 
We  have  other  coking-coal  holdings  as  others  have.  We  have  under 
lease  a  large  acreage  m  the  Pocahontas  field  in  West  Virginia. 

The  Chaibman.  Fifty  thousand  acres  under  some  understanding 
with  the  Pocahontas  Co.? 

Mr.  Gaby.  I  would  hardly  characterize  it  as  an  understanding,  a 
10-cent  royalty  lease.  There  is  an  immense  quantity  outside  of  our 
lease.  Then  \fe  have  shown  to  a  demonstration  that  w©  can  coke 
Illinois  coal,  and  vre  are  using  quite  a  substantial  percentage  of  that  in 
mixture.  We  have  there,  Ithink,  40,000  or  50,000  acres,  and  there 
are  hundreds  of  thousands  of  acres  that  will  all  come  in  under  the  new 
process  of  making  coke. 

The  Chaibman  What  percentage  of  the  Pocahontas  coal  or  similar 
coal  do  you  have  to  use  in  connection  with  the  coal  from  the  south^-n 
field  of  Illinois  ? 

Mr.  Gary.  That  is  still  problematical.  We  are  u^^  at  present.  I 
think,  about  20  or  25  per  cent  of  the  Illinois  coal  mixed  with  tne 
ConnellsviUe  coal,  but  we  have  made  coke  with  a  verv  much  larger 
percentage  of  Illinois  coal,  and  I  think  that  we  shall  oe  able  witnin 
the  next  year  or  two  years  to  make  coke  from  the  Illinois  coal  alone, 
and  if  so,  as  you  see,  we  have  an  immense  body  of  it. 

The  Chairman.  Is  there  a  coal  company  in  that  r^on  called  the 
Hostetter  Coal  Co.  t 

Mr.  Gary.  The  Hostetter-Connellsville  Coal  Co.,  whatever  tiie 
tecdmical  name  maybe. 

The  Chaibican.  What  was  its  acreage,  approximately  t 

Mr.  Gary.  Z  could  not  answer  that  offhand;  I  am  not  <iuite  MTe. 
Our  reports  give  the  exact  figures. 

The  Chairman.  Have  you  any  idea  ? 

Mr.  Gary.  I  have  not,  from  recollection;  I  can  not  state. 

The  Chairman.  How  long  after  the  assimilation  of  the  T^MBflsee 
Ooid  &  Iron  Co.  was  it  that  you  aibsorbed  the  Hostettetr  Co.  I 

Mr.  Gary.  W8  have  never  absorbed  it.  We  purchased  an  inter- 
est in  it,  and  I  have  forgotten  just  what  it  was.  But  I  am  suro  the 
facts  have  been  pubbshra. 

The  Chairman.  Is  that  a  controlling  interest  t 

Mr.  Gary.  I  think  it  is;  I  am  not  sure. 

The  Chairman.  How  long  after  the  Tennessee  Coal  &  Irdn  deal 
WBs  it  that  you  acquired  the  controlling  interest  in  the  Hostetter  Go.  f 

Mr.  Gary.  I  can  not  say,  but  that  has  been  published. 

The  Chairman.  It  was  a  short  time  afterwards  ? 

Mr.  Gary.  I  can  not  answer  that.  The  H.  C.  Frick  Coke  Go. 
owned,  I  think,  at  least  one-half  interest  in  the  Hostetter  Co.  long 
before  the  United  States  Steel  Corporation  was  formed.  Since  tikat 
time  we  have  added  to  our  percentage.  I  have  forgotten  the  date 
or  the  amount;  but,  as  I  say,  the  figures  have  been  published. 
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The  Chairman.  Geoi^e  L.  Whitnej-,  now  of  New  York,  of  the  firm 
of  Whitney,  Stephenson  &  Co.,  owned  the  control  of  the  Hostetter 
Coke  Co.  prior  to  its  absorption,  did  he  not  ? 

Mr.  Gary.  I  do  not  think  he  owned  the  control;  he  had  an  interest. 

The  Chairman.  Prior  to  the  panic,  do  you  know  what  the  stock 
of  the  company  was  selling  at  ? 

Mr.  Gary.  No,  sir;  I  do  not  know.  I  doubt  if  there  was  much 
stock  on  the  market. 

The  Chairman.  I  do  not  think  the  stocks  were  quoted,  but  they 
would  bring  about  $1,000,  approximately? 

Mr.  Gary.  I  do  not  know;  I  have  no  idea.  Mr.  Whitney,  you 
will  perhaps  remember,  commenced  some  suit  with  reference  to  that, 
and  I  beheve  the  merits  were  determined  by  the  court  and  all  Uie 
facts  were  disclosed  in  that  suit. 

The  Chaibman.  Unfortunately,  Judge,  I  can  not  testify  to  those 
facts,  and  that  is  the  reason  I  am  asking  these  questions. 

Mr.  Gary.  I  am  not  trying  to  evade  your  questions. 

The  Chairman.  I  know  you  are  not.  I  am  asking  a  great  many 
questions  that  are  matters  of  common  notoriety,  but  it  is  hard  to 
teU  things  from  any  newspaper  or  magazine,  and  in  order  to  get  at 
the  facts  from  an  authoritative  source  1  have  to  ask  you  about  a  good 
many  things  that  are  of  common  knowledge. 

Mr.  Gary.  When  I  know  the  facts,  I  wul  try  to  give  them  to  you, 
and  when  I  do  not,  I  will  try  to  show  you  where  to  get  them. 

The  Chairman.  I  appreciate  your  goodness  in  that  respect. 

In  the  panic  of  1907  Mr.  Wnitney  became  embarrassed  and  he 
borrowed  quito  a  lot  of  money  for  the  development  of  this  concern 
and  put  up  his  collateral  with  the  Union  Trust  Co.,  in  which  Mr. 
H  C  FricK  and  Mr.  Mellen  were  deeply  interested.  During  this 
panic  there  was  a  call  of  his  loan,  was  there  not,  and  the  price  of  his 
stock  went  down  from  $1,000  to  $200,  the  controlling  interest  in  it 
was  obtained  by  Messrs.  Frick  and  Mellen  and  trans^rred  by  them 
to  the  United  States  Steel  Corporation?    Is  that  correct? 

Mr.  Gary.  I  should  think  that  that  was  a  very  exaggerated  and 
misleading  statement.  I  think  the  merits  of  the  claim  of  Mr.  Whitney 
were  settled  in  court;  that  is  my  impression. 

The  Chairman.  That  is  the  claim.  I  am  only  quoting  sworn 
statements,  but  I  am  not  vouching  for  them  myself. 

Mr.  Gary.  It  is  easy  to  find  what  the  court  found  to  be  the  fact. 

The  Chairman.  But  there  is  only  one  tribimal  bef<)re  w^hich  we  will 
appear  that  can  not  err.  _ 

Mr.  Gary.  As  a  lawyer,  you  can  not  take  that  position.  I  hope 
the  chairman  will  not  insist  that  the  final  decision  of  a  court  is  not 
conclusive  ? 

The  Chairman.  Never.  I  did  not  mean  to  criticise  the  courts  in 
these  matters.  I  am  just  as  willing  to  take  the  statement  of  the  dis- 
tinguished witness  upon  the  stand  as  the  dictum  of  a  judge. 

Mr.  Lindabury.  The  witness  on  the  stand  was  not  a  participant 
and  has  only  hearsay  information. 

Mr.  Gary.  You  spoke  about  Mr.  Frick  and  Mr.  Mellen  having  some 
connection  with  that.  I  think  Mr.  Frick  has  some  interest  m  the 
Mellen  bank;  I  am  not  sure. 
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The  Chairman.  Is  it  a  fact  that  prior  to  the  time  that  this  Hos- 
tetter  Coke  &  Coal  Co.  found  itself  involved  and  its  loans  called  that 
it  was  the  principal  competitor  of  the  H.  C.  Frick  Coke  &  Coal  Co.  t 

Mr.  Gaby.  I  tnink  you  are  mistaken  in  supposing  that.  I  think 
Mr.  Whitney  was  indebted  and  had  deposited  some  of  his  stock  as 
collateral  security  for  the  payment  of  the  loan.  We  had  a  very  large 
interest.  I  think,  at  least  50  per  cent,  although  I  am  not  sure. 

The  Chairman.  I  will  be  pleased  to  have  you  examine  the  record 
and  give  me  the  title  of  the  case. 

Mr.  Gary.  No;  I  can  not,  but  J  will  endeavor  to  get  it  for  you. 

The  Chairman.  Put  it  in  the  record. 

]^Ir.  Gary.  I  will  endeavor  to  get  the  title  of  the  case  and  give  you 
a  certified  copy  of  that  decree,  which  I  understand,  was  in  favor  of 
the  purchase. 

The  Chairman.  I  prefer  to  get  the  whole  record. 

Mr.  Gary.  Very  well. 

The  Chairman.  Now,  Judge  Gary,  this  Pittsburg  Coal  &  Coke  Co. 
has  outstanding,  I  believe,  bonds,  and  $32,000,000  of  preferred  stock 
and  S32,000,000  of  common  stock,  has  it  not? 

Mr.  Gary.  I  can  not  answer  that  question. 

The  Chairman.  The  Pittsburg  Coal  &  Coke  Co.  has  leased,  I  be- 
beve,  to  the  United  States  Steel  Corporation  for  a  period  of  25  years, 
has  entered  into  a  contract  to  furnish  coke  and  coal  to  the  iJnitea 
States  Steel  Corporation  ? 

Mr.  Gary.  No;  that  question  can  not  be  answered  in  the  affirma- 
tive, I  am  sure;  I  do  not  remember  exactly  what  the  conditions  are, 
but  there  is  a  written  lease  between  the  rittsbui^  Coal  Co.  and  the 
United  States  Steel  Corporation,  I  think,  or  some  of  its  subsidiary 
companies,  whereby  the  lessee  agrees  to  purchase  or  the  United 
States  Steel  Corporation  or  its  subsidiary  companies  agree  to  purchase 
and  the  Pittsburg  Coal  Co.  to  sell,  ceftian  quantities  of  steam  coal 
only  for  a  certain  term  at  a  certain  price.  That  lease  will  speak  for 
itself  and  we  will  be  glad  to  furnish  you  with  a  copy. 

The  Chairman.  Is  it  not  a  fact  that  this  Pittsburg  Coal  &  Coke  Co. 
has  made  a  contract  by  which  it  is  now  furnishing  its  output  under 
this  contract  to  the  United  States  Steel  Corporation  at  about  20  cents 
less  than  it  cost  to  mine  ? 

Mr.  Gary.  Less  than  it  cost  the  seller  to  mine  it? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  I  can  not  answer  that  question. 

The  Chairman.  And  that  Mr.  Thompson  and  others  connected 
with  the  concern  have  been  pubhcly  and  bitterly  complaining  of  the 
fact  that  the  stocks  have  been  reduced  in  value  and  that  the  company 
is  b^ng  operated  at  a  loss  for  the  reason  that  the  majority  stock- 
holders are  more  vitally  interested  in  the  United  States  Steel  Cor- 
poration than  in  the  company  1 

Mr.  Gary.  I  have  not  heard  of  that  before. 

The  Chairman.  Do  you  know  whether  that  is  true  t 

Mr.  Gary.  I  believe  the  rumor  from  what  I  have  seen  in  the 
papers  that  the  Pittsburg  company  pays  interest  on  its  bonds  and 
pays  dividends.  This  contract  was  made  after  lon^  negotiations 
Detween  the  parties',  and  I  have  never  heard  that  there  was  any 
diasatififaction  on  the  part  of  the  company. 
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The  Chaibhan.  I  have  been  so  advised,  and  I  simply  asked  you. 

Mr.  Gaby.  I  think  we  can  mine  coal  at  a  less  price  than  the  pur- 
chase price  under  our  contract. 

The  Chaibmak.  Now,  the  Pittsbun^  Coal  &  Coke  Co.  ships  by  rail  t 

Mr.  Gabt.  The  Pitteburg  Coal  &  Coke  Co.  ? 
P  The  Chaibhan.  Yes,  sir;  the  exit  from  its  mines  is  by  rail? 
W  Mr.  Gaby.  I  am  inclined  to  think  that  is  so  as  to  the  Pittsburg 
Coal  &  Coke  Co.  property.    It  has  large  interests  in  the  Monongahela 
River  Coal  Co.,  and  the  outlet  of  that  company  is  on  the  river. 

The  Chaibman.  And  the  Pittsburg  Coal  &  Coke  Co.  has  acquired, 
has  it  not,  300,000  shares  of  the  common  stock  and  50,000  shares  of 
the  preferred  stock  out  of  a  total  capitalization  of  600,000  shares? 

Mr.  Gaby.  I  can  not  answer  that  question.  You  wUl  find  all  that 
information  in  the  report  of  the  coal  company. 

The  Chaibman.  Speaking  roughly,  the  Pittsbuig  Coal  &  Coke  Co., 
in  which  Mr.  Frick,  I  beueve,  and  Mr.  Mellen  own  a  controlling 
interest,  has  secured  a  bare  majority  of  the  stock  of  the  Monongahela 
River  Co.  ? 

Mr.  Gaby.  I  have  never  heard  before  that  Mr.  Frick  and  Mr. 
Mellen  had  a  controlling  interest  in  the  company.  I  never  heard 
before  that  Mr.  Frick  had  any  interest  in  the  stock  of  that  company. 

The  Chaibman.  I  may  be  mistaken. 

Mr.  Gaby.  I  do  not  know.  I  certainly  never  heard  before  that 
they  had  a  controlling  interest  in  it. 

The  Chaibman.  It  may  not  be. 

Mr.  Gaby.  I  think  you  are  mistaken  in  the  assumption. 

The  Chaibman.  I  am  asking  for  information.  I  am  trying  to 
ascertain  the  truth. 

Is  it  not  a  fact  that  the  Monongahela  Coal  &  Coke  Co.  ships  by 
river? 

Mr.  Gaby.  Certainly,  a  portion  of  its  output,  and  I  would  not  be 
surprised  if  all  of  it  were  shipped  that  way.  I  am  not  certain  about 
that. 

The  CHAmMAN.  The  Monongahela  River  has  been  locked  and 
dammed,  and  now  they  are  preparing  to  lock  and  dam  the  Ohio  River 
to  a  9-foot  stage  from  Pittsbui^  to  Cairo  in  ordear,  amonff  other 
things,  to  enable  these  enormous  shipments  of  coal  from  the  Monon- 
gahela Coal  Co.  to  TeeLch  the  sea  and  to  reach  peisoiis  living  along 
the  Ohio  River  ? 

Mr.  Gaby.  I  do  not  know. 

The  Chaibman.  I  will  ask  you  if  the  shipments  of  tbas  company 
alone,  the  Monongahela  Co.,  have  not  been  greater  than  all  the  foreigii 
trade  that  ori^ates  on  the  Atlantic  seaboard  f 

Mr.  Gaby.  I  do  not  know  about  the  subject  matter  of  your  ques- 
tion. I  have  supposed  that  the  business  of  the  Monongahela  Coal 
Co.  toward  the  sea  was  very  rapidly  decreasing  and  that  it  was  not 
very  important. 

The  Chaibman.  I  mean  boats  like  the  Spraaue.  these  great  tows 
that  go  down  the  Ohio  River.  Not  long  ago,  I  tnink,  there  was  a  tow. 
as  we  call  it,  of  13  acres  in  size,  in  area,  in  extent  of  coal.  This  coal 
does  not  go  to  the  sea;  it  is  considered  an  outlet  to  the  sea,  but  it 
supplies  Cincinnati,  Louisville,  St.  Louis,  Paducah,  and  cities  alon^ 
the  7,000  nules  of  navigable  stream  which  the  Government  has 
constructed  and  which  will  soon  be  completed  and  the  navigable 
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waters  radiating  to  the  north  and  south  of  the  Ohio  River  aggregating 
nearly  8,000  nmes  of  navigable  water.  This  coal  goes  to  afl  of  that 
region  by  means  of  baizes  ? 

Mr.  Gary.  I  do  not  know  anything  about  that,  Mr.  Chairman.  I 
doubt  if  that  company  is  increasing  its  business  in  the  direction  you 
have  suggested.     I  might  be  mistaKen.     I  beheve  it  is  decreasing. 

The  Chairman.  If  this  controlling  interest  of  the  Pittsburg  Coal  & 
Coke  Co.  dominates  the  policy  of  9ie  Monongahela  River  Coal  Co., 
and  they  both  go  into  the  Umted  States  Steel  Corporation,  the  ship- 
ments by  river  will  be  still  further  decreased  ? 

Mr.  Gary.  There  is  no  probability  of  either  going  into  the  United 
States  Steel  Corporation.  Perhaps  I  can  answer  that  by  saying  that 
we  have  no  thought  of  acquiring  either  one  of  those  companies. 

The  Chairman.  Does  not  this  deal  of  which  you  speak  involve  the 

Eurchase  of  both  of  these  companies  by  the  United  States  Steel 
brporation  I 

Mr.  Gary.  That  question,  to  my  mind,  is  not  clear. 

The  Chairb£an.  You  speak  of  the  17,000  acres 

Mr.  Gary  (interposing).  Have  you  the  report  of  the  Pittsburg  Coal 
Co.  before  you  t 

The  CHAiRiiAN.  No,  sir.  I  have  just  a  memorandum.  I  am  sorry 
that  we  have  not  that  here. 

Mr.  Gary.  You  will  find  that  the  Pittsburg  Coal  Co.  has  enormous 
holdings  of  coal. 

The  Chairman.  How  much  f 

Mr.  Gary.  I  can  not  say  oflFhand,  but  I  would  not  be  surprised  if 
ihey  have  hundreds  of  thousands  of  acres.  We  have  no  interest  in 
that  except  under  this  contract  for  the  purchase  of  a  certain  propor- 
tion of  our  steam  coal,  a  contract  which  nas  15  or  18  years  yet  to  run. 
I  think  we  may  also  acquire  the  Monongahela  steam  coal;  I  do  not 
know,  but  we  have  no  thought  of  acquiring  control  or  any  interest  in 
either  one  of  those  compames. 

The  Chairman.  I  may  be  mistaken.  The  statement  has  been  made 
by  a  Senator  of  the  United  States  who  is  personally  interested  in  this 
tningy  that  the  Pittsburg  Coal  &  Coke  Co.  is  now  under  the  control  of 
tile  Monongahela  River  Co. — I  mean  the  Monongahela  River  Co.  is 
now  under  the  control  of  the  Pittsburg  Co.,  and  that  there  id  now 
pending  a  proposition  to  exchange  the  securities  of  these  two  com- 
panies for  tne  Donds  of  the  United  States  Steel  Corporation,  and  that 
the  inevitable  result  would  be  that  the  Ohio  River  will  cease  to 
become  the  medium  of  the  traffic  by  which  this  enormous  tonnage  of 
coal  is  transported  in  barges  from  its  mouth  to  its  source,  and  that 
this  coal  will  be  utilized  by  rail  to  supply  the  blast  furnaces  of  your 
plant  now  being  operated  at  Gary,  the  necessary  percentage  of  your 
plant  operated  at  Gary,  instead  of  utilizing  the  coal  in  southern  Illi- 
nois.   Do  you  know  of  any  such  prospective  arrangement  ? 

Mr.  Gary.  'Hie  Senator  is  certamly  laboring  under  an  error.  There 
is  no  foundation  whatever  for  that  statement. 

Mr.  Gardner.  I  think  the  name  of  the  Senator  should  be  put  in  the 
record. 

The  Chairican.  We  will  hold  a  httle  session  afterwards. 

Mr.  Gary.  I  think  that  Senator  OUver  has  a  small  interest  in  the 
Pittsburg  Coal  Co.,  though  I  am  not  certain,  and  he  could  give  you 
the  facts  in  reference  to  the  company. 
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The  Chaibman.  I  do  not  intend  to  reflect  upon  any  Senator  of  the 
United  States. 

Mr.  Young.  Why  not  name  him  ? 

The  Chairman.  I  do  not  care  to. 

Mr.  LiNDABUBT.  Did  the  Senator  give  this  information  of  his  own 
knowledge  or  as  a  rumor  f 

The  Chaibman.  Of  his  own  knowledge. 

Mr.  Lindabuby.  Then,  I  think,  the  united  States  Steel  Corpora- 
tion is  entitled  to  know  his  name. 

The  Chaibman.  It  will  in  due  time. 

(The  statement  of  Mr.  Gary  at  this  point  was  temporarily  sus- 
pended.) 

STATEMEirr  OF  MB.  BOBEBT  C.  HALL. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chaibman.  What  is  your  mil  name  ? 

Mr.  Hall.  Robert  C.  Hall. 

The  Chaibman.  Where  do  you  live  ? 

Mr.  Hall.  Pittsburg. 

The  Chaibman.  What  is  your  business  ? 

Mr.  Hall.  I  am  a  stockbroker  and  am  engaged  in  the  real  estate 
business. 

The  Chaibman.  What  positions  have  you  held  in  the  city  of 
Pittsburg  ? 

Mr.  Hall.  I  am  a  business  man. 

The  Chaibman.  Have  you  ever  been  the  president  of  the  stock 
exchange  ? 

Mr.  Hall.  Yes,  sir;  during  1907. 

The  Chaibman.  I  will  ask  you  to  state  to  this  committee  what  you 
know  of  the  proposed  deal  of  which  I  have  been  speaking;  what  you 
have  heard  ? 

Mr.  Hall.  In  regard  to  the  Pittsburg  Coal  Co.  ? 

The  Chaibman.  Yes,  sir. 

Mr.  Hall.  The  Pittsburg  Coal  Co.  to-day  is  known  as  a  rail- 
shipping  coal  and  operating  company  of  the  Pittsburg  district.  It 
has  bonds  of  $25,000,000,  referred  stock  of  $32,000,000,  and  com- 
mon stock  of  $32,000,000.  The  Monongahela  River  Coal  Co.  is  known 
as  the  river-shipping  company,  and  it  has  bonds  of  $10,000,000,  with 
reductions  as  made  From  the  sinking  fund,  preferred  stock  of  $10,000,- 
000,  and  conmion  stock  of  $20,000,000.  In  1905  the  Pittsburg  Coal 
Co.  purchased  at  $15  a  share  300,000  shares  of  the  common  stock  of 
the  Kiver  Coal  Co.  and  at  $45  a  share  50,000  shares  of  the  preferred 
stock  of  the  River  Coal  Co.,  making  in  all  350.000  shares  out  of 
600,000  shares,  and  giving  it  absolute  control  oi  tiie  poUcy  of  the 
River  Coal  Co.     Since  that  time 

The  Chaibman  (interposing).  In  that  connection,  has  there  been 
any  contract  made  by  the  Pittsburg  Coal  Co.  to  furnish  coal  to  the 
United  States  Steel  Corporation  ? 

Mr.  Hall.  It  is  stated  in  Moody's  Manual 

Mr.  LiNDABUBT  (interposing).  May  I  obiect  to  hearsay  statements  t 

The  Chaibman.  The  objection  is  overruled. 

Mr.  Lindabuby.  We  do  not  object  to  any  facts  that  the  witness 
knows,  but  to  mere  hearsav  information. 
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Mr.  Hall.  This  is  stated  in  the  statement  of  the  Pittsburg  Co.  and 
18  yerified  in  Moody's  Manual.  I  will  read  from  Moody's  Manual,  if 
you  wish. 

A  25-year  contract  is  in  existence  between  the  United  States 
Steel  Corporation  and  the  Pittsbui^  Coal  Co.,  and  from  reliable 
authority  I  have  been  told  that  that  contract  is  $1  a  ton  for  thick  and 
$1.07  for  thin  coal.  President  Taylor  stated  in  New  York  at  the 
meeting  of  the  Pittsburg  Coal  Co.,  two  months  agO;  that  it  cost  the 
Pittsburg  Coal  Co.  $1.02  a  ton  to  mine  its  coal,  14  cents  a  ton  divi- 
dends for  the  preferred  stock  and  10  cents  a  ton  for  the  sinking  fund 
requirements,  $1.26,  which  shows  to  the  stockholders  of  the  Pittsburg 
Coal  Co.  an  actual  loss  in  the  sale  of  its  steam  coal  to  the  United  States 
Steel  Corporation,  which,  I  understand,  is  about  200,000  acres.  The 
Pittsburg  Coat  Co.  owns  7,500  acres  of  coking  coal  under  the  name  of 
the  Colonial  Coal  Co.,  and  the  River  Coal  Co.  owns  about  8,000  acres 
of  cokii^  coal,  which  is  undeveloped. 

I  am  mf  ormed  that  those  two  blocks  of  coal  are  in  process  of  sale  to 
the  United  States  Steel  Corporation  at  $1,450  an  acre  for  the  7,500 
acres  and  $850  an  acre  for  the  8,000  acres. 

The  Chatrman.  Who  is  your  authority  ? 

Mr.  Hall.  Senator  Oliver. 

Mr.  Gaby.  That  is  correct. 

Mr.  Hall.  That  will  be  paid  for  by  bonds  to  be  issued  on  the  coal 
sold  to  be  guaranteed  bv  the  United  States  Steel  Corporation.  That 
enables  the  Pittsburg  doal  Co.  to  put  into  effect  a  complete  absorp- 
tion of  the  river  coal  company  to  be  accomplished  by  the  issue  of 
$6,000,000  5  per  cent  bonds  of  the  Pittsburg  uoal  Co.  in  exchange  for 
the  $7,500,000  of  preferred  stock  of  the  river  company  held  bv  the 
public,  and  $5,000,000  of  common  stock  of  the  Pittsburg  Coal  Co., 
to  be  exchanged  for  $5,000,000  of  common  stock  of  the  river  com- 
panv  yet  held  by  the  public. 

The  Chairman.  Senator  Oliver  made  a  statement  to  you  of  the 
method  of  sliipmcnt  of  this  coal  ? 

Mr.  Hall.  It  is  well  known  that  since  the  control  of  the  river 
company  by  the  Pittsburg  Co.  that  the  river  shipments  have 
been  decreasing  and  the  raU  shipments  are  increasing,  and  there  is 
no  question  in  my  mind,  and  I  tnink  in  the  mind  of  Senator  Oliver, 
that  it  means  the  ultimate  shipment  of  the  coal  controlled  by  the 
two  companies  by  rail  to  the  exclusion  of  the  river  shipments,  to 
increase  the  rail  shipments  and  decrease  the  river  shipments. 

The  Chaibman.  What  does  Senator  Oliver  say  about  that  ? 

Mr.  Hall.  He  agreed  with  me. 

Mr.  Gary.  You  left  out  the  main  inquiry;  that  is,  whether  the 
United  States  Steel  Corporation  has  had  any  idea  of  securing  a  con- 
trol or  interest  in  either  of  those  companies  f 

Mr.  Hall.  That  is  utterly  unnecessary,  as  the  contract  is  better 
than  ownership;  they  are  getting  it  cheaper  than  the  company  can 
produce  it  prontably.   . 

Mr.  Littleton.  What  are  the  terms  of  the  contract  ? 

Mr.  Hall.  Judge  Gary  says  that  he  will  produce  it. 

Mr.  Gary.  I  shall  be  very  glad  to  produce  it;  I  have  given  you  the 
substance  of  it. 

The  Chairman.  This  [exhibiting]  is  Moody's  Manual  that  you  are 
speaking  of  ? 
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Mr.  Hall.  Yes,  sir. 

Mr.  Bartlett.  I  find  in  Moody's  Manual  that  in  April,  1905,  tfce 
Pittsburg  Coal  Co.  made  a  25-year  contract  to  supply  coal  to  the 
United  States  Steel  Corporation,  and  later  one  with  the  RepubKc 
Iron  &  Steel  Co.  running  until  April,  1911.  Is  that  what  yon  hftt-o 
reference  to  ? 

Mr.  Hall.  That  is  a  well-known  fact  in  the  Pittsburg  district  and 
is  stated  in  the  report  of  the  Pittsburg  Coal  Co.,  and  Judge  Gary  says 
that  he  will  produce  the  contract. 

Mr.  Gardner.  Did  you  state  to  the  chairman  of  the  committee 
that  Senator  Oliver  had  made  the  statement  that  the  United  States 
Steel  Corporation  was  trying  to  get  hold  of  these  properties  ? 

Mr.  Hall.  No,  sir.  I  stand  on  my  statement  as  made  as  to  the 
deal  and  the  prices. 

The  ChsAiRMAN.  I  will  ask  you  as  to  whether  it  vfss  a  fact  that  the 
Pittsburg  Co.  and  the  Monongahela  River  Co.,  the  two  companies 
under  a  contract  to  furnish  coal  to  the  United  States  Steel  Corpora- 
tion at  a  loss,  whether  they  v^eve  buying  the  17,000  acres  at  this  price, 
and  what  area  it  would  leave  for  the  rest  of  the  independents  in  this 
coking  field  in  and  around  the  city  of  Pittsburg  ? 

Mr.  Hall.  There  are  two  distmct  species  of  coal.  The  contract 
between  these  companies  refers  exclusively  to  steam  coal,  which  is 
the  bulk  of  the  output  of  these  companies,  and  is  a  very  valuable 
asset  of  the  companies.  It  puts  them  absolutely  out  of  the  coking 
business,  as  I  understand  it,  leaving  the  coking  business  to  the  United 
States  Steel  Corporation,  about  60  per  cent,  a  little  over  60  per  cent, 
and  a  Uttle  less  than  40  per  cent  in  the  hands  of  the  scattered  inde- 
pendents. 

The  Chairman.  Do  you  know  Mr.  Whitney  and  of  his  connection 
with  the  Hostetter  Coal  Co.  ? 

Mr.  Hall.  Yes,  sir;  he  was  a  very  large  stockholder  in  the  company 
for  many  years.  He  told  me  he  had  an  income  of  $360,000  ft*om  his 
dividends  in  the  company. 

The  Chairman.  Where  is  he  living  now? 

Mr.  Hall.  I  saw  him  recently  in  New  York. 

The  Chairman.  What  is  his  financial  condition  I 

Mr.  Hall.  He  was  declared  a  bankrupt  a  year  ago. 

Mr.  YoTTNO.  What  is  his  name  in  full? 

Mr.  Hall.  George  I.  Whitney. 

Mr.  Gary.  I  hope  the  United  States  Steel  Corporation  will  not 
be  charged  with  bringing  Mr.  Whitney  to  bankruptcy.  I  do  not  kaiow 
anything  about  his  business. 

The  Chairman.  That  remains  to  be  seen. 

Mr.  Gary.  The  coal  which  we  purchase  of  the  Pittsbut^  Coal  Oo. 
under  the  contract  referred  to,  and  a  copy  of  which  we  wiU  produce, 
I  think  is  a  very  small  percentage  of  the  total  output  of  the  Pittsburg 
Coal  Co. 

STATEHEVT  OF  ELBEBT  H.  OART— Resiuned. 

Mr.  Young.  Has  that  contract  ever  been  attacked  in  the  courts 
by  any  of  the  stockholders  as  having  been  fraudulent  ? 

Mr.  Gary.  Not  that  I  know  of.  I  have  never  heard  complaint 
from  any  stockholder. 
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Mr.  Young.  Has  there  been  any  litigation  in  regard  to  it  i 

Mr.  Gaby.  None  whatever. 

Mr.  Young.  How  long  has  it  been  in  operation  ? 

Mi.  Gary.  Six  or  seven  years;  six,  I  should  think,  at  least.  I  have 
never  heard  of  any  complaint. 

Mr.  Baktlett.  Has  it  expired  ? 

Mr.  Gaby.  It  has  not.  It  was  a  25-year  contract,  and  I  think  it 
has  run  about  six  years. 

Mr.  Gabdneb.  What  is  the  scope  of  this  contract  ?  I  want  to  get 
it  clearly  in  mind.  Do  these  companies  cease  to  operate  their  own 
conipames  or  do  you  simply  buy  this  coal  or  coke  from  the  companies  t 

Ml.  Gaby.  I  will  try  to  make  it  clear.  We  have  no  interest  what- 
ever in  the  Pittsbure  Coal  Co.  or  in  the  Monongahela  River  Coal  Co. 
We  have  a  great  deal  of  coking  coal,  steam  coal,  of  our  own  in  various 
locaUties.  As  you  know,  the  coal  fields  of  this  coimtry  are  enormous. 
None  of  us  has  any  conception  of  how  much  undeveloped  coal  there 
is  in  this  country.  The  Pittsburg  Coal  Co.  is  the  owner  of  several 
hundred  thousand  acres  of  coal.  I  think  most  of  it  is  steam  coal. 
Steam  coal,  as  I  imderstand  it,  is  and  has  been  its  business. 

About  six  years  ago  the  Pittsburg  Coal  Co.  offered  to  make  a  con- 
tract with  us  for  a  period  of  25  years  to  furnish  us  steam  coal  9kt  a 
certain  price  per  ton. 

Mr.  Young.  Did  it  state  the  amount  to  be  furnished } 

Mr.  Gaby.  No ;  but  steam  coal  which  we  could  use  in  certain  dis- 
tricts. By  reason  of  the  fact  that  this  coal  was  situated  not  far  dis- 
tant from  our  furnaces  at  Pittsburg  we  believed  it  advisable  to  buy 
that  coal  and  utilize  it.  The  Pittsburg  Coal  Co.,  having  an  enormous 
business,  was  very  anxious  to  have  our  furnaces  for  customers  for  this 
small  percentage  of  their  business,  and  on  this  basis  we  made  this  con- 
tract. The  Pittsburg  Coal  Co.,  as  I  understand,  had  a  comparatively 
small  acreage  of  coal  which  was  fit  for  coking  coal,  and  the  river  com- 
pany, so  caUed,  also  had  a  small  acreage  of  coal  which  was  usable  for 
coking  coal.  The  companies  were  not  engaged  in  the  coking  business 
or  in  manufacturing  coKe  to  any  ^eat  extent,  if  at  all. 

Mr.  Littleton,  x  ou  mean  the  Pittsburg  Coal  Co.  ? 

Mr.  Gaby.  I  mean  either  the  Pittsburg  Coal  Co.  or  the  river  coal 
company.  And  they  were  desirous  of  selling  that  coking  coal  to  us 
for  coking  purposes.  We  have  reached  the  conclusion  within  the  com- 
paratively recent  past  that  we  could  utilize  it  for  coking  purposes,  and 
as  our  supply  of  coking  coal  in  that  immediate  district  lor  use  at  our 
Pittsburg  furnaces  was  too  small  altogether,  we  have  arranged  to 
finally  purchase  this  coking  coal,  after  negotiations  lasting  two  or 
three  or  four  months. 

Mr.  Gabdneb.  It  is  very  obvious  that  there  is  a  great  deal  of 
difference  in  the  amount  of  influence  you  have  with  a  company 
whether  you  are  purely  a  customer  of  that  company  by  buying  its 
steam  coal,  or  by  Duying  its  coke  coal  lands,  or  whatever  you  call  it. 
In  one  case  you  acquire  a  great  deal  less  influence  than  if  you  were 
operating  that  company's  property.  Now,  what  I  want  to  know  is, 
did  your  contract  with  that  company  give  you  the  right  of  operating 
the  company's  property  in  any  way  ? 

Mr.  Gaby.  Purely  a  customer^  buying  this  coal  from  them. 

Mr.  Gabdnsb.  Aiid  not  buymg  or  operating  certain  coke  ooal 
lands? 
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Mr.  Gary.  No. 

Mr.  Robert  C.  Hall.  Mr.  Chairman,  permit  me  to  state  that  when 
this  contract  was  made  in  1905  the  Pittsburg  Coal  Co.  was  in  very 
great  financial  straits,  or  shortly  before.  They  had  paid  7  per  cent 
on  their  preferred  stock.  The  preferred  stock  was  issued  to  the  owners 
of  the  coal  lands  at  par,  as  equivalent  for  cash,  for  the  purchase  of 
the  coal  lands.  It  made  a  very  drastic  financial  situation  in  the  city 
of  Pittsburg.  Tlie  preferred  stock  dropped  from  98  to  something 
like  35.  They  were  obliged  to  negotiate  very  quickly  for  S25,000,00O 
bonds,  which  were  taken  by  the  Imion  Trust  Co. ,  of  ritteburg,  and  for 
a  number  of  years  there  were  no  dividends  paid  on  this  coal  stock. 
This  contract  was  made  imder  those  conditions,  and  many  of  the 
stockholders  of  the  coal  company  feel  that  it  is  a  contract  which  is 
better  to  own  than  it  would  be  to  own  the  coal  company.    Now,  my 

Eosition  in  this  matter  is  not  as  an  interested  party  in  any  way.  I 
ave  not  a  share  of  stock  in  any  of  the  corporations,  but  I  am  in- 
terested as  a  citizen  of  Pittsburg,  believing  that  our  coal  reserves  are 
the  finest  in  the  world;  that  no  matter  what  coal  is  discovered  any- 
where in  this  country,  there  has  never  been  a  steam  coal  found  any- 
where equal  to  the  Pittsburg  vein,  either  for  coking  purposes  or  for 
steam  purposes;  and  that  this  question  of  control  of  these  coal 
companies  in  our  district,  either  by  contract  for  purchase  of  its  out- 
put or  by  control  by  purchase  of  its  assets,  is  the  most  vital  situation 
that  exists  in  our  great  industrial  community  to-day;  and  in  the 
city  of  Pittsburg  to-day  it  is  one  of  the  great  economic  problems  we 
are  facing,  the  question  of  the  further  development  of  our  com- 
mimity  or  the  question  of  the  stifling  of  our  community  bv  manipula- 
tion or  imjust  nandling  of  our  coal  reserves,  which  is  what  the  city 
is  built  and  foimded  upon. 

Mr.  Gardner.  What  is  the  manipulation  you  speak  of  besides  this 
contract  which  you  say  was  made  in  1905  ? 

Mr.  Hall.  The  manipulation  is  in  the  further  control  of  the  coking 
business. 

Mr.  Gardner.  This  contract  was  made  in  1905? 

Mr.  Hall.  Yes,  sir. 

Mr.  Gardner.  That  was  two  years  before  the  panic. 

Mr.  Hall.  The  Pittsburg  Coal  Co.  was  involved  earlier  than  the 
panic  of  1907.     We  had  a  sort  of  Pittsburg  panic  at  that  time. 

Mr.  Gardner.  And  during  that  time  they  made  this  contract  1 

Mr.  Hall.  They  borrowed  $25,000,000  on  bonds,  and  shortly  after- 
wards made  this  contract. 

Mr.  Gardner.  And  the  contract  was  part  of  the  bargain  by  which 
they  were  relieved  of  their  necessities  ? 

Mr.  Hall.  I  have  no  knowledge  as  to  that.     I  onlv  draw  inferences. 

Mr.  Gardner.  Were  they  syncronous;  did  they  happen  about  the 
same  time  ? 

Mr.  Hall.  They  came  in  sequence;  yes,  sir. 

Mr.  Gardner.  That  is  to  say,  that  after  their  necessities  had  iieen 
relieved  by  the  Union  Trust  Co.  of  Pittsburg,  soon  after  that  a  con- 
tract was  made  which  you  think  was  an  unfavorable  contract  for  this 
company  ? 

Mr.  Hall.  I  take  the  statement  of  the  president  of  the  Pittsburg 
Coal  Co.  that  their  cost  of  mining  was  $1.01,  and  that  dividenci 
and  sinking  fund  is  24  cents  more,  and  my  information  is  that  the 
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contract  is  at  SI  and  $1.07,  and  you  can  draw  your  own  conclusions 
from  the  figures. 

Mr.  Gabdneb.  What  is  your  authority  for  that  statement  as  to  the 
contract  ?    I  have  no  doubt  it  is  correct. 

Mr.  Haix.  It  is  not  necessary  for  me  to  state  that  now,  as  the 
contract  is  going  to  be  produced  and  will  speak  for  itself. 

Mr.  Littleton.  Judge  Gary,  may  I  ask  you  a  few  questions  in 
regard  to  this  coal  busmesst  There  are  17,000  acres  of  land  in  the 
Pittsburg  district  which  you  are  contemplating  purchasing.  Is  that 
li^ht? 

Mr.  Gaby.  Yes. 

Mr.  LnTLETON.  That  is,  you  have  the  purchase  of  it  under  way 
on  behalf  of  the  Steel  Corporation  ? 

Mr.  Gabt.  Yes. 

Mr.  LdTTLETON.  From  whom  are  you  purchasing  those  17,000 
acres? 

Mr.  Gabt.  We  are  purchasing  through  our  local  official  from  a 
committee  of  gentlemen  appointed  by  the  directors  of  the  Pittsburg 
Coal  Co. 

Mr.  Littleton.  What  kind  of  coal  is  in  this  17,000  acres  of  land? 

Mr.  Gaby.  It  is  siipposed  to  be  coking  coal;  that  is,  coal  that 
can  now  be  coked.  Our  methods  have  been  improved,  and  we  are 
now  able  to  coke  coal  which  formerly  we  could  not  make  coke  out  of. 

Mr.  LnTLBTON.  Is  the  coal  in  these  17.000  acres  the  coal  which 
you  have  recently  discovered  can  be  cokea  or  is  coking  coal  ? 

Mr.  Gaby.  Yes. 

Mr.  Littleton.  What  percentile  of  that  kind  of  coal  land  does 
the  17,000  acres  constitute  of  the  Pittsburg  Coal  Co.  ? 

Mr.  Gaby.  I  can  not  answer  that  question.  I  suppose,  as  a 
matter  of  fact,  that  aU  of  the  Pittsburg  vein  is  cokable  by  the  pro- 
cesses or  by  the  methods  now  in  use — the  whole  of  it.  Ii  so,  tnere 
are  hundreds  of  thousands  of  acres. 

Mr.  Littleton.  It  has  not  heretofore  been  regarded  as  being 
ookable? 

Mr.  Gaby.  No;  not  heretofore.  We  have,  for  instance,  a  tract 
of  property  at  the  southern  end,  or  south  of  and  adjacent  to  the  old 
Gonnellsville  field,  which  was  not  supposed  to  be  cokable  at  all  up 
to  about  12  years  ago.  The  property  was  rejected  at  the  price  of 
S50  an  acre,  or  perhaps  less,  at  that  time,  because  not  considered 
cokable.  That  is  caUed  the  E^londike  region.  About  12  years  ago 
the  Federal  Steel  Co.,  I  think,  was  the  mrst  purchaser  of  a  part  of 
that  tract  and  b^an  to  coke  it.  Now  it  is  considered  pretty  fair 
coking  coal.  The  Ellsworth  tract  of  coal  land  on  the  other  side  of 
the  nver,  situated  in  the  Pittsbuig  vein,  was  not  supposed  to  be 
coking  coal  12  years  ago.  Ellsworth  bought  that  at  a  comparatively 
low  figure.  It  has  recently  been  sold  to  the  Lackawanna  Steel  Co., 
and  wey  are  making  good  coke  of  that  at  the  present  time;  and 
Jones  &Laughlin  bought  in  the  Pittsbui^  coal  district,  outside  of  the 
Connellsville  field  entirely,  large  tracts  of  coal  within  the  last  few 
years,  and  they  are  coking  that.  So  I  say  this  is  changed,  and  at 
the  present  time  I  beUeve  there  are — I  would  not  hesitate  to  say— 
milhons  of  acres  of  coal  in  the  United  States  undeveloped,  which  is 
cokable. 
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Mr.  Littleton,  Now,  Judge  Gary,  distiimiishing  between  the- 

Eroposed  purchase  of  these  17,000  acres  and  the  contract  which  you 
ave  made  with  the  Pittsburg  Coal  Ck).,  to  which  reference  has  lieen 
made,  will  you  tell  the  committee  how  much  coal  the  contract  calk 
for  on  behalf  of  the  Steel  Corporation  ? 

Mr.  Gary.  I  can  only  say  that  it  provides  for  steam  coal  for  cer- 
tain districts,  and  I  win  be  glad  to  give  you  the  figures  showing  how 
much  we  have  been  taking  and  using  unaer  that  contract  per  annuBa, 
and  also  I  will  endeavor  to  show  you,  because  it  is  a  matter  of  record 
contained  in  the  annual  printed  and  published  reports  of  the  Pitts- 
burg Coal  Co.,  what  their  total  output  is. 

Mr.  LriTLETON.  Now,  then,  is  it  true  that  the  contract  called  for 
coal  which  hitherto  has  been  considered  steaming  coal  but  which  may 
be  coking  coal  1 

Mr.  Gary.  On  the  basis  that  it  is  all  cokable,  yes. 

Mr.  Littleton.  You  have  just  said  that  you  are  coming  to  the 
point  graduaUy  and  rapidly  when  the  coal  of  that  r^ion  may  be, 
under  certain  processes,  all  coking  coal? 

Mr.  Gary.  Yes. 

Mr.  Littleton.  Now,  if  that  be  true,  then  the  contract  with  this 
company  would  call  for  coking  coal  as  well  ? 

Mr.  Gary.  Except  we  had  no  right  to  use  it  for  coking  purposes. 
Our  contract  prohibited  that,  and  confined  our  uses  to  steam  coal. 
And  then  let  me  say  there  are  various  grades  of  coal  which  may  be 
made  into  coke,  for  instance,  even  though  it  is  high  in  sulphur  and 
high  in  phosphorus,  and  in  some  localities  might  not  be  considered 
merchantable,  at  the  present  time,  yet  by  the  elimination  of  these 
unfavorable  parts,  it  would  be  cokable  and  would  be  usable,  and  is 
being  used  in  various  places. 

Mr.  Littleton.  What  percentage  is  your  17,000  acres  of  the 
recognized  cokable  coal  fields  ? 

Mr.  Gary.  So  small  as  to  be  considered  unimportant,  I  would  say. 

Mr.  LiTTLBTON,  I  say  of  the  recognized  field  there. 

Mr.  Gary.  The  coking  fields  now  are  very  large  because  of  these 
developments.     If  you  will  confine  it  to  a  certain  territory 

Mr.  Littleton  (interposing).  Well,  take  the  Pittsburg  district. 

Mr.  Gary.  That  even  would  leave  a  very  lai^e  quantity  of  coal. 
But  if  you  will  confine  it  to  river  coal,  which  is  accessible  by  river 
and  which  is  cokable,  or  if  you  will  confine  it  to  what  may  be  termed 
the  Cannellsville  field,  although  this  is,  strictlv  speaking,  just  out  of 
that,  then  I  could  get  nearer  to  that,  although  I  might  not  be  accu- 
rate in  my  figures.  However,  there  is  no  secret  whatever  with  refer- 
ence  to  these  matters,  and  we  will  endeavor,  so  far  as  the  committee 
desires,  to  get  the  figures  together,  because  we  can  do  that. 

Mr.  Littleton.  Going  back  to  a  matter  that  was  unfinished  at 
the  last  session,  for  a  moment 

Mr.  LiNDABURY.  Before  you  begin  on  that  point,  Mr.  Chairman, 
I  think  it  ought  to  be  noted  in  connection  with  the  statement  of  Mr. 
Hall,  that  Moody's  Manual  shows  that  those  bonds  of  the  Pittsburg 
Co.  were  issued  January  1,  1904,  and  that  the  25-year  contract  was 
not  made  until  April  1,  1905,  a  year  and  a  quarter  later,  as  Mr. 
Gardner  was  asking  questions  on  that  matter. 

Mr.  Hall.  My  statement  was  that  it  followed  in  sequence. 
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The  CHAntHAN.  Oentlemen.  we  can  not  have  conversations  between 
gentlemen  on  the  floor.  AU  remarks  must  be  addressed  to  the 
chairman. 

Mr.  Littleton.  Judge  Gary,  Mr.  Roosevelt,  in  his  letter  of  Novem- 
ber 4,  written  to  the  Attorney  General,  in  regard  to  the  taking  over 
or  the  purchase  of  the  Tennessee  Coal  &  Iron  stock,  says: 

Judge  E.  H.  Gary  and  Mr.  H.  C.  Frick,  on  behalf  of  the  Steel  Corporation,  have  just 
called  on  me.  Thev  state  that  there  is  a  certain  business  firm,  tne  name  of  which 
I  have  not  been  told,  but  which  is  of  real  importance  in  New  York  business  circles, 
which  will  undoubtedly  fail  this  week  if  help  is  not  given. 

Was  there  any  particular  reason  for  not  telling  the  President  or 
for  his  not  having  imown  the  name  of  this  concern  ) 

Mr.  Gabt.  I  do  not  know  now  that  there  was.  Naturally,  no  one 
would  care  to  mention  individual  names,  and  I  do  not  think  we  were 
asked  to  disclose  the  names,  however. 

Mr.  LnrLETON.  You  were  there  seeking — if  I  use  a  word  which 
does  not  suit  you,  you  can  correct  me,  as  I  am  not  trying  to  put 
words  in  your  mouth — ^you  were  there  seeking  the  approval  of  the 
Gk)vemment  through  its  proper  sources,  if  proper,  of  the  acquisition 
of  this  stock  f 

Mr.  Gaby.  Not  quite  that.  I  think  that  would  hardly  be  con- 
sidered an  accurate  statement.  I  knew  perfectly  well,  Mr.  Root, 
the  Secretary  of  State,  told  the  President  clearly,  and  the  President 
understood  that  he  had  no  right  to  approve  the  sale.     But  it  seemed 

?erfectly  clear  to  me  that  if  we  shouJa  purchase  the  property  of  the 
'ennessee  Coal  &  Iron  Co.  through  its  securities  witnout  first  noti- 
fying the  administration  or  the  Department  of  Justice,  and  the 
opinion  in  Washington  in  those  departments  or  either  of  them 
should  be  that  we  ought  not  to  acquire  the  property,  with  the  proba^ 
ble  result  that  a  bill  might  be  filed  to  enjoin  the  consummation  of  the 
purchase,  that  the  financial  conditions  which  were  the  questions, 
the  principal  questions,  under  consideration  would  be  made  worse 
instead  of  better,  and  therefore  we  ought  to  know  in  advance  what 
would  be  the  attitude  of  the  administration  before  we  made  the 
deal,  and  I  tcid  you  the  other  day  what  my  opinion  was  of  the  con- 
sequences and  o{  the  results. 

Mr.  Littleton.  Now,  Judge  Grary,  the  Sherman  antitrust  law,  as 
you  know,  after  denouncing  combinations  in  restraint  of  trade  and 
monopolies,  in  section  3,  providing  that  every  combination  in 
restramt  of  trade,  and  so  fortn,  shall  be  held  to.  be  an  offense,  provides 
in  section  4: 

The  several  circuit  courts  of  the  United  States  are  hereby  invested  with  juriadic- 
tkm  to  prevent  and  restrain  violations  of  this  act;  and  it  shall  be  the  duty  of  the  sev- 
eral district  attorneys  ol  the  United  States,  in  their  respective  districts,  under  the 
dhection  of  the  Attorney  General,  to  institute  proceedings  in  equity  to  prevent  and 
restrain  such  violations.  Such  proceedings  may  be  by  way  of  petition,  settine  forth 
the  case  and  praying  that  such  violation  shall  be  enjoined  or  otherwise  prohibited. 
When  the  parties  complained  of  shall  have  been  duly  notified  of  such  petition,  the 
court  shall  proceed,  as  soon  as  may  be,  to  the  hearing  and  determination  of  the  casa, 
and  pending  such  petition  and  before  finiJ  decree  the  court  may  at  any  time  make 
sach  temporary  restraining  order  or  prohibition  as  shall  be  deemed  just  in  the 
premises. 

You  are  familiar  with  that  section  ? 
Mr.  Gaby.  More  or  less. 
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Mr.  Littleton.  You  know  that  the  Sherman  antitrust  law  does 
not  give  the  person  who  claims  to  be  injured  by  the  act  denounced  in 
this  particular  law  any  right  to  bring  a  proceeding  for  injunction) 

Mr.  Gaby.  I  would  suppose  so. 

Mr.  Littleton.  Well,  I  will  call  your  attention  to  the  fact  that 
it  has  been  decided  hj  the  courts  of  our  country  that  the  only  person 
who  can  obtain  an  mjunction  against  a  proposed  consolidation  or 
combination  in  violation  of  the  Snerman  antitrust  law  is  the  Attor- 
ney General  or  some  district  attorney  instructed  by  him. 

Mr.  Gaby.  I  am  not  sufficiently  familiar  with  the  law  to  dispute 
your  proposition. 

Mr.  Littleton.  And  the  proceeding  goes  in  the  name  of  the  United 
States  in  such  cases.  You  are  generafly  familiar  with  that  general 
practice  ? 

Mr.  Gaby.  Well,  I  would  think  that  is  the  law. 

Mr.  Littleton.  Then,  if  on  application  to  the  President,  and  in 
turn  to  the  Attorney  General,  the  proposed  taking  over  of  the  Tennes- 
see Coal  &  Iron  Co.  either  met  with  their  approval  or  did  not  meet 
with  their  objection,  under  the  limitations  of  the  Sherman  Antitrust 
Act,  to  which  I  have  just  alluded,  vou  would  feel,  and  those  acting 
witi  you  would  feel,  no  doubt,  woula  they  not,  that  the  Attorney  Gen- 
eral, being  the  sole  source  for  the  bringing  of  such  an  injunction,  had 
practically  waived  any  right  or  opportunity  he  would  have  to  bring 
such  an  injunction  against  such  a  consolidation  ? 

Mr.  Gaby.  Well,  of  course,  that  is  a  conclusion,  Mr.  Littleton,  that 
I  perhaps  am  not  qualified  to  pass  upon.  I  felt,  first,  as  stated  by  the 
President,  that  under  the  circumstances,  knowing  the  financial  con- 
ditions in  New  York,  if  the  President  stated,  as  he  did,  that  he  would 
not  feel  like  objecting,  that  no  reasonable  person  would  have  a  right 
to  object  to  his  conclusions;  and  I  felt  also  that  in  case  of  any  pro- 
ceeding later  which  amounted  to  an  objection  to  that  acquisition,  a 
court  of  equity  or  any  reasonable  court  would  say  that  there  ought  not 
to  be  complamt  on  either  the  action  of  the  President  or  the  action  of 
the  Unitea  States  Steel  Corporation. 

Mr.  LiTTLETGN.  In  other  words,  the  Attorney  General  being  the 
only  official  in  the  country  who  could  complain  m  an  injimction  pro- 
ceeding, if  he  came  into  a  court  of  equity  thereafter,  and  the  attention 
of  the  court  was  drawn  to  the  fact  that  he  had  been  consulted  in 
advance  and  that  his  superior  officers  had  been  consulted  and  had 
either  given  their  consent  or  had  not  objected,  you  felt  that  the 
action  would  be  treated  as  an  outrage  against  tne  United  States 
Steel  Corporation? 

Mr.  Gaby.  Well,  of  course,  that  is  your  statement  of  the  proposi- 
tion, Mr.  Littleton,  and  I  have  no  disposition  to  quarrel  witn  it.  I 
have  given  my  best  judgment  in  regard  to  it. 

Mr.  Littleton.  You  used  the  word  "outrageous"  the  other  day, 

Mr.  Gaby.  Yes.  I  did.  I  would  say  that  if,  for  instance,  that 
acquisition  was  illegal,  which  I  deny  most  emphatically,  if  there  was 
a  prosecution  for  an  alleged  violation  of  the  law  under  the  circum- 
stances which  existed  at  that  time,  it  would  be  most  uniust,  most 
unreasonable,  most  unfair.  I  certainly  felt  that  way,  ana  I  feel  so 
now. 

Mr.  LiTTLETGN.  You  would  not  have  felt  that  way  if  you  had  not 
obtained  the  practical  consent  of  the  President  and  the  Attorney 
General  to  the  purchase  of  the  Tennessee  Coal  and  Iron  Co.  ? 
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Mr.  Oabt.  I  would  not  have  voted  in  favor  of  the  acquisition  of 
that  propertv  before  going  to  the  President,  in  the  way  I  did,  with 
the  result  which  followed. 

Mr.  Bartlett.  And  if  the  President  had  declined  to  take  any 
position  whatever  on  it,  either  to  say  he  acquiesced  in  it  or  woula 
not  object,  or  to  express  any  opinion,  would  you  still  have  purchased 
the  stock  of  the  Tennessee  Coal  &  Iron  Ck>.  t 

Mr.  Gaby.  I  think  I  should  have  voted  against  it. 

Mr.  Baetlett.  Why? 

Mr.  Gaby.  Because  of  the  attitude 

Mr.  Babtlett  (interposing).  I  will  withdraw  that  ouestion. 

Mr.  LrrTLETON.  Further  in  the  letter  of  the  then  President,  Mr. 
Roosevelt,  he  said: 

Application  has  been  urg^ently  made  to  the  Steel  Corporation  to  purchase  tuis  stock 
as  tne  only  means  of  avoiding  a  failure. 

Do  you  know  to  what  particular  company  he  referred  in  that  letter 
as  being  about  to  fail  ? 

Mr.  Gaby.  Undoubtedly  he  referred  to  the  firm  which  had  been 
designated,  though  not  named,  and  that  firm,  of  course,  was  Moore 
&  Schley. 

Mr.  tiTTLBTON.  Did  not  the  President,  before  he  gave  his  consent 
or  withdrew  his  objection — ^I  will  put  it  either  way — did  he  not 
inquire  as  to  what  kind  of  a  concern  this  was  that  was  likely  to  fail, 
how  lai^e  it  was,  what  its  assets  were,  what  the  imminence  of  its 
failure  was  ? 

Mr.  Gaby.  I  do  not  think  he  went  into  details. 

Mr.  LrrTLETON.  And  did  he  not  know  at  the  time  of  the  giving  of 
his  assent,  what  the  general  proportion  of  the  failure  would  be, 
whether  it  was  a  large  or  small  concern  ? 

Mr.  Gaby.  I  hope  you  will  not  characterize  that  as  an  assent, 
because  if  I  should  adopt  it  it  might  do  an  injustice. 

Afr.  LrrTLETON.  I  am  trving  to  find  some  word  which  in  a  colorless 
fashion  will  express  my  idea  without  causing  any  continual  contro- 
versy between  us  as  to  the  shade  of  meaning.  I  will  call  it  an  acqui- 
escence, if  you  please. 

Mr.  Gaby.  I  would  say  it  was  a  tacit  acquiescence.  I  think  that 
is  only  fair. 

Mr.  Littleton.  Now,  before  the  tacit  acquiescence  of  the  President 
and  the  administration  in  this  purchase,  did  he  know  anything  about 
what  kind  of  a  failure  it  would  be,  whether  large  or  small,  if  it  took 
placet 

Mr.  Gaby.  I  think  he  knew  it  was  important.  I  think  he  was 
informed  it  was  important.  I  am  not  sure  that  he  inquired  or  was 
told  the  name  of  the  firm;  but  I  am  quite  positive  he  was  told  it  was 
an  important  &m  and  that  it  had  many  millions  of  securities  in 
various  banks  in  New  York  City,  and  that  it  was  the  opinion  of  Mr. 
Morgan  and  other  leading  bankers  that  it  was  necessary  for  us  to 
acquire  tiie  property  of  ftie  Tennessee  Coal  &  Iron  Co.  through  its 
securities,  in  order  to  relieve  a  very  dangerous,  embarrassing  situation 
in  New  York. 

Mr.  LrrTLETON.  Now,  did  you  or  Mr.  Frick,  either  one,  know  the 
extent  and  character  of  the  loans  which  were  then  outstanding,  which 
imperiUed  the  business  welfare  of  Moore  &  Schley  t 

Mr.  Gaby.  We  did  know  more  than  I  remember  now. 
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Mr.  Littleton.  Did  you  know  enough  to  give  the  President,  and 
if  knowing  did  you  give  the  President^  a  statement  of  the  amount  of 
loans,  by  whom  and  what  bank  held,  and  in  what  precarious  condition, 
i£  kny,  they  were  ? 

Mr.  Gaby.  I  think  not. 

Mr.  LiTTLBTON.  He  says  further  that: 

Judge  Gary  and  Mr.  Frick  informed  me  that  as  a  mere  buaineflB  transaction  they  do 
not  care  to  purchase  the  stock. 

I  take  it  you  did  so  inform  him  ? 
Mr.  Gabt.  I  did,  and  that  was  true. 
Mr.  LrrTLETON  (reading) : 

That  under  ordinary  circumstances  they  would  not  consider  purchasing  the  stock, 
because  but  little  benefit  will  come  to  the  Steel  Corporation  from  tbe  purchase;  that 
they  are  aware  that  the  purchase  will  be  used  as  a  handle  for  attacks  upon  them  on  the 
ground  that  they  are  strivino;  tx)  secure  a  monopoly  of  the  business  and  prevent  com- 
petition— ^not  that  this  woula  represent  what  could  honestly  be  said,  but  what  might 
recklessly  and  untruthfully  be  said. 

Mr.  Gaby.  Well,  I  have  no  personal  recollection  at  this  time  on  that 
subiect. 

Mr.  LrrTLETON  (reading): 

They  further  informed  me  that  as  a  matter  of  fact  the  policy  of  the  company  baa 
been  to  decline  to  acquire  more  than  60  per  cent  of  the  steel  properties. 

That  you  testified  to ) 

Mr.  Gabt.  I  did. 

Mr.  Littleton  (reading): 

And  that  this  purpose  has  been  persevered  in  for  several  years  past,  with  the  object 
of  prevventing  theee  accusations. 

Was  it  stated  that  the  purpose  of  persevering  in  that  policy  was  to 
prevent  the  accusation  to  which  he  had  theretofore  referred  ? 

Mr.  Gart.  I  can  not  say  from  recollection  exactly  what  was  said. 
That  might  be  his  interpretation  of  my  words.  What  I  had  in  mind, 
and  I  thmk  what  I  said  in  substance,  was  that  it  was  our  policy  and 
our  intention  to  keep  our  percentage  of  business  at  least  down  to 
60  per  cent  and  to  make  it  certain  that  we  could  not  be  justly  charged 
wim  having  a  monopoly. 

Wt.  LrrTLETON.  He  says  in  the  paragraph  above  that  you  are  fear- 
ful it  will  be  used  as  a  handle  to  attack  you  for  striving  to  secure  a 
monopoly  of  the  business;  not  that  it  would  represent  wiat  could  be 
honestly  said  on  that  subject,  but  that  you  were  rather  more  fearful 
of  the  attack  than  you  were  of  the  truth  of  the  charge. 

Mr.  Gart.  Well,  I  have  no  recollection  on  that  particular  subject. 

Mr.  LrrTLETON.  He  says,  further,  skipping  a  part  of  that  para- 
graph— 

that,  this  has  been  urged  upon  them  by  the  combination  of  the  most  responsible 
bankers  in  New  York,  who  are  now  thus  engaged  in  endeavoring  to  save  the  situajtion. 

Mr.  Gabt.  I  have  no  doubt  of  that.  When  we  left  New  York, 
about  12  o'clock,  I  beUeve  there  were  at  least  40  or  50  leading  bank- 
ers of  New  York  City  at  Mr.  Morgan's  library. 

Mr.  LrrTLETON.  Well,  the  fact  that  you  were  leaving  and  that  they 
were  there  was  a  coincidence,  was  it  not? 

Mr.  Gaby.  Yes;  it  was.  But,  nevertheless,  many  of  those  bank- 
ers were  familiar  with  this  matter  and  many  of  them  spoke  to  me 
about  it. 
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Mr.  LnTLETOK.  Is  it  not  a  fact  that  during  that  panic  the  banketB 
of  New  York  and  the  financial  men  interested  immediately  in  tlie 
result  of  things  held  frequent  and  ahnoet  continuous  meetingB  at  Mr. 
Morgan's  library  t 

Mr.  Gabt.  It  is;  n^ht  and  day. 

Mr.  LiTTLETOK.  Mr.  Roosevelt  further  said  in  his  letter: 

But  they — 

Referring  to  you  and  Mr.  Frick — 
aaierted  they  did  not  wish  to  do  this  if  I  stated  that  it  ought  not  to  be  done. 

Mr.  Gary.  That  is  true. 
Mr.  Ltttleton  (reading) : 

I  answered  that,  while  of  course  I  could  not  advise  them  to  take  the  action  pxoipoeed, 
I  felt  it  no  public  duty  of  mine  to  interpose  any  objection. 

Mr.  Gaby.  That  is  true,  in  substance. 

Mr.  Littleton.  Now,  going  to  the  real  question  back  of  this  letter, 
I  understand  from  you  that  what  you  meant  to  say  to  the  President 
and  what  you  meant  for  him  to  understand  from  you  was  that 
Moore  &  Scnley,  although  notnaming  them  at  the  time^  were  in  danger 
of  failure  ? 

Mr.  Gaby.  Yes. 

Mr.  LrrTLBTON.  If  the  Tennessee  Coal  &  Iron  stock  was  not  taken 
over? 

Mr.  Gaby.  Yes. 

Mr.  LnTLETON.  You  proposed  to  take  over  the  Tennessee  Goal  Sg 
Iron  stock  by  an  exchange  of  5  per  cent  sinking  fimd  bonds  of  the 
United  Stat^  Steel  Corporation  i 

Mr.  Gaby.  Yes.  Mr.  Ldttleton,  let  me  say  here  that  it  should  be 
remembered  that  my  information  at  that  time  with  reference  to  the 
condition  of  Moore  &  Schley  was  largely  from  the  mouth  of  Mr. 
Ledyard,  the  counsel  of  Col.  rayne,  although  Mr.  Schley  was  around, 
behmd;  or  near  Mr.  Ledyard,  having  his  counsel,  Mr.  Thatcher,  and 
apparently  as  anxious  as  any  man  could  possibly  be.  I  have  found 
out  since  more  or  less  about  what  bis  condition  really  was,  and  very 
lai^ely  from  his  testimony  before  the  Committee  on  the  Judiciary  of 
the  Senate.     Now,  what  was  the  latter  part  of  your  questioni 

Mr.  Littleton.  Perhaps  I  had  better  restate  it.  It  was,  as  I  say, 
the  imminent  failure  or  the  effect  of  the  failure  of  Moore  &  Schley 
that  caused  you  to  go  to  the  President,  and  it  was  their  failure  that 
you  tried  to  convey  to  him,  without  naming  them,  as  being  the  great 
danger  in  Wall  street  or  in  the  business  center  of  the  country  f 

Mr.  Gaby.  Yes;  their  failure,  with  its  result. 

Mr.  Littleton.  Certainly;  I  imply  all  that.  Now  then,  you  were 
to  exchange  for  the  Tennessee  Coar&  Iron  stock  the  5  per  cent  bonds 
of  the  Umted  States  Steel  Corporation,  were  you  not,  as  the  lai^er 
part  of  the  trade  ? 

Mr.  Gaby.  I  am  not  sure  that  was  settled  at  that  time. 

Mr.  Littleton.  But  you  did  do  that  ? 

Mr.  Gaby.  We  did  do  that  finally,  for  the  reasons  which  I  gave  the 
other  day. 

Mr.  Littleton.  From  whom  did  the  bonds  come  with  which  the 
exchange  was  effected  ? 

Mr.  Uaby.  They  came  from  our  treasury.  We  had  unissued,  at 
least  unsold,  I  would  say,  United  States  Steel  seconds,  so  called. 
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which  have  been  characterized  as  a  mere  promise  to  pay,  but  which 
were  secured  by  ample  security. 

Mr.  Littleton.  They  are  a  sort  of  second  mortgage  bonds,  are 
they  not  ? 

Mr.  Gary.  Yes;  and  were  as  ^ood  as  money,  either  to  sell  or  for 
collateral  purposes,  and  not  wishing  to  use  our  cash,  for  the  reasons 
I  have  stated,  we  did  not  wish  to  disturb  the  financial  conditions  of 
the  country,  it  was  suggested,  I  think  by  Mr.  Ledyard,  that  they 
would  just  as  soon  have  bonds.  And  you  will  remember  we  had 
done  that  before  to  the  extent  of  lending  $1,200,000  of  the  bonds  to 
Mr.  Schley,  who  said  then  he  would  just  as  soon  have  them  as  cash. 

Mr.  Littleton.  Just  at  that  particular  juncture,  we  will  assume 
that  jour  purpose,  and  I  do  not  challenge  your  purpose,  was  to  save 
the  situation  in  Wall  Street,  you  and  Mr.  Morgan  and  all  tne  gentlemen 
who  were  deeply  interested.  You  had  these  bonds  in  your  treasury 
issued  but  not  sold,  and  they  were  the  one  thing  which  would  cure  the 
imminent  danger  of  the  failure  of  Moore  &  Scmey.  Suppose,  instead 
of  buying  the  Tennessee  Coal  &  Iron  Co.,  which  you  did  not  wish,  you 
had  loaned  those  bonds  to  Moore  &  Schley  for  the  purpose  of  saving 
the  situation,  would  you  not  have  efFectea  the  same  result  ? 

Mr.  Gary.  It  is  possible.  That  was  not  suggested,  however.  We 
did  oflFer  to  loan  money,  you  will  remember.  We  oflFered  to  lend  them 
either  $5,000,000  or  $6,000,000  and  take  stock  of  the  Tennessee  Coal 
&  Iron  Co.  as  collateral  security.  But  Mr.  Ledyard  came  back  with 
the  statement  that  that  would  not  answer  his  purposes.  I  think  Mr. 
Frick  personally  had  a  conversation  with  Mr.  ochley,  trying  to  get  his 
assent  to  accepting  a  loan  of  money  or  the  loan — I  do  not  think  a  loan 
of  bonds  was  suggested,  but  a  loan  of  money. 

Mr.  Littleton.  You  could  have  loaned  the  bonds  without  any 
embarrassment  to  the  Steel  Corporation,  could  you  not  ? 

Mr.  Gary.  We  could.  4 

Mr.  Littleton.  And  if  the  bonds  when  exchanged  were  the  means 
of  saving  Moore  &  Schley  they  would  have  been  just  as  efficient  means 
when  loaned,  would  they  not  ? 

Mr.  Gary.  They  would. 

Mr.  Littleton.  And  therefore  the  purchase  of  the  Tennessee  Coal 
&  Iron  Co.  would  have  been  wholly  unnecessary  in  that  particular  view 
of  it! 

Mr.  Gary.  I  should  think  so. 

Mr.  Littleton.  And  Mr.  Schley  says  he  did  not  want  to  sell  and 
you  say  you  did  not  want  to  buy  ? 

Mr.  Gary.  He  did  not  say  then  he  did  not  want  to  sell. 

Mr.  Littleton.  Inasmuch  as  you  did  not  wish  to  buy,  and  bought 
reluctantly,  and  this  means  was  open  to  you  for  the  saving  of  the 
situation,  did  it  not  occur  to  you  that  could  be  done  ? 

Mr.  Gary.  It  did  not;  and  I  hinted  the  other  day  at  what  I  sup- 

S>sed  was  the  real  situation,  although  I  do  not  know  it.  I  suppose 
oore  &  Schley^s  securities  were  tied  up  with  a  lot  of  others,  ana  that 
none  of  them  nad  the  right  to  sell  or  use  his  securities  without  the 
consent  of  the  others,  and  that  others  of  those  purchasers  in  that  syn- 
dicate were  very  anxious  to  sell  their  Tennessee  Coal  &  Iron  securities, 
and  took  advantage  of  the  situation  to  insist  that  Schley  should  not 
do  anything  with  his  securities  unless  the  whole  property  were  sold. 
That  IS  my  firm  belief,  that  instead  of  our  forcing  the  sellers  to  part 
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with  their  securities,  that  they  took  advantage,  some  of  them,  of  the 
circumistances,  to  force  us  to  buy.  That  is  what  I  really  beUeve.  Of 
course,  I  may  be  mistaken. 

Mr.  LriTLETON.  Now,  as  I  imderstand  it,  Moore  &  Schley  held 
108,000  shares  of  the  Temiessee  Coal  &  Iron  Co.  stock,  or,  I  will  say, 
roughly,  108,000  shares.  They  were  held  for  or  on  behalf  of  the 
sub^ribers  or  members  of  this  syndicate  whose  names  have  been  read 
into  the  record  t 

Mr.  Gabt.  I  think  they  had  a  good  deal  more  than  that  in  their 
name  or  possession. 

Mr.  LriTLETON.  It  appears  from  the  statement  which  we  went  over 
the  other  day  that  Moore  &  Schley  held  118,300  shares  of  stock  which 
belonged  to  a  group  of  gentlemen  whose  names  have  been  read  into 
the  record  and  with  whom  you  are  familiar. 

Mr.  Gaby.  Some  of  them  undoubtedly  had  taken  up  their  stock; 
Col.  Payne,  for  instance. 

Mr.  Ltttleton.  My  information  is  from  the  record,  to  be  corrected 
by  any  better  facts  you  may  have,  that  Mr.  Thome,  when  he  paid  for 
his  10,000  shares,  took  it  out.  The  point  is,  however,  that  £^ore  & 
Schley  did  not  own  a  dollar's  worth  of  the  stock  of  the  Tennessee  Ck>al 
&  Iron  Co.,  did  they? 

Mr.  Gary.  That  is  not  my  imderstanding.  I  have  understood  that 
Moore  &  Schley,  or  Mr.  Schley,  had  a  very  large  interest  personally. 
I  may  be  mistaken,  but. that  has  been  my  understanding. 

Mr.  Littleton.  Mr.  Schley,  in  his  testimony  before  3ie  Judiciary 
Committee  of  the  Senate,  wnich  you  have  had  occasion  to  consult, 
said — I  will  not  attempt  to  quote  ms  words — that  Moore  &  Schley  did 
not  own  a  share  of  the  Tennessee  Coal  &  Iron  stock,  but  that  he,  Mr. 
Schley,  individually,  ogimed,  I  think,  a  relative  amount  to  that  of  the 
other  syndicate  mnambers. 

Mr.-^^Y^  believe  he  states  that.    I  did  not  know  that. 

Mr.XiiTTLETON.  At  that  time  you  did  not  kiiow  it? 

Mr.  Gaby.  No;  I  did  not  know  it. 

Mr.  Littleton.  Now,  if  Moore  &  Schley,  as  a  firm,  did  not  own 
any  stock,  and  if  the  stock  which  was  in  their  possession  had  been 
hypothecated  to  support  the  loans  of  those  who  owned  the  stock, 
can  you  imagine  or  indicate  a  way  in  which  Moore  &  Schley's  financial 
standing  would  have  been  in  anv  peril  by  reason  of  these  loans  ? 

Mr.  Gaby.  Yes.  Moore  &  Scnley,  in  October,  I  think,  had  in  their 
name — ^I  should  say  the  firm  had  upward  of  130,000  shares  of  that 
stock.  I  believe  you  will  find  that  to  be  the  case  by  the  record. 
Now,  Moore  &  Schley,  as  a  firm,  I  believe  to  have  been  indebted  to 
various  banks  to  an  amount  exceeding  $30,000,000.  I  think  they 
had  loaned  to  their  various  customers,  or  some  of  their  customers, 
who  had  purchased  the  Tennessee  stock,  certain  sums  of  money,  ana 
held  these  stocks  as  collateral  security,  and  that  the  firm  as  such  had 
deposited  with  various  banks  more  or  less  ot  these  securities,  per^ 
haps  all  of  them,  as  collateral  security  with  other  securities,  and 
those  banks  were  to  a  greater  or  less  extent  calling  upon  Moore  & 
Schley  to  take  out  the  Tennessee  stock  and  substitute  somethinjg 
better.  Therefore,  the  firm  was  very  greatly  embarrassed,  unless  it 
could  in  some  way  cash  these  Tennessee  securities,  not  only  as  to 
Schley's  interest,  but  as  to  the  interests  of  the  customers  of  Moore  & 
Schley. 
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Mr.  Littleton.  Now,  let  us  see  how  it  works  out,  Judge  Gary.  I 
understand  from  your  version  of  it 

Mr.  Gabt  (interposing).  Of  course,  this  is  all  more  or  less  theo- 
retical. You  understand  that  I  can  only  give  you  facts,  when  we 
come  to  facts,  as  to  what  we  acted  tipon,  and  I  depended  entirely 
upon  the  statement  of  Commodore  Leayard. 

Mr.  Littleton.  Li  an  effort  to  find  out  what  the  real  situation  was, 
your  understandmg  was  that  these  men  who  owned  this  stock,  which 
was  on  deposit  with  Moore  &  Schley,  borrowed  of  Moore  &  Schley  and 
put  the  stock  up  as  collateral  to  theu*  loans  1 

Mr.  Gart.  1  rather  think  so.  I  beUeve  Mr.  Schley  states  that  in 
his  testimony. 

Mr.  Littleton.  Having  done  that,  Moore  &  Schley,  using  that  with 
other  collateral  which  they  had,  obtained  money  from  various  banks 
in  New  York  City  to  the  extent  of  something  like  $25,000,000  or 
$30,000,000  of  their  total  firm  indebtedness.  You  understood  that 
to  be  the  fact? 

Mr.  Gary.  I  believe  it  was  upward  of  thirty  millions.     I  think  so. 

Mr.  Littleton.  Now  then,  the  amount  of  indebtedness  secured  by 
the  Tennessee  Coal  &  Iron  stock,  do  you  not  understand  to  have  been 
about  $5,000,000  or  $6,000,000  ? 

Mr.  Gary.  I  have  been  informed  of  that  since.  In  fact,  I  got  the 
impression  in  some  way  during  these  negotiations  at  one  time  that 
$5,000,000  or  $6,000,000  in  cash  would  let  them  out,  and  that  is  why 
we  offered  to  loan  them  that  amount. 

Mr.  Littleton.  In  other  words,  the  customers  of  Moore  &  Schley 
who  had  this  stock  on  deposit  with  them  and  who  had  borrowed  on  it, 
put  up  their  stock  to  the  extent  of  something  like  $5,000,000  or 
$6,000,000,  and  Moore  &  Schley  in  turn  put  up  tnat  stock  with  banks 
to  the  extent  of  $5,000,000  or  $6,000,000  ? 

Mr.  Gary.  Quite  Ukely.    I  have  no  knowledge  on  the  subject. 

Mr.  Gardner.  You  will  remember  that  Mr.  ^hley  stated  that  his 
customers  borrowed  a  great  deal  more  from  him  on  Tennessee  Coal  & 
Iron  stock  than  he  in  turn  was  able  to  turn  around  and  borrow  from 
the  bank  ? 

Mr.  Littleton.  He  had  less  responsibility  to  the  outside  banks 
than  the  customers  who  had  borrowed  of  him  ? 

Mr.  Gary.  Of  course,  these  details  have  developed  since  the  trans- 
actions in  question. 

Mr.  Littleton.  Now,  then,  Mr.  Schley  said  at  page  72  of  this 
judicial  hearing,  in  reply  to  a  question  by  Senator  Overman: 

Was  there  any  pressure  to  take  up  the  Tennessee  Goal  &  Iron  collateral  on  the 
$5,000,000  or  $6,000,000  you  had  borrowed? 

Mr.  Schley  said: 

Constantlv.  It  ^ot  to  be  so,  as  I  just  remarked,  that  we  were  loaning  more  than  this 
amouDt,  and  carry mg  for  customers  more  than  100,000  shares.  One  hundred  thousand 
represented  about  what  we  were  able  to  keep  out  in  our  loans,  and  as  the  panic  devel- 
oped, a  great  dpal  of  this  stock  was  being  taken  from  the  market,  and  the  quotations 
were  infrequent,  and  they  were  wide  apart,  too.  There  was  nobody  buying  it  or  seUing 
it,  as  so  much  of  it  was  out  of  the  market,  taken  out  by  this  operation,  and  m  the  devel- 
opment of  the  panic  the  baDL<*  declined  to  loan  upon  a  security  where  the  market  was 
so  apparently  nominal.  That  is  reasonable  in  a  sense,  too,  because  no  bank  is  to  be 
criticised  who  would  not  loan  upon  a  security  that  did  not  have  an  immediate  market. 
In  those  times,  vou  know,  they  all  got  more  or  less  cautious.  So  I  would  have  (x>n- 
tinual  calls,  ''Please  take  this  Tennessee  out  of  that  loan,"  and  so  forth.  So  that  it 
became  a  very  serious  matter. 
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Assuming  that  to  be  the  fact;  Judge  Gary,  would  not  the  whole 
question  as  to  whether  Moore  &  Schley  were  in  danger  depend 
wpm  the  attitude  of  the  bank  wh.h  wmch  they  had  their  tnirty 
nmHofis  of  loans  and  in  which  this  Teamessee  Coal  &  Iron  stock  was 
a  paol;  df  t^e  <$ollateral  ? 

Mr.  Gart.  From  what  vou  have  read,  assuming  that  to  be  true,  I 
should  thiiik  the  answer  should  be  in  the  affirmative. 

Mr.  Littleton.  Now,  if  these  banks  were  disposed  to  hcflp  Moore 
&  Scbltj,  knorwing  the  intrinsic  value  of  the  Tennessee  Oosd  &  Iron 
property  or  having  faith  in  it,  and  were  not  disposed  to  be  hostile 
to  them,  t;ould  not  those  banks  themselves  have  prevented  the 
imminence  of  this  purchase  which  finally  had  to  be  made,  as  you 
saVy  to  save  the  situation  ? 

Mr.  Gary.  Quite  like  thev  could,  temporarily.  But  you  can  see 
how  manv  Questions  might  nave  been  involved  there,  as  to  whether 
that  would  nave  been  safe  and  ^ood  banking  business.  I  have  no 
interest  in  those  banks,  and  it  is  not  for  me  to  pass  judgment  on 
them,  but  vou  must  see  that  there  are  a  good  many  questions  involved 
under  such  circumstances  as  that,  when  banks  from  Chicago  and 
Pittsburg  and  St.  Louis  and  Kansas  City  and  Omaha  and  ^n  Fran- 
cisco and  all  over  the  country  have  money  on  deposit  in  New  York 
in  large  sums,  and  were  relying  upon  tne  clearing  house  in  New 
York  to  see  that  these  banks  were  in  condition  all  the  time,  and 
that  the  securities  on  hand  were  good  collateral,  were  available 
and  salable,  and  all  that,  that  a  banker  who  would  leave  securities 
which  were  not  salable  and  not  considered  good  in  his  bank  with- 
out protest,  or  would  undertake  to  carry  a  customer  under  circum- 
stances which  indicated  that  the  banlang  was  not  wise  banking, 
would  assume  a  venr  great  risk. 

Mr.  Littleton.  1  assume  that  is  so. 

Mr.  Gary.  Of  course,  we  can  look  back  at  this  situation,  Mr.  Little- 
ton, but  I  believe  you,  as  well  as  I,  can  cany  our  minds  back  to  the 
particular  time  in  question,  when  there  was  a  panicky  feeling  through- 
out the  city  of  New  York,  and  other  cities,  and  we  did  not  have  much 
time  to  thmk;  and  the  banks  in  New  York  were  furnishing  money  to 
the  extent  of  their  abilit;^'  to  help  weaker  banks.  The  bankers  were, 
as  you  have  said,  in  session  night  and  day,  with  anxious  faces,  very 
much  disturbed  as  to  what  they  should  do,  and  none  of  us  had  very 
much  time  to  consider  what  ought  to  be  done. 

Mr.  Young.  Judge  Gary,  would  not  what  the  banks  would  do  to 
aid  Moore  &  Schley  depend  on  what  pressure  there  was  on  the  banks 
at  the  time? 

Mr.  Gary.  Undoubtedly;  on  the  part  of  the  clearing  house,  par- 
ticularly. Every  bank  had  to  look  out  for  its  own  interests,  try  and 
keep  its  own  record  clear,  and  its  own  reputation  good.  Nobody 
knew,  and  I  think  Mr.  Littleton  will  corroborate  me,  for  a  day  or  two 
no  banker  in  New  York  City  could  tell  where  the  next  run  would  start, 
what  would  be  the  next  bank  involved,  and  it  would  have  been  a  very 
etuBj  thing  there  for  two  or  three  days  to  have  extended  that  panic  so 
that  the  results  could  not  be  measured,  and 'so  that  nobody  could  look 
ahead  and  say  when  financial  conditions  would  be  relieved.  I  am 
not  trying  to  exaggerate  it,  Mr.  Littleton.  I  can  not  adequately  give 
any  idea  of  the  financial  frenzy  which  was  apparent  in  New  York 
at  the  time  of  this  transaction.     It  is  very  easy,  after  trouble  is  over. 
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to  look  back  upon  it  and  say  what  you  could  have  done,  but  when  you 
are  in  the  midst  of  trouble  it  is  quite  a  different  question. 

Mr.  LriTLBTON.  Judge  Gary,  I  think  we  appreciate  very  largely 
that  view  you  take  of  it.  Let  me  ask  you  this  question.  It  has  been 
said;  and  I  suppose  upon  sufficient  facts  to  make  it  at  least  partly 
true,  that  J.  r,  Morgan  &  Co.  owned,  actually  or  potentially^,  the 
control  of  the  larger  number  of  the  banks  and  trust  companies  in 
New  York  City. 

Mr.  Gaby,  i  do  not  believe  there  is  any  foimdation  for  that  state- 
ment. I  do  not  beUeve  it  is  true.  But  that  Mr.  Morgan,  at  least, 
has  a  substantial  interest  in  a  number  of  banks,  I  believe  there  is  no 
doubt  of  that.  I  have  no  knowledge  on  that  subject,  but  that  he 
controls  or  attempts  to  control  banl^  is  quite  a  different  question. 

Mr.  Littleton.  I  am  differentiating  oetween  what  he  does  and 
what  he  mi^ht  do.  It  is  the  actual  and  the  potential  that  I  am  dis- 
tinguishing oetween.  Taking  the  day  of  the  panic,  for  instance,  with 
the  potential  control  of  the  banks — ^I  am  assuming  this  and  am  not 
stating  it — ^with  the  potential  control  of  the  banks  in  which  the  Moore 
&  Scmey  loans  were,  and  with  the  direction  that  the  Tennessee  Coid 
&  Iron  stock  be  eliminated  from  the  loans,  would  it  not  have  been 
possible  for  him,  if  he  chose  to  do  so,  to  have  forced  the  sale  of  the 
Tennessee  Coal  &  Iron  stock  ? 

Mr.  Gary.  I  do  not  know  that  I  could  answer  that  question. 

Mr.  LrTTLETON.  Well,  perhaps  I  can  simplify  it  by  saying  that  if 
all  the  banks  or  a  number  of  banks  in  which  loans  are  agree  or  act  in 
concert  or  by  coincidence,  eliminate  a  certain  class  of  collateral  from 
the  loans,  or  endeavor  to  do  so,  and  direct  the  withdrawal  or  the 
substitution  of  other  collateral,  that  in  itself  naturally  destroys  the 
efficiency  of  that  collateral  for  loaning  purposes  amongst  those  banks 
and  their  allies,  does  it  not? 

Mr.  Gaby.  If  your  question,  taken  all  together,  means  what  I 
rather  think  it  does,  I  beUeve  I  could  answer  it  in  the  affirmative.  I 
believe  any  man  of  Mr.  Morgan's  wealth  and  strength  of  character  and 
courage  can  do  a  great  de^  of  harm  in  banking  circles  as  well  as  a 
great  deal  of  good.  I  believe  that  with  power  and  privilege  there  is 
necessarily  involved  responsibility  and  obligation.  That  applies  to 
the  individual  or  the  corporation  and  also  apphes  to  the  Government. 
I  do  not  think  I  would  be  frank  and  sincere  with  this  committee  if  I 
should  say  that  Mr.  Morgan,  under  such  circumstances,  could  not  do 
a  great  deal  of  harm  if  he  had  the  disposition  to  do  so.  That  is  true 
of  other  individuals,  and  that  is  one  oi  the  reasons  why  I  say  that  this 
country,  if  it  keeps  up  with  other  countries,  in  view  of  our  great 
wealth  and  crowing  wealth,  has  got  to  come  to  the  position,  in  my 
judgment,  wnere  there  is  cooperation  between  the  Government  and 
the  individual.  Where  the  Government,  recognizing  the  rights  of  the 
individual,  at  the  same  time  shall  have  the  right  to  controlin  a  large 
measure  the  conduct  of  the  individual  in  the  administration  of  these 
large  financial  affairs ;  and  it  seems  to  me  your  question  opens  up  that 
whole  tiling,  Mr.  Littleton.  You  know  Mr.  Morgan's  power  as  well  as 
I  do,  and  I  would  assent  to  it.  I  know  that  he  has  it.  I  know  that 
his  strength  in  financial  circles  is  in  his  courage  and  in  his  fairness 
and  in  his  willingness  to  risk  his  own  fortune. 

Mr.  Littleton.  Judge  Gary,  is  it  not  a  fact  that  the  industrial 
combinations  of  the  countrv  have  come  pretty  well  under  the  control 
of  the  Government  up  to  tne  present  t 
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Mr.  Gabt.  Well,  that  is  a  pretty  big  question.  I  think,  as  I  said 
the  other  day,  the  Sherman  law  is  inadequate,  for  instance,  and  I 
think  there  is  some  needed  le^lation.  As  to  exactly  what  is  should 
be,  we  may  have  different  views,  and  I  would  be  glad  to  tell  you 
mine.  ,  * 

Mr.  LrrTLETON.  Is  it  not  a  fact  that  in  recent  years  the  Govern- 
ment has  more  and  more  subjected  industrial  concerns  and  combi- 
nations to  their  jurisdiction  and  supervision  ? 

Mr.  Gary.  Yes ;  that  is  true. 

^{r.  Littleton.  Is  it  not  true  that  the  railroads  more  and  more 
have  come  under  the  control  of  the  Government  and  subject  to  its 
reflations  ? 

Mr.  Gary.  That  is  true. 

Mr.  LrrTLETON.  And  is  there  not  another  possible  and  even  greater 
danger  than  either  of  these,  and  that  is,  by  the  combination  of  the 
banking  and  trust  company  interests,  by  which  not  only  one  branch 
of  trade  is  restrained,  but  all  branches  of  trade  are  restrained,  if  it  is 
under  the  domination  and  control  of  one  group  of  men  ? 

Mr.  Gary.  That  may  be  true.  I  do  not  believe  in  unbridled 
license  to  utilize  wealth  for  selfish  interests  or  for  selfish  purposes, 
'Mi.  Littleton. 

Mr.  Bartlett.  Had  the  failures  of  the  banks  or  trust  institutions 
in  which  Morse  and  Heinze  were  interested  occurred  when  you 
purchased  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gary.  They  had.  That  was  probably  the  beginning  of  the 
panic  in  New  York.     I  believe  they  were  the  proximate  cause. 

Mr.  Bartlett.  And  it  was  after  the  failure  of  those  men  that  you 
were  called  on  to  help  Moore  &  Schley  in  the  way  you  have  stated  ? 

Mi.  Gary.  Yes;  after  those  events. 

Mr.  Bartlett.  How  long  afterwards  ? 

Mr.  Gary.  A  few  days.    I  am  not  certain  as  to  the  exact  time. 

Mr.  Bartlett.  Do  you  think  Heinze  caid  Morse  would  agree  with 
you  that  Mr.  Moi^an  is  a  veiy^  powerful  influence  in  the  commercial 
world,  either  in  doing  good  or  injury  ? 

Mr.  Gary.  Well  ido  not  know  about  that.  Judge  Bartlett.  I 
hardly  like  to  express  anv  opinion  on  their  opinion.  I  want  to  say 
just  one  word,  if  I  may,  Mr.  Littleton,  adverting  to  this  subject  which 
you  raise,  and  which  seems  to  me  very  important  at  this  time.  I 
Delieve  that  it  is  just  as  important  that  the  Government,  which  has 
the  real  power,  should  by  legislation  and  by  the  administration  of 
the  laws,  make  it  absolutely  certain  that  property  and  business  are 
protected.  I  believe  we  are  in  just  as  much  danger  at  the  present 
time  of  the  Government  going  too  far  as  we  are  of  the  indiviciual 
going  too  far,  and  I  do  not  hesitate  to  sa^  that  I  am  in  favor  of  any 
law  that  will  protect  everyone  and  every  interest. 

Mr.  LrrTLETON.  Do  you  think  it  likely  that  if  a  law  were  enacted 
which  provided  that  after  a  concern  got  60-  per  cent  of  the  control 
of  any  line  of  business  or  commodity,  it  should  automatically  come 
into  the  hands  or  control  of  the  Government,  if  we  chose  to  go  that 
high,  and  that  if  it  is  below  that  it  might  compete  and  go  on  in  the 
old  forms  of  competition,  that  would  avail  anything  ? 

Mr.  Gary.  I  do  not  think  it  would.  I  do  not  thmk  that  is  a  prac- 
tical proposition.  I  do  not  believe  in  Government  management,  any* 
how.    I  do  not  think  that  is  practical. 
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Mr.  Littleton.  Let  me  go  back  now  to  one  or  two  other  matterg 
that  I  want  to  ask  you  about.  On  what  date  did  the  Steel  Co.  turn 
over  the  bonds  to  Moore  &  Schley,  or  to  whomever  they  were  turned 
ovei^  Judge  Gary  ? 

Mr.  Gary.  We  commenced  to  turn  over  the  bonds  on  the  7th  of 
November.  The  contract  was  signed,  I  think,  on  November  6, 
although  the  bargain  had  really  men  completed  some  time  b^ore 
that. 

Mr.  Littleton.  Do  you  know  when  the  first  delivery  of  the  bonds 
was  made  ? 

Mr.  Gary.  I  think  on  November  7.    That  is  my  impression. 

Mr.  Littleton.  Were  they  delivered  in  substitution  for  the  collat- 
eral of  the  Tennessee  Coal  &  Iron  Co.  at  various  places,  or  were  they 
all  delivered  in  bulk  to  Moore  &  Schley  ?  Just  how  did  the  delivery 
take  place  ? 

Mr.  Gary.  My  recollection  is  that  the  deliveries  were  made  through 
J.  P.  Morgan  &  Co. ;  that  we  delivered  the  bonds  in  bulk  to  J.  P. 
Morgan  &  Co.,  and  the  stock  of  the  Tennessee  Coal  &  Iron  Co.  was 
delivered  to  J.  P.  Morgan  &  Co.  in  exchange  for  the  bonds,  and  as  I 
remember  now  it  was  a  remarkable  fact  that  almost  all  of  the  Ten- 
nessee Coal  &  Iron  stock  came  in  within  a  very  short  time  after  the 
contract  was  signed. 

Mr.  LriTLETON.  That  is,  the  minority  and  majority  1 

Mr.  Gary.  Yes. 

tKr.  Littleton.  Let  me  ask  you  this  question:  Wlien  or  how  did 
these  bonds,  which  were  the  curative  remedy  for  the  difficulty  in 
Wall  Street,  reach  the  point  that  needed  to  be  cured  ? 

Mr.  Gary.  The  announcement  from  Washington,  immediately 
after  the  conference  with  the  President,  that  the  trade  would  be 
consummated 

Mr.  Littleton.  ''All  is  well?" 

Mr.  Gary.  That  certainly,  I  have  no  doubt,  produced  a  great  feel- 
ing of  relief  immediately  in  New  York.  Of  course  the  banks  knew 
then  that  the  purchase  would  be  made  and  the  bonds  would  be  deliv- 
ered and  that  everyone  would  be  relieved. 

Mr.  Littleton.  Then  the  men  who  were  saying  "Take  out  Ten- 
nessee/' '*Take  out  Tennessee"  heard  the  word  from  Washington 
that  the  Tennessee  had  been  sold  now,  and  that  the  security  which 
was  necessary  to  protect  their  loans  would  come  to  take  the  place  of 
the  Tennessee  Coal  &  Iron  stock? 

Mr.  Gary.  There  is  no  doubt  of  it. 

Mr.  Littleton.  And  that  reassured  them,  so  that  the  moment 
when  the  substitution  took  place  became  wholly  unimportant  as  a 
matter  of  reassurance  in  market  conditions? 

Mr.  Gary.  There  is  no  doubt  about  that;  and  while  I  probably  may 
not  agree  with  some  members  of  the  committee,  at  least,  I  believe 
the  action  of  President  Roosevelt  was  real  constructive  statesmanship. 

Mr.  Littleton.  It  was  rather  obstructive,  was  it  not,  Judge? 

Mr.  Bartlett.  Or  destructive. 

The  Chairman.  Judge  Gary,  it  was  both,  was  it  not  ? 

Mr.  Gary.  Both  what  ? 

The  Chairman.  Both  constructive  and  destructive — destructive  of 
the  law  and  constructive  of  the  United  States  Steel  Corporation  t 

Mr.  Gary.  I  do  not  think  it  was  destructive  of  the  law  in  any 
respect.     I  have  read  in  the  newspapers  that  we  were  purchasing  the 
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prwerty  of  our  principal  competitor,  our  principal  rival  in  business. 
Suck  a  statement  as  tnat  is  laughable,  Mr.  Chairman.  We  were  not 
securing  control  of  any  competition  of  any  importance  or  conse- 
quence. When,  as  I  have  told  you  before,  we  have  shown  (and  I 
will  give  you  the  figures  in  detail)  that  the  United  States  Steel 
Corporation,  starting  out  with  a  percentage  of  60  per  cent  of  the 
business,  has  now  got  down  to  aoout  50  per  cent  of  the  domestic 
steel  business,  there  is  no  reason  to  complain  that  we  were  then  or 
at  any  other  time  seeking  to  get  a  monopoly.  That  is  the  last  thing 
we  want.  The  United  States  Steel  Corporation  knows  very  weU 
that  the  worst  thing  that  could  happen  to  it  would  be  to  have  a 
monopoly  of  business,  or  to  exercise  a  monopoly,  or  to  do  anything 
intentionally  to  restrain  tvade. 

The  Chaerman.  How  long  has  the  United  States  Steel  Corporation 
been  advised  of  the  fact  that  it  is  not  wise  or  safe  to  seek  monopoly  ) 

Mr.  GcABY.  From  the  time  of  its  organization,  and  before  that. 
I  can  show  you,  Mr.  Chairman,  an  article  I  wrote  for  tha  New  York 
World  in  1900,  when  I  was  acting  as  president  of  the  Federal  Steel 
Co.,  and  before  the  organizaticm  of  the  United  States  Steel  Corpora- 
tion, upon  that  subject,  which  will  show,  I  think,  that  at  that  time 
I  never  had  any  thought  or  intention  or  believed  in  monopoly  or 
restraint  of  trade;  and  1  have  never  departed  from  that  idea  or  that 
intention.  Of  couise  what  we  have  done  is  a  matter  of  record,  and 
we  must  be  judged  bjr  our  acts.  I  do  not  speak  of  our  conduct  with 
any  feeling  of  self-satisfaction;  but  I  am  sincere  in  stating  what  our 
intention  was  and  always  has  been. 

Mr.  liTiTLBTON.  Jud^e  Giary,  Mr.  Perkins  was  a  partner  of  Mr.  v 
MciKan's  at  the  time  of  this  consolidation  ? 

Mr.  Gary.  He  was. 

Mr.  Ltttleton.  Mr.  Ledyard  came  to  you,  as  you  understood  it, 
as  the  counsel  of  J.  P.  Morgan  &  Co.  in  this  proposed  sale  % 

Mr.  Gaby.  I  beg  pardon? 

Mr.  LrrxLETON.  Did  Mr.  Ledyard  come  to  you  as  counsel  of  Mor- 
gan, or  counsel  of  Moore  &  Schley  1 

Mr.  Gaby.  Not  at  all;  he  was  neither.  Commodore  Ledyard  was 
the  couBsel  of  CoL  Oliver  Payne.  Pavne  was  one  of  the  S3nidicate 
members.  I  understood  that  Mr.  Schley,  or  Moore  &  Schley,  were 
indebted  to  Col.  Payne  in  a  considerable  amount.  But  after  Mr. 
Ledyard  had  had  some  conversation  with  his  client.  Col.  Payne,  and 
Col.  Pavne  suggested  that  there  might  be  some  possible  relief  to 
Moore  &  Schley  by  tibe  sale  of  this  stock,  my  understanding  is  that 
SdbJey  asked  Mr.  Ledyard  to  come  to  his  house;  and  the  facts  were 
given  then,  and  the  negotiation  was  entirely  between  Mr.  Ledyard 
and  myself.  Mr.  Ledyard  did  not  assume  to  represent  Mr.  Schley, 
but  he  was  acting  for  and  in  behalf  of  the  interests  of  Mr.  Schley, 
because  that  would  benefit  Mr.  Payne,  who  was  a  creditor  of  Moore  & 
Schley.  That  is  the  way  that  came  about.  He  did  not  represent 
Morcan. 

^.  Littleton.  Then  he  was,  as  a  matter  of  fact,  as  you  under- 
stood, one  of  the  coimsel  for  J.  P.  Morgan  &  Co  ? 

Mr.  Gaby.  I  did  not  know  it;  I  never  heard  of  it.  He  is  not  their 
regular  counsel.  If  he  has  ever  been  employed,  I  have  no  knowledge 
on  the  subject. 

Mr.  Ltttleton.  You  understand  that  Francis  Lynde  Stetson  has 
been  the  real  attorney  of  Morgan  &  Co  ? 
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Mr.  Oabt.  Yes;  he  has  been  theu*  general  counsel.  I  did  not  know 
that  Ledyard  and  Stetson  were  or  had  ever  been  connected. 

Mr.  Littleton.  They  are  not  connected  between  themselves,  but 
there  have  been  departments,  as  I  understand  it — I  may  be  in  error 
myself — of  the  Morgan  business  which  have  been  respectively 
represented  by  the  two  counsel. 

Mr.  Gaby.  I  did  not  know.  Since  I  have  been  in  New  York  I 
have  been  brought  more  or  less  in  contact  with  the  counsel  repre- 
senting Morgan  &  Co.,  and  I  never  knew  Mr.  Ledyard  to  represent 
them,  out  I  do  not  deny  that  he  did.    I  have  no  knowledge  of  it. 

Mr.  LriTLETON.  We  have  asked  and  had  information  about 
whether  the  Government  objected  to  this  consolidation,  or,  rather, 
this  purchase.  May  I  ask  it  any  stockholder  objected  to  the  pur- 
chase of  the  Tennessee  Coal  &  Iron  Co  ? 

Mr.  Gary.  I  never  have  heard  of  it. 

Mr.  Littleton.  I  do  not  want  to  lead  jrou  to  make  a  general  answer 
like  that,  because  I  have  something  specific  in  mind. 

Mr.  Gaby.  Yes;  I  wish  you  would  call  mv  attention  to  it. 

Mr.  LiTTLBTON.  There  was  a  protest  made,  was  there  not  ? 

Mr.  Gaby.  You  mean  a  protest  made  by  a  stockholder  of  the 
Tennessee  Coal  &  Iron  Co  ? 

Mr.  Littleton.  Yes. 

Mr.  Gaby.  I  wish  you  would  call  my  attention  to  it.  I  do  not 
remember  to  have  ever  heard  of  it. 

Mr.  Littleton.  Was  there  not  a  protest  made — perhaps  I  am 
wrong  in  saying  by  a  stockholder  of  the  Tennessee  Coal  &  Lron  Co.  ? 

Mr.  Gaby.  There  was  a  lawyer  at  one  of  our  stockholders'  meet- 
ings— ^I  think  his  name  was  Mr.  Hodge — who  objected  to  the  United 
States  Steel  Corporation  acquiring  that  property. 

Mr.  Littleton.  Yes;  but  what  I  mean  is.  the  objection  was  made 
at  a  meeting  of  your  corporation — the  Steel  Corporation  ? 

Jir.  Gaby.  The  annual  stockholders'  meeting,  probably. 

Mr.  Littleton.  On  April  20,  1909,  or  about  tnat  time? 

Mr.  Gaby.  Yes. 

Mr.  LrrrLETON.  Some  time  after  this  there  was  an  objection 
made,  was  there  not,  to  this  effect,  and  was  there  not  a  resolution 
offered  as  follows: 

Resolved,  That  the  stockholdeiB  hereby  disapprove  of  and  protest  against  the  action 
of  the  directors  and  officers  of  this  corporation  in  securing  the  control  of  the  Tennodsee 
Goal  &  Iron  Co.,  and  in  thereby  rendering  the  corporation  liable  to  forfeiture  of  its 
charter  and  penalties  provided  for  in  the  State  and  Federal  statutes;  and 

Resolved,  That  the  board  of  directors  and  officeis  of  the  company  be  and  they  are 
hereby  requested  to  take  such  steps  as  may  be  legal  to  rescind  such  action,  and  to 
place  the  corporation  as  nearly  as  may  be  possible  in  the  position  it  occupied  prior 
to  such  action;  and 

Resolved,  That  the  officers  and  directors  of  the  corporation  be,  and  they  are  hereby, 
requested  to  hereafter  wholly  desist  from  all  endeavor  to  control  the  iron  and  steel 
market,  or  to  secure  the  control  of  existing  corporations  which  are  competing  with  it, 
imtil  the  Federal  and  State  laws  shall  be  so  modified  as  to  make  such  action  legal, 
and  then  only  when  it  shall  appear  to  the  directors,  in  the  exercise  of  their  discretion, 
to  be  legal,  advisable,  and  for  the  ultimate  good  and  gain  of  the  company. 

Mr.  Gary.  I  think  that  resolution  was  offered  by  Mr.  Hodge;  and 
it  might  be  interesting  to  know  how  much  of  a  stockholder  he  was.  I 
do  not  remember  now. 

Mr.  LiNDABURY.  I  think  his  previous  record  as  a  litigant  with  the 
Steel  Co.  ought  also  to  be  brought  out. 
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Mr.  LrrTLETON.  By  the  way,  in  fairness,  had  Mr.  Hodge  been  a 
previous  litigious  contestant  or  yours  ? 

Mr.  Gaby.  Yes;  he  had.  He  is — ^well,  I  do  not  want  to  charac- 
terize him. 

Mr.  Littleton.  The  fact  can  be  stated.  It  ought  to  be  stated, 
because  this  isgoing  on  the  record. 

Mr.  Gaby.  Well,  I  do  not  beUeve  Mr.  Hodge  was  interested  at  that 
time  in  the  welfare  of  the  stockholders  of  the  Tennessee  Coal  &  Iron 
Co.,  or  the  stockholders  of  the  United  States  Steel  Corporation,  or  in 
the  Government,  or  in  the  people  generally. 

Mr.  Littleton.  Was  he  a  stoclmolder.  Judge  Gary  ? 

Mr.  Gaby.  I  think  he  was  to  a  very  smaU  extent.  That  is  my 
recollection. 

Mr.  LiNDABUBY.  The  committee  will  find  the  record  that  I  alluded 
to  in  the  New  Jersey  equity  reports,  in  several  volumes — ^Hodge  v. 
The  United  States  Steel  Corporation. 

Mr.  Littleton.  The  record  of  this  protest,  be  it  ever  so  heavy  or 
light,  is  a  part  of  the  record  of  the  Umted  States  Steel  Corporation's 
mmutes  of  that  date,  is  it  not  9 

Mr.  Gaby.  I  have  no  doubt  it  is. 

Mr.  Littleton.  And  that  resolution  was  defeated,  was  it  not,  by 
the  action  of  the  stockholders  9 

Mr.  Gaby.  No  doubt.  I  doubt  if  there  was  more  than  one  vote  in 
favor  of  the  resolution. 

Mr.  Littleton.  The  papers  say  as  follows — ^and  I  quote  this  with 
the  understanding  that  that  was  followed  by  a  statement  by  you, 
and  I  submit  it  to  you  for  your  indorsement  or  correction: 

In  offering  the  reaolution,  Mr.  Hodge  read  from  a  statement  iasued  by  ex-President 
Roosevelt  to  the  effect  that  Judge  Gary  and  H.  G.  Frick  had  told  him  tnat  the  United 
States  Steel  Coipoiation  would  not  liave  considered  the  purchase  of  the  Tennessee 
Goal  &  Iron  Co.  except  for  the  purpose  of  relieving  the  stress  of  the  panic.  Mr.  Gary 
replied  that  the  statement  attributed  to  Mr.  Roosevelt  was  not  entirely  accurate. 
He  said  that  that  may  have  been  Mr.  Roosevelt's  interpretation  of  the  situation,  but 
was  not  quite  correct.  He  explained  that  the  Steel  Gorporation  had  considered,  prior 
to  that  time,  the  acquisition  of  the  Tennessee  property,  but  the  deal  had  fallen  through. 

Is  that  a  correct  quotation  from  an^hing  you  said  ? 

Mr.  Gaby.  I  do  not  think  it  is.  I  think  imay  have  said  that  we 
had,  in  one  way  or  another,  been  requested  to  Duy  it,  but  had  de- 
clined to  do  so. 

Mr.  Littleton.  Your  purported  statement  proceeds  further: 

Eventually  it  intended  to  secure  the  Tennessee  concern,  but  the  immediate  cause 
for  the  closing  of  the  deal  at  Uie  time  was  brought  about  by  the  panic  conditions. 

Mr.  Gary.  No  ;  that  can  not  be.  That  is  not  accurate,  I  am  very 
sure,  because  we  had  no  such  intention.  What  paper  was  that  pul>- 
lished  in? 

Mr.  Littleton.  The  World  of  April  20,  1909. 

Mr.  Gaby.  I  do  not  think  it  is  accurate.  Possibly  we  have  a 
stenographic  report  of  what  I  said.  I  am  not  sure.  It  is  doubtful, 
I  should  think. 

Mr.  Littleton.  Was  there  any  cash  consideration  in  the  pur- 
chase of  the  Tennessee  Coal  &  Iron  Co?  It  seems  to  me  that  I  got 
some  impression  that  there  was. 

Mr.  Gaby.  No  ;  there  was  none,  except  we  had  to  pav  immediately 
several  hundred  thousand  dollars  of  past  due  indebtedness.     I  have 
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heretofore  given  the  figures  of  the  amounts  we  paid.  I  think  there 
was  over  $4,000,000  current  indebtedness  of  the  company,  and  quite 
a  percentage  of  it  was  past  due. 

Mr.  LmLETON.  I  thmk  you  have  not  got  the  point  I  made.  Was 
there,  in  the  exchange  of  tne  bonds  for  the  stock,  any  cash  consider- 
ation 1 

Mr.  Gaby.  No. 

Mr.  Gabdneb.  Judge  Gary,  you  stajted  a  little  while  ago  that  they 
issued  $30,000,000  from  the  treasury  bonds. 

Mr.  Gaby.  I  did  not  give  the  amount. 

Mr.  Gabdneb.  Well,  that  was  the  amount  *  and  your  annual  report 
for  1907  shows  that  you  expended  four  millions  and  odd  in  casn  to 
buy  additional  bonds  in  the  open  market.  Possibly  that  is  the  thing 
to  which  Mr.  Littleton  refers.    That  appears  in  your  report  for  1907. 

Mr.  LrrTLETON.  There  was  a  statement  in  there  about  some  five 
or  six  hundred  thousand  dollars. 

Mr.  Gaby.  My  impression  is  now  that  we  had  about  $30,000,000 
of  bonds  in  the  treasury  which  had  not  been  sold 

Mr.  Gabdneb.  That  is  what  your  report  says. 

Mr.  Gaby  (continuing).  That  this  purchase  required  a  good  deal 
more:  and  that  the  additional  bonds  were  bonds  which  we  had  pre- 
viously purchased  in  the  market.     I  am  not  sure  about  that. 

Mr.  Gabdneb.  Your  statement  is  this: 

Of  the  ten-eixty-year  5  per  cent  sinking-fimd  gold  bonds  delivered  as  abcve, 
$30,000,000  thereof  were  bonds  of  this  issue  held  in  the  corporation's  treasury,  which 
had  been  executed  and  certified  in  1903,  as  authorized  by  the  directo»  ana  stock- 
holderB.  The  balance  of  the  bonds  delivered  for  the  purpose  aforesaid  was  acquired 
by  the  corporation  through  piurchase  in  the  open  market. 

And  as  far  as  your  report  shows,  that  balance  consisted 
of  $4,654,000. 

Mr.  Gaby.  That  is  true;  and  that  is  what  those  bonds  cost  us. 
But  I  think  we  had  purchased  all  or  most  of  those  bonds  prior  to  that 
time,  and  held  them  also  in  the  treasury.    That  is  my  recollection^ 

Mr.  Gardner.  They  were  not,  then,  these  $30,000,000  which  had 
been  executed  and  certified  in  1903  ? 

Mr.  Gary.  No. 

Mr.  Littleton.  Mr.  Chairman,  I  suggest  that  we  adjourn  xmtil  2 
o'clock. 

(The  committee  thereupon  took  a  recess  until  2  o'clock  p.  m.  ol  the 
same  day.) 

AFTER   RECESS. 

STATEHEITT  OF  ME.  ELB£ST  H.  (UB7— Contuuied. 

Mr.  Bartlett.  Judge  Gary,  you  spoke  about  the  contract  between 
the  United  States  Steel  Corporation  and  Schley  and  other  parties 
with  reference  to  the  purchase  of  this  stock.  Is  this  a  copy  of  the 
other  agreement  ?  ^^ 

Mr.  LiNDABURY.  It  is  so  understood,  and  it  was  prepared  by  our 
people. 

Mr.  Bartlett.  That  is  the  copy  you  furnished  the  committee  ia 
response  to  our  request  ? 

Mr.  LiNDABURY.  That  is  correct.  It  is  a  compared  copy  of  the 
original. 
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Mr.  Gaby.  I  have  no  doubt  this  is  correct. 

Mr.  Babtlett.  You  are  willing  for  that  to  go  in  the  record  as  a 
correct  copy  ? 

Mr.  Gary.  Yes. 

Mr.  Young.  This  is  a  contract  in  relation  to  the  loan,  is  it  not — not 
in  regard  to  the  purchase  % 

Mr.  Gary.  Yes. 

Mr.  LiNDABURY.  The  $1,200,000  loan. 

Mr.  Gary.  This  is  a  contract  between  the  United  States  Steel  Cor- 
poration and  the  members  of  the  firm  of  Moore  &  Schley,  under  which 
the  United  States  Steel  Corporation  loaned  $1,200,000  ^' steel  sec- 
onds," so  called,  and  took  as  security  for  the  return  of  them  within 
a  certain  date  $2,000,000  par  value  of  the  Tennessee  Coal  &  Iron  Co. 
stock. 

Mr.  LiNDABUBY.  Your  attention,  perhaps,  ought  to  be  called  to 
the  fact  that  there  is  attached  to  the  contract  a  copy  of  a  letter  from 
Moore  &  Schley  to  Richard  Trimble,  treasurer,  unaer  date  of  Novem- 
ber 7,  1907,  receipting  for  the  bonds.  I  understand  that  a  copy  of 
that  also  was  attached  to  the  orimnal,  which  the  committee  had 
before  it  the  other  day.  They  had  oeen  kept  together,  and  with  the 
permission  of  the  committee  1  presume  they  may  go  in  together.  It 
is  simply  an  acknowledgment  of  the  consummation  of  the  contract. 

(The  two  papers  above  referred  to  are  as  follows :) 

Agreement,  made  this  23d  day  of  October,  1907,  by  and  between  the  United  States 
Steel  Corporation,  a  corporation  organized  and  exiotine  under  the  laws  of  the  State 
of  New  Jersey,  party  ot  the  first  part  (hereinafter  called  ''the  firet  party 'M,  and 
Grant  B.  Schley,  Grant  B.  Schley,  jr.,  Wataon  B.  Dickerman,  Henry  P.  Chilton, 
and  Kenneth  B.  Schley,  composing  tne  firm  of  Moore  &  Schley,  part  of  the  second 
part  (hereinafter  called  "the  second  party 'M: 

Witnesseth  that  in  consideration  of  the  mutual  agreements  hereinafter  contained 
and  of  |l  in  hand  paid  by  each  of  the  parties  to  the  other,  receipt  of  which  is  hereby 
acknowledged,  it  is  mutually  covenanted  and  agreed  as  follows: 

First.  Upon  the  execution  of  this  agreement  the  first  party  has  delivered  to  the 
second  pairty  bonds  of  the  United  States  Steel  Corporation,  known  as  ten-aixty-year 
5  per  cent  sinkinj;  fund  gold  bonds  issued  under  tne  indenture  dated  Anril  1,  1903, 
between  the  United  States  Steel  Corporation  and  the  United  States  Trust  Co.  of 
New  York,  of  the  ag^egate  par  value  of  11,200,000  to  be  held  and  disposed  of  by  the 
second  party  as  heremaiter  provided. 

Second.  Upon  the  signine  of  this  agreement  the  second  party  has  delivered  to  the 
first  party  projperly  assiniea  or  transferred  shares  of  the  capital  stock  of  the  Tennessee 
Coal,  Iron  &  Railroad  (%.,  a  corporation  organized  and  existing  under  the  laws  of  the 
State  of  Tennessee,  of  the  par  value  of  $2,000,000,  such  stock  to  be  held  and  disposed 
of  bv  the  first  party  as  hereinafter  provided. 

Third.  On  or  before  April  23,  1908,  the  second  party  will  deliver  to  the  first  party 
bonds  of  the  United  States  Steel  Corporation  known  as  ten-sixty-year  5  per  cent 
sinking  fund  gold  bonds,  issued  under  the  indenture  dated  April  1,  1903,  oetween 
the  United  States  Steel  Corporation  and  the  United  States  Trust  Co.  of  New  York, 
to  the  aggregate  par  value  of  $1,200,000,  and  will  pay  to  the  first  party  any  and  all 
interest  which  prior  to  said  last-mentioned  day  shall  have  accrued  and  shall  have 
been  paid  bv  the  United  States  Steel  Corporation  upon  the  said  bonds  so  delivered 
to  the  second  party  as  aforesaid. 

Foorth.  Upon  the  delivery  of  the  said  bonds  to  the  first  party  as  provided  in  the 
foregoing  article  of  this  agreement,  the  first  party  will  deliver  to  the  second  party  or 
its  assigns  stock  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  of  the  par  value  of 
S2,000,wX)  and  will  pay  to  the  second  party  all  dividends  which  shall  theretofore  have 
been  received  by  the  fiist  party  in  respect  of  such  shares  of  stock. 

'Fihh.  It  is  expressly  covenanted  and  afi;reed  that  time  is  of  the  essence  of  this  con- 
tract, and  that  in  the  event  that  the  secona  party  shall  fail  to  deliver  to  the  first  party 
on  or  before  April  23, 1908,  bonds  of  the  United  States  Steel  Corporation  as  hereinbe- 
fore provided,  then  and  thereupon  the  first  party  shall  have  the  absolute  and  optional 
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right  either  (1)  to  retain  and  own  the  said  shares  of  the  capital  stock  of  the  Tennessee 
Goal,  Iron  &  Railroad  Co.  of  the  par  value  of  $2,000,000  delivered  to  the  first  partv  ae 
aforesaid,  or  (2)  to  demand  and  collect  from  the  second  part^  an  amount  which  shall 
be  equivalent  to  the  market  value  on  April  23, 1908,  of  the  said  bonds  of  the  aggregate 
par  value  of  $1,200,000  so  delivered  to  the  second  party  as  aforesaid,  together  with  any 
and  all  interest  which  shall  have  accrued  upon  the  said  bonds  between  October  23, 
1907,  and  April  23, 1908,  whether  paid  or  unpaid. 

Sixth.  The  second  party  does  hereby  covenant,  asree,  and  warrant  that  the  market 
value  of  the  said  bonds  on  April  23, 1908,  shall  not  be  less  than  the  market  value  thereof 
on  October  23, 1907;  and  that  in  the  event  that  the  first  party  shall  exercise  its  option 
to  demand  and  collect  from  the  second  part>[  the  value  of  said  bonds,  and  if  the  market 
value  of  the  said  bonds  shall  be  less  on  April  23.  1908,  than  on  October  23,  1907,  then 
the  second  party  will  pay  in  cash  upon  demana  to  the  fiirst  party,  in  addition  to  the 
market  value  of  said  $1,200,000  par  value  of  said  bonds  on  Apnl  23, 1908,  the  difiference 
between  the  market  value  of  said  $1,200,000  par  value  of  said  bonds  on  April  23,  1908, 
and  on  October  23, 1907.  In  the  event  that  the  first  party  shall  not  exercise  its  option 
to  retain  and  own  the  said  shares  of  the  capital  stock  of  the  Tennessee  Goal,  Iron  A 
Railroad  Co.,  but  shall  demand  and  collect  from  the  second  party  the  monevs  herein- 
before referred  to,  the  first  party  will  deliver  to  the  second  party  the  shares  of  the  capi- 
tal stock  of  the  Tennessee  Coal.  Iron  &  Railroad  Co.  so  delivered  as  aforesaid. 

Seventh.  This  agreement  snaU  bind  and  be  for  the  benefit  of  the  successors  and 
assigns  of  both  of  the  parties  hereto. 

In  witness  whereof  these  presents  have  been  duly  executed  by  the  parties  hereto 
the  day  and  year  first  above  written. 

Unfted  States  Steel  Cobporation, 

[seal.]  By  E.  H.  Gary,  Chaimum, 

Attest: 

RiCHABD  Trimble,  Secretary. 

(Witnesses:  A.  0.  Allen,  C.  L.  C.  de  Ganque,  Jno.  P.  Downey,  Geo.  Lyons,  J.  E. 
Dempsey,  C.  A.  Hutchinson,  Moore  &  Schley,  Grant  B.  Schley,  Watson  B.  Dicker- 
man,  Henry  P.  Chilton,  Grant  B.  Schley,  jr.,  K.  B.  Schley.) 


November  7,  1907. 
Mr.  Richard  Trimble, 

Treasurer  United  States  Steel  Corporation^ 

77  Broadway f  New  York, 

Dear  Sir:  Referring  to  the  agreement  made  October  23,  1907,  between  the  United 
States  Steel  Corporation  and  the  firm  of  Moore  A  Schley,  which  agreement  provides 
that  on  or  before  Apiil  23, 1908.  the  firm  of  Moore  &  Schley  shall  diliver  to  the  United 
States  Steel  Corporation  bonos  of  the  United  States  Steel  Corporation  known  as 
ten -sixty-year  5  per  cent  sinking  fund  gold  bonds,  to  the  aggregate  par  value  of 
$1,200,000,  and  that  upon  the  delivery  of  the  said  bonds  the  Steel  Corporation  shall 
deliver  to  Moore  &  Schley,  or  its  assigns,  stock  of  the  Tennessee  Coal,  Iron  &  Railroad 
Co.  of  the  par  value  of  $2,000,000,  we  now  deliver  to  you  the  bonds  above  mentioned 
of  the  par  value  of  $1,200,000,  and  we  acknowledge  receipt  from  you  this  day  of  stock 
of  the  Tennessee  Coal,  Iron  &  RaiLoad  Co.,  above  mentioned,  of  the  par  value  of 
$2,000,000. 

It  is  our  understanding  that  this  delivery  of  bonds  to  you  and  of  stock  to  us  fulfills 
all  of  the  requirements  of  said  contract  of  October  23,  1907,  and  that  said  contract  is 
thereby  terminated. 

Vouw,  truly,  Moore  St  Schley. 

Mr.  Littleton.  Judge  Gary,  I  have  been  asked  by  Mr.  Lindabury 
to  ask  you  this  question:  Could  you  safely  have  loaned  so  large  an 
amount  [referrin£^  to  the  bonds  of  the  Steel  Co.]  upon  the  Tennessee 
Coal  &  Iron  Co.  s  stock  except  for  the  opportunity  to  secure  your 
loan  by  development  of  the  propertv  ? 

Mr.  Gary.  In  the  first  place,  at  tKat  time  it  was  not  a  practicable 
question,  I  think,  to  make  a  loan  of  that  amount  of  money,  because 
we  could  not  have  done  it  without  very  seriously  disturbing  our  bank- 
ing relations,  and  thereby  adding  fuel  to  the  fmancial  flame.  More- 
over, in  my  opinion,  the  security  would  have  been  inadequate  and  the 
stockholders  probably  would  have  ground  of  complaint.     ^Vhile  j'ou 
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mi^ht  say  that  the  stock  itself  then  would  not  be  of  sufficient  value 
to  justify  the  exchange,  yet  it  gave  us  a  chance  to  invest  more  money 
in  the  Birmingham  district,  improve  and  extend  the  properties,  and 
eventually  work  out  of  the  property  enough  to  justify  the  purchase. 
I  give  vou  our  conclusions  in  r^ard  to  that. 

Mr.  LiTTLfcTON.  That  is  all,  Mr.  Gardner. 

Mr.  Gary.  May  I  add  to  what  was  said  this  morning  that  I  would 
not  like  to  be  considered  as  agreeing  with  the  gentlemen  from  Pitts- 
burg that  the  Pittsburg  coal  is  the  best  fuel  codi  in  the  world.  I  do 
not  agree  with  that,  although  it  is  very  good  steam  coal.  Perhaps 
you  mow  that  the  Government  of  the  United  States,  in  making 
tests,  and  thereby  desiring  the  very  best  steam  coal  that  can  be 
secured,  is  in  the  habit  of  using  what  is  called  Pocahontas  coal,  which 
involves  not  only  the  Pocahontas  district  but  a  great  deal  of  coal 
outside. 

The  Chairman.  I  should  judge  that  would  be  a  mere  matter  of 
opinion,  about  which  probably  you  would  not  be  bound  and  the 
committee  would  not  be  concerned.    All  right,  Mr.  Gardner. 

Mr.  Gardner.  In  the  first  place,  Judge,  In  expressing  myself,  I  am 
going  to  dissent  from  the  agreement  entered  into  between  you  and  the 
chairman  to  s]>eak  of  the  transaction  at  the  White  House  as  a  tacit 
acquiescence  on  the  part  of  President  Roosevelt.  I  do  not  say  that 
it  was  not,  but  I  prefer  to  use  his  own  words — that  he  felt  it  no  public 
duty  of  his  to  interpose  any  objection. 

In  testifying  the  other  day  you  stated  that  on  October  23,  1907, 
you  received  $2,000,000  worth  of  the  stock  of  the  Tennessee  Coal  & 
Iron  Co.  in  return  for  a  loan  of  $1,200,000  of  your  second-mortgage 
fives  at  a  valuation  of  about  60  per  cent. 

Mr.  Gary.  As  security  for  the  return  of  the  bonds. 

Mr.  Gardner.  Do  you  know  whether  that  stock  was  part  of  this 
syndicate's  stock  ? 

Mr.  Gary.  I  do  not  know.  I  supposed  at  the  time  that  it  was 
stock  which  actually  belonged  to  Moore  &  Schley. 

Mr.  Gardner.  As  contradistinguished  from  stock  belonging  to 
Grant  B.  Schley  ? 

Mr.  Gary.  I  supposed  so  at  that  time.  The  fact  that  the  agree- 
ment was  signed  by  Moore  &  Schley  and  the  individual  members  of 
the  firm  -may  have  led  me  to  that  conclusion.  I  have  no  knowledge 
on  that  subject,  Mr.  Gardner. 

Mr.  Gardner.  You  would  not  assume,  then,  that  it  was  some 
$2^000,000  worth  of  their  holding,  or  that  which  had  been  deposited 
with  them  as  collateral  in  the  formation  of  this  pool — that  it  was  some- 
ij^ng  entirely  outside  the  pool  ? 

Mr.  Gary.  I  do  not  know  either  way. 

Mr.  Gardnjbr.  There  was  an  agreement  made  at  that  time  that  the 
bonds  must  be  returned  by  Apm  23,  1908,  or  ebe  this  stock  would 
become  your  absolute  property ! 

Mr.  Gary.  That  is  true. 

Mr.  Gardnsr.  As  a  matter  of  fact,  how  was  that  transaction  ulti- 
mately settled  ? 

Mr.  Gary.  My  recollection  is  that  that  stock  was  taken  over  bv  us 
in  October  as  a  part  of  the  purchase  of  the  Tennessee  stock,  and  tnose 
bonds  applied  in  the  same  way  that  the  other  bonds  were  applied  in 
making  tne  exchange  during  the  panic. 
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Mr.  Gabdner.  In  other  words,  that  ultimately  you  paid  for  that 
stock  100,  instead  of  a  price  of  60,  at  which  it  was  utlimately  to  revert 
to  you  in  the  following  April  ? 

Mr.  Gaby.  Yes. 

Mr.  Gabdneb.  They  turned  it  in,  in  other  words,  probably,  at  100  f 

Mr.  Gaby.  Yes.  That  was  closed  out  in  that  way  and  referred  to 
in  the  letter,  a  copy  of  which  has  been  attached  to  the  record. 

Mr.  Gabdneb.  You  have  stated  that  you  suspected,  though  you 
knew  nothing  of  it,  that  the  reason  Moore  &  Scnley  could  not  take 
$6,000,000  in  one  form  or  another  (either  in  the  form  of  bonds  or 
money)  and  get  out  of  their  financial  embarrassment  mi^ht  be  that 
they  were  bound  by  the  conditions  of  their  sjoidicates,  which  was  that 
they  should  all  hang  together,  and  that  without  unanimous  consent 
they  could  not  sell  out  at  a  loss  ? 

Mr.  Gaby.  I  have  stated  that  as  a  possible  solution  of  the  conditions. 

Mr.  Gabdneb.  And  yet  here  was  $2,000,000  worth  of  stock  which 
was  apparently  transferred  to  you  at  a  possible  chance  of  selling  it 
at  60,  at  a  loss.     How  do  you  account  for  that  ? 

Mr.  Gaby.  I  account  for  it  on  the  basis  that  either  Moore  &  Schley 
or  some  of  them  had  stock  which  was  outside  of  the  syndicate,  and 
which  made  up  this  $2,000,000,  or  that  Messrs.  Moore  &  Schley  may 
have  used  that  in  the  same  way  that  they  used  stock  at  the  banks— 
in  putting  it  up  as  collateral  security,  expecting  to  get  it  back. 

Mr.  Gabdneb.  But  this  was  a  somewhat  unusual  condition,  was  it 
not — that  after  a  certain  date  it  should  become  the  property  of  the 
Steel  Ck)rporation,  instead  of  being  sold  ? 

Mr.  Gaby.  Yes;  but  you  must  remember,  Mr.  Gardner,  that  with 
reference  to  that  first  transaction  we  dealt  with  Mr.  Schley  alone. 
In  the  next  transaction,  during  the  panic,  I,  in  behalf  of  the  United 
States  Steel  Corporation,  dealt  with  Mr.  Ledyard  alone.  Mr.  Ledyard 
was  the  attorney  of  Col.  Payne.  Col.  Payne  was  one  of  the  customers 
of  Moore  &  Schley  and,  I  think,  was  a  large  creditor  of  Moore  &  Schley. 
He  was  familiar  with  these  transactions.     It  was  he  who  first  sug- 

fested,  I  think,  the  posssibility  of  the  United  States  Steel  Corporation 
uying  the  stock.  lie  was  thoroughly  familiar  wth  the  transactions 
at  that  time;  and  it  would  have  been  more  difficult  for  Schley  at  that 
time  to  deal  independently  of  other  members  of  the  s^mdicate.  Of 
course  I  am  traveling  to  some  extent  in  the  realm  of  speculation,  I 
must  admit.     I  do  not  know  the  facts. 

Mr.  Gabdneb.  We  have  traced  certain  stock  in  the  hands  of  Moore 
&  Schley,  or  Grant  B.  Schley,  on  October  23,  which  they  apparently 
hypothecated  with  you  in  violation  of  what  in  the  evidence  before 
the  Senate  Committee  on  Judiciary  and  Mr.  Gates's  evidence  has 
apparently  been  understood  as  a  condition  of  that  syndicate,  to  wit: 
That  it  should  not  be  sold  at  a  loss.  The  reason  I  am  asking  you 
these  questions  is  in  connection  with  the  line  taken  by  Mr.  Littleton 
this  morning.  You  indicated  this  morning  that  at  the  time  of  the 
Morgan  library  meetings  you  had  some  Lutimation  or  suspicion  that 
the  total  amount  of  Moore  &  Schley's  indebtedness  secured  by  stock 
of  the  Tennessee  Coal  &  Iron  Co.  amounted  to  about  $6,000,000.  It 
has  developed  later  that  that  was  the  fact;  but  you  said  sometliing 
this  morning  that  led  me  to  think  that  at  the  time  you  suspected  it 
to  be  the  fact;  that  is,  the  examination  of  Mr.  Joyce  and  somebody 
else  had  led  you  to  believe  it  was  the  fact.     Am  I  correct  in  that  ? 
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Mr.  Gary.  That  I  suspected  what,  Mr.  Gardner  ? 

Mr.  Gardner.  That  Moore  &  Schley's  indebtedness  based  on  Ten- 
nessee Coal  &  Iron  Co.  stock  amounted  to  about  $5,000,000  or 
$6,000,000  ? 

Mr.  Gary.  I  suspected  at  that  time,  when  Mr.  Ledyard  reported  to 
me  that  the  loan  by  our  corporation  to  Moore  &  Schley  of  nve  or  six 
million  dollars  would  not  relieve  them,  w;ould  not  help  the  situation, 
or  at  least  cure  the  diiHculties,  that  the  indebtedness  of  Moore  &  Schley 
which  was  secured  by  Tennessee  Coal  &  Iron  stock  was  much  larger 
than  five  or  six  millions.  But  since  that  time  I  have  reached  the 
other  conclusion  as  a  possible  answer  to  the  difficulty;  and  I  hope 
you  will  not  assume  that  I  have  said  I  know  that,  Mr.  Gardner,  be- 
cause I  do  not.     I  may  be  mistaken  when  I  conjecture. 

Mr.  Gardner.  When  you  say  you  suspected  it  to  be  much  larger, 
how  much  larger  do  you  meani 

Mr.  Gaby,  l  could  only  answer  that  by  saying  that  Mr.  Ledyard 
said: 

There  is  no  jpoesible  way  of  relieving  this  situation  unless  the  United  States  Steel 
Coipomtion  will  buy  the  whole  of  this  syndicate's  stock. 

And  I  accepted  his  statement  as  true;  I  relied  upon  it  and  consented 
to  the  purchase  on  those  conditions  and  on  those  representations. 

Mr.  Gardner.  You  testified  that  it  was  understood  that  you  would 
oflfer  to  loan  Mr.  Schley  either  five  or  six  million  dollars  in  cash;  that 
that  was  in  addition  to  what  Col.  Payne  had  agreed  to  give,  and  two 
parties  unknown,  making  a  total  of  $9,000,000  ? 

Mr.  Gary.  Yes;  and  all  I  know  about  those  other  loans  is  what 
Commodore  Ledyard  said  to  me,  and  I  hope  you  will  haveTiim  before 
this  committee. 

Mr.  Gardner.  What  reasons  had  you  to  think  that  $9,000,000 
would  take  care  of  the  situation  ? 

Mr.  Gary.  That  it  would  or  would  not  ? 

Mr.  Gardner.  That  it  would,  when  you  and  Mr.  Frick  determined 
that  that  would  be  your  proposition  ? 

Mr.  Gary.  Let  me  tell  you  a  little  more  clearly  just  how  tliat  came 
up.  I  got  the  impression  first  that  the  indebtedness  of  Moore  & 
Schley  secured  by  Tennessee  Coal  &  Iron  stock  amounted  to  either 
five  or  six  million  dollars,  I  am  not  certain  which,  and  Mr.  Frick,  who 
was  very  much  opposed  to  buying  the  stock,  all  of  which  had  been 
offered  to  us  at  the  start,  suggested  that  we  make  a  loan  of  this 
amoimt  to  Moore  &  Schley  in  order  to  help  the  financial  conditions. 
I  offered  that  to  Mr.  Ledyard,  who  consulted  with  somebody,  some 
person  or  persons,  and  came  back  to  me  with  the  statement  that  the 
amount  proposed  to  be  loaned  was  not  sufficient;  and  not  only  that, 
that  Col.  Payne,  as  I  remember,  had  offered  to  advance  another 
million,  and,  as  I  remember  it,  other  persons  two  more  millions;  but 
tliey,  abided  to  the  amount  which  we  proposed  to  loan,  would  not 
relieve  Moore  &  Schley  of  their  difficulties,  and  that  there  was  no 
other  way 

Mr.  Gardner.  In  the  first  instance  you  supposed,  apparently,  that 
the  situation  could  be  taken  care  of  by  your  loaning  $5,000,000  or 
$6,000^000 ;  and  as  it  turned  out  later,  so  far  as  Schley^  hypothecated 
securities  of  the  Tennessee  Coal  &  Iron  Co.  were  concerned,  they  did 
amount  to  about  $6,000,000.     You  said  this  morning,  in  response  to 
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Mr.  Littleton,  that  you  had  never  considered  the  proposition  of  lend- 
ing Moore  &  Schley  $6,000,000  of  second  mortgage  bonds  in  order  to 
avoid  the  necessity  of  the  United  States  Steel  Corporation  buying  for 
thirty-four  millions  some  property  which  they  only  thought  was 
worth  65  per  cent  of  the  amount  that  they  had  to  pay.  You  said  that 
had  never  been  thought  of. 

Mr.  Gary.  I  do  not  remember  that  there  was  any  suggestion  of 
loaning  bonds  for  that  amount. 

Mr.  Gardneb.  But  there  was  this  suggestion  of  loaning  money ! 

Mr.  Gary.  Yes ;  loaning  money. 

Mr.  Gardner.  And  as  things  have  turned  out  in  Mr.  Schley's  evi- 
dence, the  loan  of  that  money  would  have  been  sufficient  to  have 
relieved  themirom  that  position.  Now,  let  me  ask  you  this:  They 
were  indebted  not  only  for  those  $6,000,000  which  were  secured  by 
approximately  100,000  shares  of  Tennessee  Coal  &  Iron  stock,  but 
they  were  indebted  for  $24,000,000  more,  or  thereabouts;  as  I 
recollect  it,  $30,000,000,  or  thereabouts,  was  their  total  indebtedness  ? 

.Mr.  Gary.  Thirty  odd  milUons^  I  believe. 

Mr.  Gardner.  Thirty  odd  millions.  Were  any  other  of  their 
securities  called  in  question  ? 

Mr.  Gary.  That  I  do  not  know;  I  can  not  answer. 

Mr.  Gardner.  But  so  far  as  you  know  ? 

Mr.  Gary.  I  have  no  knowledge  on  the  subject.  '  It  is  because  it  is 
claimed  now,  or  has  been  claimed  since  that  time,  by  Mr.  Schley,  that 
he  only  had  in  the  banks  about  five  or  six  millions  secured  by  the 
Tennessee  Coal  &  Iron  stock,  and  the  further  fact  that  immediately 
after  the  contract  was  made  all  of  the  stockholders  of  the  Tennessee 
Coal  &  Iron  Co.  were  apparently,  very  anxious  to  make  the  exchange. 

Mr.  Gardner.  I  quite  concede  that  tl:ey  showed  they  thought  it 
was  a  good  price;  the  minority  all  came  in. 

Mr.  Gary.  That  is  why  I  suspect  that  there  was  some  reason  why 
Moore  &  Schley  could  not 

Mr.  Gardner.  I  know.  Now,  here:  Moore  &  Schley  could  not 
have  hypothecated  much  more  than  100,000  shares;  and  with  30 

¥er  cent  margin  that  would  figure  out  about  $6,000,000  of  loans, 
'hey  only  had  118,000  in  the  wnole  syndicate,  as  I  understand  it. 

Mr.  Gary.  I  think  there  were  in  their  name  130,000  odd  shares  at 
that  time.     That  is  my  recollection.     I  may  be  in  error. 

Mr.  Gardner.  Probably  a  good  many  of  those  were  in  their  strong 
box,  where  they  could  not  borrow  on  them. 

A£r.  Gary.  I  do  not  know. 

Mr.  Gardner.  It  appears  that  you  thought  at  one  time  that  this 
whole  difficulty,  so  far  as  Moore  &  Schley  was  concerned,  could  be 
settled  by  a  loan  of  $6,000,000  in  addition  to  what  other  people  had 
loaned,  as  Schley's  testimony  shows;  and  even  if  you  took  the  whole 
130,000  shares  and  suppose  them  to  be  hypothecated,  that  $9,000,000 
would  have  been  sufficient  to  take  that  stock  out  of  the  bank  and  give 
them  some  bonds  that  would  be  satisfactory.  Nov^  let  me  ask  you 
this  question:  Suppose  Moore  &  Schley's  stock  had  been  taken  care 
of,  would  the  bam^  at  once  have  called  loans  for  which  some  other 
member  of  that  syndicate  had  put  up  Tennessee  Coal  &  Iron  stock  as 
security  ? 

Mr.  Gary.  There  is  no  doubt  of  that;  and  that  may  furnish  a 
solution  of  this,  to  my  mind,  somewhat  mysterious  condition  of 
affairs. 


UNITED  STATES  STEEL  COBPORATION.  187 

Mr.  Gardneb.  That  would  have  been  a  small  proportion,  however, 
of  the  syndicate  shares,  assuming  that  they  had  risen  as  hi^h  as 
130,000  at  that  time.  If  I  understood  your  testimony,  or  somebody 
else's — I  have  got  a  mass  of  it  in  my  mind,  but  I  think  it  was  yours — 
the  Trust  Company  of  America — was  that  it — asked  for  how  much 
money  in  the  clearing  house  ? 

Mr.  Gaby.  Oh,  they  did  not  get  it  from  the  clearing  house;  they 
got  from  Mr.  Morgan  and  other  associated  bankers  $10,000,000. 

Mr.  Gardneb.  Yes;  but  did  they  not  ask  it  first  of  the  clearing 
house,  and  was  there  not  an  investigation  as  to  the  condition  of 
the  bank  ? 

Mr.  Gaby.  Of  course,  I  am  not  famiUar  with  that. 

Mr.  Gabdneb.  I  expect,  perhaps,  that  was  in  Mr.  Gates's  testimony. 

Mr.  Gaby.  I  think  you  will  find  that  the  bankers  advanced  to  that 
trust  company  $10,000,000  at  that  time. 

Mr.  Gabdneb. .  Yes;  but  I  am  tiring  to  get  at  the  first  time  when 
anybody  said  that  "Tennessee  Cioal  &  Iron  had  the  smallpox"; 
because  after  that  was  once  said,  it  is  very  easy  to  see  how  every- 
bodv  would  be  throwing  it  out. 

Afr.  Gary.  You  would  have  to  go  back  a  good  many  years  to  find 
the  date  of  the  first  criticism  of  that  stock. 

Mr.  Gardneb.  At  all  events,  it  could  be  hypothecated  at  par? 

Mr.  Gary.  It  could  at  this  particular  time,  because  of  the  fact 
that  this  syndicate  of  rich  men  nad  secured  a  majority  of  the  stock. 
Of  course,  that  stock  has  had  a  checkered  career. 

Mr.  Gardner.  Mr.  Stanley  asked  this  question: 

As  I  undentand,  going  back  to  this  original  transaction,  there  was  a  certain  bank 
there  in  New  York— the  Trust  Go.  of  America— that  needed  $10,000,000? 

Then  Mr.  Gates  says  that  Mr.  Thome  appUed  to  the  clearing 
house  for  $10,000,000— 

And  that  the  clearing-house  committee  sent  over  a  committee  to  examine  the  anets 
under  his  loans,  and  that  they  claimed  to  him  that  he  had  too  much  Tennessee  Coal 
A  Iron. 

So  far  as  appears  in  this  testimony,  that  is  the  first  time  that  we 
have  found  that  Tennessee  Coal  &  Iron,  with  those  rich  men  back  of 
it,  was  unsatisfactory  as  a  security. 

Mr.  Gary.  I  do  not  believe  that  is  quite  true,  but  it  may  be;  I  do 
not  know.  I  suspect  the  reason  Messrs.  Moore  &  Schley  borrowed 
these  bonds  of  us  some  time  previous  was  because  the  banks  began 
to  object  to  those  securities;  but  I  do  not  know  that. 

Mr.  Gardner.  Is  it  not  the  duty  of  the  national-bank  examiner, 
when  a  situation  like  that  arises,  to  examine  the  assets  of  a  bank  or 
a  trust  company,  &d  express  some  opinion  himself  as  to  the  validity 
of  the  securities  by  whicn  loans  are  secured  i 

Mr.  Gary.  This  was  a  trust  company,  not  a  national  bank.  I  do 
not  know  how  many,  if  any,  of  the  national  banks  had  these  securi- 
ties. The  Trust  Company  of  America  was  not  subject  to  inspection 
by  the  national-bank  examiners. 

Mr.  Gardner.  In  your  opinion,  ought  they  not  to  be — if  that  is 
not  a  digression? 

Mr.  Gary.  Th^  ought  to  be  under  the  inspection  of  some  authority 
equal^  competent.  You  know,  I  presume,  what  they  are  doing  in 
New  York  just  now  to  protect  them. 
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Mr.  Gabdkeb.  I  confess  that  I  should  like  to  have  the  bank  ex- 
aminer subpoenaed  whose  duty  it  was  at  that  time  to  examine  the 
securities  ot  the  national  banks.     Do  you  know  who  it  was  ? 

Mr.  Gabt.  I  do  not;  but  it  would  oe,  if  anyone,  the  State  bank 
examiner,  Mr.  Clark  WiUiams. 

Mr.  Gabdneb.  That  is  to  say,  he  would  be  the  examiner  for  the 
State  of  New  York? 

Mr.  Gaby.  Yes.  The  national-bank  examiner  had  no  access  to  the 
Trust  Company  of  America,  as  I  understand. 

Mr.  Gabdneb.  I  quite  understand  that;  but  there  must  have  been 
other  banks  that  held  tMs  stock. 

Mr.  Gaby.  National  banks  ?  Well,  there  may  have  been;  I  do  not 
know.  I  never  knew  the  list  of  those  banks,  or  knew  anything  about 
them. 

Mr.  Gabdneb.  There  has  been  an  implication  floating  around  in  the 
air  that  there  was  a  general  conspiracy  afoot  to  spread  unjustly  the 
report  that  the  Tennessee  Coal  &  Iron  Co.  had  the  ^'smallpox,"  and 
that  flew  from  bank  to  bank,  and  they  all  began  to  shrink  away.  I 
want  to  find  out  when  that  thing  began,  and  I  want  to  find  out  who 
the  bank  examiner  is  whose  duty  it  would  have  been  (either  State 
or  national)  at  that  time  to  pass  an  opinion  on  that  very  question. 
In  other  words,  I  want  some  impartial  evidence  on  it. 

Mr.  Gaby.  I  do  not  know  just  how  far  this  insinuation  goes,  but  let 
me  say  that  Mr.  Morgan  is  as  free  and  as  far  from  the  possibility  of 
such  a  thought  as  that  as  anyone  could  possibly  be.  Those  who  know 
Mr.  Morgan,  who  are  brought  in  contact  with  him,  know  that  he  never 
does  anything  to  destroy  property.  He  is  the  typical  man  in  this 
country  who  is  a  constructive  man,  who  assists  others  in  time  of 
trouble. 

Mr.  Gabdneb.  Mr.  Gary,  suppose  that  I  agree  with  you  in  that; 
but  suppose  that  I  was  charged  with  the  duty  of  demonstrating  that 
belief,  if  I  have  it,  to  other  people,  would  I  not  then  want  independent 
evidence  of  that  fact,  in  view  of  the  attitude  of  the  public  mind  ? 

Mr.  Gaby.  Certainly. 

Mr.  Gabdneb.  That  is  why  I  ask. 

Mr.  Gaby.  That  is  a  very  proper  question,  and  I  was  going  to 
answer  the  other  part  of  your  question  by  saying  that  it  seems  to 
me  that  there  was  a  State  bank  examiner  at  that  time  whose  duty 
it  was  to  examine  and  pass  judgment  upon  the  values  of  securities 
in  the  different  banks.  At  that  time  the  trust  companies  were  not 
in  the  clearing  house  in  New  York.  They  are  just  going  into  the 
clearing  house,  one  by  one,  and  I  hope  they  will  all  become  members. 
So  far  as  the  trust  companies  of  New  York  are  concerned,  I  doubt 
whether  there  has  been  adequate  supervision  and  protection  up  to 
the  present  time.     I  think  in  Chicago  for  some  years  the  trust  com- 

Eanies,  as  well  as  the  national  banks,  have  been  in  the  clearing  house, 
ut  that  has  not  been  true  of  New  York. 

Mr.  Gabdneb.  Can  you  tell  me  the  name  of  this  New  York  bank 
examiner  ?' 

Mr.  Gaby.  I  think  it  is  Clark  WiUiams. 

Mr.  Gabdneb.  Was  there  any  national-bank  examiner  at  that 
time  who  had  cognizance  of  the  situation  ? 

Mr.  Gaby.  If  any  of  these  securities  were  in  the  national  banks, 
certainly  the  bank  examiner  for  that  district  must  have  known  the 
circumstances. 


UNITED  STATES  STEEL  COBPORATION.  189 

Mr.  Gardner,  Do  you  know  a  Mr.  Hanna;  who  is  a  bank  exami- 
ner there  ? 

Mr.  Gary.  Mr.  Hanna  was  the  bank  examiner  for  the  New  York 
district  at  that  time. 

Mr.  LiNDABURY.  For  the  information  of  the  committee,  if  tliey  do 
not  abeady  know  it,  I  will  state  that  it  is  common  knowledge  that 
Mr.  Clark  Williams  was  in  New  York  night  and  day  during  this  period 
in  close  touch  with  the  situation,  and  he  is  a  man  who  ought  to  be 
able  to  give  the  committee  information. 

Mr.  LriTLETON.  Mr.  Gardner  is  asking  now  about  the  national 
banks,  as  I  understand  it. 

Mr.  LiNDABURY.  I  am  speaking  of  the  State  banks. 

Mr.  Gardner.  Of  course  I  want  to  get  information  as  to  where 
this  story  started;  whether  it  was  (as  has  been  implied)  a  conspiracy 
which  was  on  foot  to  force  the  sale  of  the  Tennessee  Coal  &  Iron  Co., 
taking  advantage  of  a  situation  that  existed  in  the  market,  or  whether 
there  is  no  truth  in  it.  That  is  the  thing  that  I  am  after,  and  it  is  one 
of  the  important  things  to  get  straight  on  in  connection  with  this 
White  House  transaction. 

Mr.  Gary.  May  I  make  one  suggestion?  Any  man  interested  in 
banks  in  New  York  City  at  the  time  of  this  panic  would  not  any  more 
think  of  doing  anything  to  injure  any  other  bank  in  iSfew  York  City 
than  one  of  us  would  think  of  throwing  a  lighted  match  into  a  magar 
zine  of  powder  that  was  very  near  us.  He  could  not  injure  another 
bank  without  injuring  himself,  and  no  decent  man,  no  honest  man, 
no  man  with  sense  enough  to  protect  his  own  interests  in  New  York 
City  would  intentionally  do  anything  to  injure  any  one  bank  or  anyone 
connected  with  a  bank.  The  suggestion,  to  my  mind,  is  the  biggest 
nonsense  that  can  be  imagined. 

Mr.  Gardner.  Everybody  in  the  country  is  not  hearing  your  testi- 
mony at  the  present  instant,  Judge  Gary.     You  must  appreciate  that. 

Mr.  Gary.  Yes. 

Mr.  Gardner.  You  may  be  creating  a  profound  impression,  or  you 
may  not,  on  those  who  are  surrounding  you  when  you  make  that 
statement.  But  if  it  can  be  supported  by  extraneous  evidence,  it  is 
of  immense  value.  If  it  can  be  destroyed  by  extraneous  evidence, 
it  is  of  immense  value. 

Mr.  Gary.  I  hope  you  will  not  think  I  am  criticizing  the  questions. 

Mr.  Gardner.  Not  in  the  slightest. 

Mr.  Gary.  That  is  farthest  from  my  intentions.  But  you  can 
imagine  that  the  inquiry  or  the  suggestion  which  you  have  made  as 
havmg  been  made  by  others  affects 

Mr.  Gardner.  Oh,  you  know  it  is  floating  in  the  air. 

Mr.  Gary.  Well,  I  suppose  it  is. 

Mr.  Gardner.  You  were  speaking  about  Mr.  Gates's  evidence,  in 
which  he  said  he  insisted  on  the  rights  of  the  minority  stockholders; 
and  you  rather  implied  that  Mr.  Gates  had  testified  that  he  had  pro- 
tected the  rights  of  the  minority  stockholders  by  forcing  them  into  a 
forced  sale.  I  think  that  was  the  gist  of  it — that  is,  that  Mr.  Gates 
had  claimed  that  it  was  a  forced  sale^  and  yet  had  taken  credit  to 
himself  for  protecting  the  minority  stockholders  in  giving  them  a 
chance  to  also  be  forced  into  a  sale.     That  was  your  point,  was  it  ? 

Mr.  Gary.  That  may  have  been  an  inference  from  my  testimony, 
I  dislike,  of  course,  to  be  put  in  the  ])ositiou  of  contradicting  or 
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disagreeing  with  the  recollection  of  some  one  else.  Mr.  Gates  did 
state  that  when  he  appeared  before  the  directors  of  the  Tennessee 
Coal  &  Iron  Co.  he  insisted  on  a  resolution  being  adopted  which 
should  permit  the  minority  stockholders  to  sell  their  stocks  at  the 
same  price,  and  that  he  got  a  copy  of  that  resolution. 

Mr.  Gardner.  You  took  that  as  an  evidence  that  Mr.  Gates  at 
heart  really  thought  it  was  a  privilege  he  was  getting  for  the  minority 
stockholders  f 

Mr.  Gary.  I  said  if  it  was  true  it  would  show  that,  but  I  did  not 
find  airy  such  resolution. 

Mr.  GrARDNER.  You  also  said  that  that  message  must  have  come  by 
Marconi,  or  something  of  the  kiQd.  I  want  to  get  the  exact  date  of 
this  transaction,  because,  as  far  as  I  can  make  out.  Mr.  (rates  landed 
on  election  day — ^Tuesday,  I  think,  November  6.  As  a  matter  of  fact, 
as  far  as  I  can  make  out,  it  was  Wednesday.  November  7,  when  the 
meeting  of  the  full  board  of  the  United  otates  Steel  Corporation 
occurred.  In  other  words,  it  was  the  day  after  his  landing,  which 
would  fairly  correspond  with  Mr.  Gates's  statement. 

Mr.  Gary.  The  agreement  for  the  sale  and  purchase  I  think  was 
signed  on  November  6,  after  Mr.  Gates's  return.  The  transaction, 
however,  had  i)een  closed,  had  been  agreed  upon.  The  real  under- 
standing between  Mr.  Schley  and  myself  is  found  in  a  little  lead-pencil 
memorandum  which  I  made  at  the  time,  and  which  was  drawn  up 
and  agreed  to  by  Mr.  Ledyard  and  myself  before  Mr.  Gates's  return. 

Mr.  Gardner.  What  is  the  date  of  that  ? 

Mr.  Gary.  It  is  not  dated,  but 

Mr.  Gardner.  Would  Mr.  Ledyard  remember  the  date  ? 

Mr.  Gary.  I  do  not  know  whetner  he  will  or  not;  I  rather  think  he 
will.  But  it  was  certainly  before  I  had  heard  anything  about  Mr. 
Gates's  connection  with  it;  and  in  that  it  was  expressly  provided 
that  the  United  States  Steel  Corporation  will  also  pay  the  same  price 
and  in  the  same  manner  for  any  additional  stock  of  the  Tennessee 
Coal  &  Iron  Co.  oflFered  within  15  days.     Now,  of  course,  I  am  in  no 

E>8ition  to  say  that  Mr.  Gates  did  not  insist  upon  what  he  now  states, 
e  may  have  sent  that  message  from  the  sea.  Biit  from  the  fact 
that  I  understood  a  day  or  two  before  we  closed  this  transaction 
that  Mr.  Ledyard  would  accept  90  for  the  stock  in  case  we  bought  it, 
and  that  he  came  back  and  said  that  would  not  enable  Moore  & 
Schley  to  obtain  the  necessarjr  relief,  all  of  which  took  place  before 
Mr.  Gates's  return,  I  am  inchned  to  think  he  is  mistaken  in  saying 
that  he  insisted  upon  the  10-point  increase.  But  it  is  not  very  import- 
ant, it  seems  to  me. 

Mr.  Gardner.  I  am  not  so  sure  about  that. 

Mr.  Gary.  Well,  it  may  be. 

Mr.  Gardner.  Then,  as  you  recollect  it,  that  was  accomplished 
before  Mr.  Gates  came  home,  and  he  did  not  force  you  into  it  i 

Mr.  Gary.  Yes. 

Mr.  Gardner.  Then  whr  did  vou  do  it  ?  Why  did  you  take  the 
minority  stock,  if  you  only  considered  that  the  stock  was  worth  65, 
and  if,  by  taking  the  majority  stock  below,  you  could  relieve  the 
financial  situation  ? 

Mr.  Gary.  Because  that  was  a  part  of  the  original  arrangement 
between  Mr.  Ledyard  and  myself.  For  whom  he  spoke  I  do  not 
know.     I  think  Mr.  Ledyard  is  entitled  to  the  credit  of  the  insisting 
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that  the  minority  stockholders  should  have  the  right  to  sell  at  the 
same  price.  That  is  mj  recollection.  If  Mr.  Gates  is  entitled  to 
that,  I  have  no  disposition  to  take  it  from  him;  but  it  was  not  my 
understanding  at  dl. 

Mr.  Oabdnbe.  What  I  am  trying  to  get  in  my  nund.  Judge  Gary — 
and  I  might  as  well  say  it  frankly — is  this:  I  am  tr3ring  to  get  into 
my  mind  whether  the  paramount  motive  of  you  gentlemen  was  to 
relieve  the  financial  situation,  or  whether  the  paramount  motive  was 
not  to  extend  your  proportion  of  control,  but  to  get  a  piece  of  property 
that  was  a  good  property  provided  you  could  ^et  it  cheap  enough  t 
That  is  what  I  am  trying  to  get  into  my  mind  m  asking  tnese  ques- 
tions. Naturally,  I  nist  asked  myself,  ^'Whj  should  tney  buy  any 
more  than  they  needed  to  to  relieve  the  financial  situation  unless  they 
wanted  the  property  1 "  And  there  naturally  arose  this  question  of 
Gates  that  he  had  insisted  on  it,  and  forced  you  into  it.  Now,  you 
have  shown  me  that  the  transaction  was  completed  before  Mr. 
Gates's  return;  and  that  is  why  I  want  to  know  wiiy  you  took  more 
stock  than  was  necessary.  1  am  perfectly  open  to  conviction,  I 
assure  you,  Mr.  Gary,  on  the  question. 

Mr.  Gai^.  The  paramount  and  only  reason  was  to  reUeve  Moore  & 
Schley.  We  would  not  have  considered  the  purchase  on  any  other 
basds.  Of  course  that  is  my  statement,  but  you  will  find  that  that 
is  the  stat^nent  of  all  the  members  of  the  finance  committee ;  and  I 
have  endeavored  to  give  facts  and  fibres  with  reference  to  this  com- 
pany to  show  that  it  was  not  a  desu'able  purchase,  and  has  not  yet 
proved  to  be  a  desirable  purchase.  There  is  not  any  doubt  that  Mr. 
Ledyard  insisted  that  the  minority  stockholders  have  the  right  to  sell, 
and  we  would  assent  to  that  because  we  had  to  do  it.  That  was 
really  the  reason.  If  Gates  secured  that,  I  did  not  know  it.  That  is 
all  I  can  say. 

Mr.  Gardner.  Mr.  Gary,  I  am  perfectly  ready  to  be  convinced 
that  that  was  your  paramount  and  only  reason;  but  here  is  what  is 
sticking  in  my  mind:  Circumstances  have  shown  that  that  difficulty, 
so  far  as  Moore  &  Schley  and  its  holding  of  Tennessee  Coal  &  Iron  was 
concerned,  could  have  oeen  settled  by  anywhere  from  $6,000,000  to 
$8,000,000.  You  have  testified  that  the  stock  was  worth  65  to  you, 
and  no  more. 

Mr.  Gary.  I  have  not  quite  testified  to  that. 

Mr.  Gardner.  Well,  perhaps  not. 

Mr.  Gary.  I  have  said  that  it  was  not  worth  more  than  that,  in 
my  opinion. 

Mr.  Gardner.  You  paid  100  for  it.  In  other  words,  you  paid  $35 
more*  a  share  than  you  thought  it  was  worth.  That  $35  a  share 
applied  to  the  total  purchase,  which  was  $34,000,000,  brings  out 
$1 1 ,900,000  that  you  paid  for  that  property  more  than  you  believed 
it  to  be  worth — a  sum  far  larger  than  that  which  was  necessary  to 
take  care  of  the  difficulty  in  which  Moore  &  Schley  found  themselves. 

Mr.  Gary.  There  is  not  any  doubt  that  Commodore  I^dyard  in- 
sisted upon  that,  whomsoever  he  may  have  represented.  Mr.  Top- 
ping, the  president  of  the  company,  was  more  or  less  in  consultation 
witn  Schley  and  with  Ledyard.  Other  people  connected  with  the 
company  by  the  ownership  of  stock,  like  Col.  Payne,  for  instance, 
were  in  consultation  with  Commodore  Ledyard.  It  seemed  to  me 
then,  and  does  now,  that  it  is  no  more  than  fair  for  anybody  inter- 
ested in  or  engaged  in  selling  his  own  stock,  particularly  when  it  is  a 
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part  of  a  majority  of  the  stock  of  a  corporation;  to  insist  that  minority 
stockholders  should  have  an  opportunity  of  selling  at  the  same  price. 
Certainly  that  was  done,  whoever  inspired  it;  and  we  had  no  alter- 
native. 

Mr.  Gardner.  You  had  the  alternative  of  taking  up  the  loans  your- 
self. I  mean  to  say  for  that  $11, 900,000,  that  excess  money  that  you 
paid  for  their  securities,  you  could  easily  have  reUeved  Moore  & 
Schley's  financial  embarrassment  so  far  as  the  Tennessee  Coal  &  Iron 
Co.  was  concerned. 

Mr.  Gary.  Mr.  Gardner,  we  had  no  alternative  at  alL  We  had 
nothing  to  do  except  to  accept  the  statement  of  Commodore  Ledyard 
that  Moore  &  Schley  could  be  reUeved  only  by  the  piu'chase  of  the 
secmities  of  the  syndicate,  represented,  in  the  way  I  nave  suggested, 
through  Col.  Payne,  and  from  him  through  his  lawyer,  Mr.  Ledyard. 
When  we  tried  to  suggest  making  a  loan,  that  was  objected  to  by  Mr. 
Ledyard,  and  we  were  not  offered  any  alternative,  and  while  I  did 
endeavor  to  ascertain  to  some  extent  the  loans  which  Moore  &  Schley 
had  secured  from  the  different  banks  I  never  did  learn  fully  nor  get 
farther  than  to  ascertain  the  fact  that  they  had  deposited  these  securi- 
ties in  a  great  many  diflFerent  banks  in  New  York  City.  I  did  not 
know  and  could  not  know  the  details  of  their  business.  I  was  not 
offered  that  opportunity.  We  acted  rather  hastily.  We  were  forced 
to  pretty  hasty  action.  I  can  only  give  you  the  facts  as  they  were 
presented  to  us  and  the  conclusions  we  reached  at  that  time  based  on 
those  facts  and  under  those  circumstances. 

If  Commodore  Ledyard  should  disagree  with  me  in  any  of  these 
essential  particulars,  of  course  I  would  very  much  regret  it.  I  have  in- 
tended to  state  the  exact  facts  as  I  remember  them,  and  I  can  only 
believe  he  will  corroborate  me. 

Mr.  Gardner.  It  is  very  easy  to  sit  here  afterwards  and  say  it  looks 
as  if  it  could  be  done;  but  I  should  be  glad,  I  confess,  to  have  my  mind 
disabused  of  the  fact  that  Moore  &  Schley's  indebtedness  of  $6,000,000 
only  could  not  be  taken  care  of  except  by  the  purchase  of  $34,000,000 
worth  of  stock  at  a  loss  to  yourselves  of  over  $11,000,000 — ^nearly 
$12,000,000. 

Mr.  Gary.  Not  a  loss  •  you  do  not  mean  (juite  that  ? 

Mr.  Gardner.  At  a  loss  over  your  estimate  of  the  value  of  the 
property.  You  estimated  65,  you  bought  at  100;  which  makes  a 
dixTerence  of  $11,900,000. 

Mr.  Gary.  I  never  considered  that  a  loss,  Mr.  Gardner.  I  believed 
then  and  believe  now  we  can  work  out 

Mr.  Gardner.  I  will  say  it  was  an  excess  payment,  or  a  payment  in 
excess  over  what  you  thought  the  property  was  worth. 

Mr.  Gary.  Yes. 

Mr.  Gardner.  I  have  no  doubt  you  are  absolutely  convinced  it 
could  not  have  been  taken  care  of  m  any  other  way,  but  I  think  it 
would  be  an  advantage  to  your  case  to  make  this  committee  see  that 
it  could  not  have  been  taken  care  of  in  any  other  way. 

Mr.  Gary.  Does  Mr.  Schley  claim  he  could  have  been  relieved 
bv  the  loan  of  any  nionev  ? 

Mr.  Gardner.  At  page  72  of  the  hearings  on  the  Tennessee  Coal 
&  Iron  Co.  before  a  subcommittee  of  the  Senate  Committee  on  the 
Judiciary,  Mr.  Schley  says: 

Oh,  yes;  if  I  had  bad  five  or  six  million  dollars  in  real  money,  I  would  have  been 
happy  enough. 
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Mr.  Gary.  I  do  not  think  I  had  any  conversation  with  Mr.  Schlev 
on  that  subject,  Mr.  Gardner.  I  think  Mr.  Frick  did.  I  think 
Mr.  Frick  personally  tried  to  persuade  Mr.  Schley  to  accept  the  loan. 
But  I  do  Know  I  offered  it  to  Mr.  Ledyard,  and  he  came  back  and 
said  it  would  not  do;  it  would  not  be  sufficient.  I  know  that 
distinctly. 

Mr.  Gardner.  It  is  exceedingly  probable  that  Mr.  Schley's  asso- 
ciates took  advantage  of  the  critical  condition  of  the  situation  to 
prevent  the  trade  until  they  were  taken  care  of;  in  other  words,  to 

Erevent  the  pubUc  being  relieved  in  any  way  that  you  think  and 
elieve  Mr.  rierpont  Morgan  was  trying  to  relieve  the  public. 

Mr.  Gary.  That  may  be  true. 

Mr.  Gardner.  It  is  perfectly  possible  ? 

Mr.  Gabt,  It  is  possible. 

Mr.  Gardner.  You  can  easily  see  the  importance  of  giving  a 
clear  answer  to  an  apparent  fact,  that  apparently  a  situation  can 
be  takes  care  of  by  $6,000,000,  and  apparently  you  paid  nearly 
$12,000,000  in  cash  more  than  you  think  the  property  is  worth,  for 
that  property.  It  is  perfectly  obvious  to  me,  Mr.  Gary,  that  that  is  a 
situation  which  needs  explanation. 

Mr.  LiNDABtJRY.  The  committee  will  permit  us  to  produce  other 
witnesses  on  this  subject^  I  hope. 

Mr.  Gardner.  The  minority  party  has  no  jurisdiction  over  that. 

Mr.  Bartlett.  Any  witness  the  gentleman  wants 

Mr.  Gardner.  I  do  not  even  know  their  names. 

Mr.  Bartlett.  The  gentleman  should  not  intimate  that  the 
majority  would  not  subpoena  a  witness  at  the  suggestion  of  a  member 
of  the  committee  or  anvbody  who  would  throw  light  on  the  subject. 

Mr.  Gardner.  Mr.  Uary,  I  am  going  to  ask  you  a  few  questions 
now,  and  I  presume  some  of  them  ought  not  to  be  answered,  and 
some  of  them  your  counsel  may  object  to.  I  do  not  quite  know 
what  the  limits  of  the  grounds  of  this  nshing  expedition  are,  but  prob- 
ably I  shall  find  myself  fishing  inside  of  the  3-mile  Umit  very  often. 

'The  Chairman.  1  would  like  to  suggest  to  the  gentleman  that  the 
expedition  is  hardly  fishing. 

Mr.  Gardner.  That  is  what  I  am  doing. 

The  Chairman.  Oh,  very  well;  but  the  majority  of  the  committee 
are  not  engaged  in  hunting  fish.  We  think  we  .know  where  the  fish 
are. 

Mr.  Gardner.  At  all  events,  the  majority  of  the  committee  has  not 
conferred  its  knowledge  on  me,  and  I  confess  I  am  casting  my  bait 
more  or  less  at  random  to  see  what  I  will  bring  out. 

The  Chairman.  Mr.  Gardner  will  soon  know,  because  we  have 
just  had  the  honor  of  having  him  placed  upon  the  committee. 

Mr.  Gardner.  Who  are  your  principal  independent  competitors 
who  make  steel  rails,  Judge  Gary? 

Mr.  Gary.  The  Lackawanna  Steel  Co.,  the  Colorado  Fuel  &  Iron 
Co.,  the  Pennsylvania  Steel  Co.,  the  Cambria  Iron  or  Steel  Co. — . 
whatever  the  name  may  be — the  Bethlehem  Steel  Co. 

Mr.  Gardner.  So  far  as  the  Pennsylvania  Steel  Co.  and  the 
Cambria  Steel  Co.  and  the  Lackawanna  Steel  Co.  are  concerned — 
which  we  are  specifically  charged  with  investigating — are  they  ab- 
solutely independent  of  your  companv  ? 

Mr.  Gary.  They  are.  All  of  those  i  have  mentioned  are  absolutely 
independent.    I  omitted  to  include  the  Maryland  Steel  Co. 
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Mr.  Gardner.  Do  these  companies  produce  steel  rails  to  the  full 
extent  of  their  capacity? 

Mr.  Gary.  At  times,  yes — as  we  do  at  times — when  the  demand  is 
sufficient. 

Mr.  Gardner.  For  a  great  many  years  the  price  of  steel  rails  has 
been  $28  a  ton? 

Mr.  Gary.  It  has. 

Mr.  Gardner.  That  is  to  sav,  if  vou  went  to  the  PennsylTania 
Steel  Co.  or  the  Cambria  Steel  Co.  or  the  Lackawanna  Steel  Co. — I 
use  those  three  names  because  thev  are  mentioned  in  the  resolution — 
or  the  United  States  Steel  Co.,  you  would  find  that  the  price  was 
$28  a  ton,  irrespective  of  whether  their  plants  were  being  used  to 
the  maximum  capacity;  or  even  if  they  had  very  little  business  on 
hand,  it  would  still  be  $28  a  ton  at  each  one  of  them,  no  matter 
which  one  you  went  to  ? 

Mr.  Gary.  That  has  been  the  price  at  the  mill.  Sometimes  loca- 
tions, freights,  have  to  a  slight  extent  changed  that  base  price.  But 
that  has  been  practically  the  mill  price,  the  price  at  the  mill. 

Mr.  Gardner.  The  price  at  the  mills  ? 

Mr.  Gary.  At  the  mills. 

Mr.  Gardner.  I  presume  some  of  those  companies  have  been  able 
to  make  quite  a  profit  at  that  price  ? 

Mr.  Gary.  The  figures  were  given- before  the  Ways  and  Means 
Committee  two  or  three  years  ago,  and  the  Department  of  Com- 
merce and  Labor,  or  the  Bureau  of  Corporations,  has  the  figures. 
The  profit  is  not  great,  Mr.  Gardner,  at  that  price. 

Mr.  Gardner.  As  you  remember,  what  is  tne  maximum,  according 
to  those  figures  you  have  cited  ? 

Mr.  Gary.  I  believe  the  figures  of  our  mill  cost,  at  the  time  of  this 
examination  before  the  Ways  and  Means  Committee,  were  $22.60  or 
$22.65.  I  stated  the  other  day  that  it  cost  about  $25,000,000  to 
build  a  rail  mill  of  the  present  type,  with  what  goes  with  it,  and  when 
you  consider  the  interest  on  the  investment,  the  depreciation,  and 
so  forth,  the  profit  is  rather  small  on  rails  at  the  present  time,  and 
smaller  than  it  ought  to  be. 

Mr.  Gardner.  Mr.  Schwab  testified  before  the  Wavs  and  Means 
Committee,  did  he  not,  that  the  Tennessee  Coal  &  Iron  Co.  had  an 
advantage  of  $4.70  to  $5  a  ton  over  you  in  making  steel  rails? 

Mr.  Gary.  I  do  not  think  so.  It  is  so  far  from  the  facts  that  he 
could  not  have  said  that.  On  the  contrary,  I  have  given  the  figures 
here.     Their  cost  of  making  rails  was  greater  than  their  selling  price. 

Mr.  Gardner.  I  am  merely  quoting  Senator  Culberson's  recol- 
lection, which  may  or  may  not  nave  been  accurate.  But  it  is  fair 
to  say,  perhaps,  that  some  of  these  companies  I  have  mentioned 
can  make  them  for  $23  or  $24  a  ton,  the  cost  price  to  the  Pennsyl- 
vania, the  Cambria,  the  Lackawanna,  the  Maryland  Steel  Co.,  or  the 
Colorado  Fuel  &  Iron  Co.;  probablv  some  of  them  make  them  for 
$23  or  $24  a  ton. 

Mr.  Gary.  Oh,  yes;  an<l  some  of  them  a  little  less  than  that.  That 
is,  the  mill  cost. 

Mr.  Gardner.  You  say  the  time  has  come  when  their  nlants  are 
pretty  nearly  idle,  and  naturally  any  man  would  say  that  tnev  would 
reihice  their  price  on  the  finished  product  and  try  to  get  the  Business 
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away  from  somebody  else.     But  for  years  the  price  has  remained  $28 
a  ton.     How  has  that  been  done  ? 

Mr.  Gabt.  That  has  been  done  by  reason  of  the  fact  that  I  think 
during  the  year  1899  the  price  of  rails  was  reduced  from  about  $33 

fir  ton  to  $26  per  ton.  That  was  increased  in  1900  to  $28  per  ton, 
believe.  Those  prices  were  fixed,  not  by  any  agreement,  but  no 
doubt  more  or  less  as  the  result  of  an  interchange  of  opinion,  not  as 
to  what  anyone  would  do  or  would  not  do,  but  as  to  wnat  was  a  fair 
price.  Those  prices  would  have  been  changed  by  increasing  them 
from  time  to  tune  since,  I  feel  certain,  except  for  the  fact  that  they 
were  low,  and  becoming  lower,  by  reason  of  the  fact  that  the  cost  of 
production  increased.  There  have  been  times  when  some  of  the  rail 
makers  have  said  they  would  hke  to  increase  the  selling  price;  the 
demand  justified  it  and  the  cost  justified  it.  We  have,  for  one  reason 
or  another,  said  we  did  not  feel  hke  changing  the  price  so  far  as  we 
are  concerned,  and  it  would,  of  course,  be  very  difficult  for  one  rail 
maker  to  increase  the  price  of  rails  at  his  mdls  if  some  other  rail 
maker  refused  to  increase  his  price,  continued  to  sell  at  a  lower  price. 
It  is  very  easy  to  keep  down  prices;  it  is  not  easy  to  keep  up  prices. 
I  do  not  want  to  disguise  from  you  in  the  slightest  particiilar,  Mr. 
Grardner,  because  we  must  stand  or  fall  by  the  facts  and  by  the  truth, 
that  the  steel  people  have,  for  some  years,  particularly,  conmiencing 
at  a  period  during  the  panic  and  from  that  time  since,  been  in  quite 
frequent  intercourse,  furnishing  one  to  all  the  others  information  in 
regard  to  exactly  what  he  was  doing,  and  I  would  like  to  say  to  you, 
for  your  consideration  as  a  part  of  the  Government,  exactly  how  the 
(question  has  seemed  to  me;  what  my  view  of  it  has  been.  I  think 
it  is  very  important. 

It  has  seemed  to  me  that  the  Sherman  law,  so-called,  has  two 
different  provisions  that,  in  their  apphcation,  are  more  or  less  antag- 
onistic one  to  the  other.  One  provision  is  against  monopolv  and  the 
o^r  is  against  restraint  of  trade.  If  one  manufacturer  snould  un-> 
dertake  to  enter  into  any  combination  or  agreement,  express  or 
implied,  to  fix  prices,  to  restrict  outut,  to  divide  territory,  it  would 
be  considered  an  arrangement  in  restraint  of  trade,  and  inimical  to 
that  provision.  On  the  other  hand,  except  for  some  basis  whereby 
destructive  competition  could  be  avoided,  whereby  the  old  methocis 
of  doing  business  under  which,  as  you  probably  know,  a  few  only  of 
the  steel  companies  were  allowed  to  survive  and  do  business,  and  a 
large  majority  were  wrecked,  if  we  should  enter  into  that  kind  ol 
competition,  it  would  mean  that  a  large  percentage  at  least  of  the 
manufacturers  of  steel  would  be  wrecked;  and  that  would  secure  to 
the  survivors,  to  a  greater  or  less  extent,  a  monopoly,  and  our  effort 
was  to  find  a  position  between  those  two  extremes,  and  what  we 
have  done  has  oeen  open  and  aboveboard,  whether  right  or  wrong. 
We  have  met  and  laid  our  business  on  the  table,  so  to  speak,  telling 
one  another  frankly  and  freely  just  what  we  were  doing,  and  while 
that  has  not  maintained  prices,  that  has  not  prevented  a  good  deal 
of  cutting  by  different  ones  at  different  places  and  times,  while  it 
has  not  controlled  the  business  in  any  sense  of  the  word,  yet  it  has 
had  a  very  steadying  influence,  and  has  prevented  the  destructive 
competition  to  wmch  I  have  adverted.  That  is  the  frank  and  honest 
state  of  facts,  whether  they  are  justified  or  not. 
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Mr.  Gardneb.  That  would  open  the  whole  question  as  to  what 
we  are  to  substitute  for  competition,  if  the  days  of  competition  are 
gone  by. 

Mr.  Gabt.  That  partly  accounts  for  the  fact  that  the  prices  of  steel 
rails  have  not  changed,  I  think. 

Mr.  Gardner.  You  have  accoimted  for  one  aspect  of  that.  Natur- 
ally, I  realize  that  it  is  exceedingly  difficult  for  an  independent  pro- 
ducer of  rails  to  put  them  up  to  $29  a  ton  when  you  are  selling  at  S28. 
I  can  quite  understand  that  if  I  could  give  you  a  receipt  by  which  you 
could  sell  goods  for  a  greater  price  than  your  competitors  sell  them,  I 
should  be  entitled  to  a  very  large  salary  from  the  United  States  Steel 
Corporation.  But  supposing  that,  instead  of  being  a  question  of 
raismg  the  prices,  some  of  your  competitors  had  been  senously  con- 
sidering lowering  the  prices  in  order  to  start  up  an  unprofitable  part 
of  their  plant,  what  line  of  reasoning  would  you  use  with  them  to 
prevent  them  doing  so  ? 

Mr.  Bartlett.  That  is  what  some  of  them  are  doing  now. 

Mr.  Gardner.  That  is  only  recently,  Judge. 

Mr.  Gary.  It  has  been  done  all  the  time,  more  or  less;  but  not  in 
rails,  which  you  are  talking  about  now. 

Mr.  Gardner.  I  am  talking  about  rails. 

Mr.  Gary.  You  see  what  the  result  would  be  if  one  of  the  seven 
or  eight  rail  makers  in  times  of  depression  should  undertake  to  sell 
rails  at  an  unreasonably  low  price.  He  might  get  one  order  or  two 
orders,  orders  which  his  competitor  ought  to  have  had  by  reason  of 
territory,  connections,  and  so  forth.  But  to-morrow  or  next  week 
his  competitor  would  sell  at  the  same  price  he  is  selling  at,  or  a  little 
below,  and  get  his  business  away  from  him,  and  it  would  not  be  long 
before  they  would  be  engaged  m  a  destructive  competition.  These 
rail  makers  have  intelligence  enough — there  are  only  a  few  of  them, 
comparatively  speaking,  seven,  or  eight,  or  nine — tney  have  intelli- 
gence enough  to  know  that  if  thev  should  engage  in  that  kind  of  a 
destructive  warfare  it  would  not  be  for  their  interests,  and  so  each 
one  says,  as  a  matter  of  good  business  judgment,  good  management, 
'^Inasmuch  as  the  prices  of  rails  are  low,  are  reasonable  and 'more 
than  reasonable,  we  had  better  maintain  them  at  that.  No  one  else 
is  cutting  his  prices,  and  we  had  better  maintain  them  at  that,  because 
it  is  for  our  interests  to  do  so."  And  then,  added  to  that,  is  the  fact 
that  railroad  companies  themselves,  as  I  believe,  are  not  complain- 
ing of  this  price  of  $28.  I  am  very  sure  that  they  must  thiuK  the 
[)rice8  are  very  low,  because  I  have  told  some  of  them  within  the 
ast  year  that  it  is  only  a  question  of  time  when,  in  order  to  secure 
a  reasonable  profit,  we  must  increase  the  selling  prices  of  rails,  and  I 
have  heard  no  objection  to  that  on  their  part. 

Mr.  Gardner.  I  realize  the  force  of  that  reasoning,  and  I  suppose 
that  at  these  dinners,  perhaps,  the  reasoning  takes  that  line. 

Mr.  Gary.  I  should  like  to  submit  to  you  what  has  been  said  there. 
But  what  has  been  said  can  not  be  unsaid,  and  must  speak  for  itself. 

Mr.  Gardner.  Have  you  not,  during  that  10  years,  encountered 
obstreperous  rail  makers  who,  in  spite  of  all  the  arguments  you  could 
advance,  said,  "Yes,  but  we  are  going  to  drop  the  price  of  rails  V 

Mr.  Gary.  To  some  extent. 

Mr.  Gardner.  And  how  did  you  argue  with  them  ? 
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Mr.  Gaby.  It  is  done  in  this  way.  Some  rail  makers  I  have  thought 
at  times  have  reduced  the  selling  price  of  their  rails  in  a  single  trans- 
action by  selling  something  else  with  their  rails  at  a  very  much 
reduced  price,  and  thereby  securing  a  little  benefit,  although  the 
nominal  price  was  $28. 

Mr.  Babtlett.  That  was  the  charge  made  against  Mr.  Carnegie 
some  years  ago,  that  in  selling  the  rails  he  threw  in  certain  other 
material.  ^ 

Mr.  Gaby.  As  to  the  controversy  between  Mr.  Gates  and  Mr. 
Cam^e,  if  there  is  any,  I  think  each  one  is  fully,  capable  of  taking 
care  of  himself;  I  do  not  care  to  become  involved  in  that. 

Mr.  Babtlett.  I  asked  you  if  that  was  not  the  charge  made  f 

Mr.  Gaby.  I  did  not  mean  to  be  disrespectful  in  mv  answer. 

Mr.  Babtlett.  Of  course,  I  knew  you  aid  not.  StiU,  you  did  not 
answer  the  question. 

Mr.  Gaby.  I  do  not  know.  To  what  do  you  refer  when  you  say 
that  was  charged  f 

Mr.  Babtlett.  I  asked  you  if  the  charge  was  not  made  some  years 
ago  against  Mr.  Cam^e  that,  while  he  ostensibly  kept  the  agreed 
price  on  rails  up,  he  really  got  less  for  them  by  throwing  in,  so  to 
speak,  other  materials  that  the  railroads  needed — spikes  and  bolts, 
and  the  like — ^which  he  did  not  charge  anything  for  ? 

Mr.  Gaby.  I  think  I  saw  that  statement  in  Mr.  Gates's  testimony. 
I  was  not  connected  with  the  steel  business  at  tiiat  time. 

Mr.  Babtlett.  Did  not  Mr.  Schwab  make  that  statement  before 
the  Wavs  and  Means  Committee  1 

Mr.  Gaby.  It  might  be.  The  general  policy  of  Mr.  Carnegie,  no 
doubt,  whatever  may  be  shown  in  exceptions,  if  there  were  any,  was 
to  keep  his  mills  busy,  and  if  he  could  not  keep  them  busy  by  selling 
at  one  price  he  sold  at  another  price,  and  at  times  he  sold  at  prices 
which  were  ruinous  to  his  competitors,  because  down  to  about  his 
cost  was  very  much  below  the  cost  of  others.  In  my  opinion,  that 
was  a  very  bad  policy.  I  think  in  this  country  we  have  got  beyond 
that  kind  of  pohcy.  I  think  it  is  the  worst  thing  that  could  happen, 
because  it  necessarily  involves  the  other  extreme;  when  business  is 
good  and  when  the  necessities  of  the  purchasing  public  are  great, 
then  the  producer  takes  advantage  of  that  and  puts  up  his  prices  as 
high  as  he  possibly  can^  and  it  makes  business  unstable.  A  great 
many  people  not  knowmg  where  they  stand  are  ground  between 
these  extremes  and  they  go  into  bankruptcy.  Of  course,  these  are 
economic  questions  and  the  members  of  the  committee  are  probably 
better  able  to  form  and  express  an  opinion  than  I  am  in  regard  to 
this.  But  our  poUcy  in  regard  to  that  is  well  known.  Our  policy 
has  been  to  try  to  keep,  as  far  as  we  could,  properly,  prices  whicn 
were  reasonable  all  the  time,  not  too  high  ana  not  too  low,  and  for 
the  reasons  which  we  have  expressed. 

The  Chaibman.  As  I  understand  you,  Mr.  Carnegie  had  an  invet- 
erate tendency  toward  competition  which  no  contract  could  prevent 
or  hold  t 

Mr.  Gaby.  That  is  your  way  of  stating  it.  I  have  in  mind  what 
Mr.  Gates  said  a'bout  it.  He  said  Mr.  Carnegie  was  making  contracts 
all  the  time.  As  I  say^  Mr.  Carnegie  can  answer  for  himself  about 
that.     I  bdieve  that,  m  the  steel  business  many  years  ago — ^you 
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must  remember  that  was  before  some  of  us  were  in  it — there  were 
agreements  made  one  day  with  the  expectation  of  having  them 
broken  the  same  day.  We  do  not  make  them;  we  can  not  make 
them.  We  know  we  have  no  right  to  make  them,  and  we  have 
chosen  what  seems  to  us  the  only  proper  course.  This  conmiittee 
must  determine  whether  our  poUcy  is  proper  and  whether  it  is  wise, 
and  if  the  conditions  of  the  day  do  not  require  something  of  the  kind; 
unless  the  Grovemment  in  some  way  controls  and  regulates  these 
things. 

Mr.  Oasdneb.  I  have  not  yet  got  inside  of  the  3-mile  limit, 
although  I  am  going  to  try  to  go  in  that  direction.  You  pointed  out 
perfectly  clearly  the  line  of  argument  you  use  to  show  men  on  general 
principles  that  they  should  not  cut  prices.  I  asked  if  you  had  not 
encountered  obstreperous  rail  makers  who  said,  '^That  is  all  vexy 
well,  but  we  are  going  to  cut  prices."  You  answered  that  by  saying 
that  when  thejr  did  so  sometimes  they  gave  trading  stamps,  or 
something  else,  in  addition  to  make  weight. 

Mr.  Gaby.  I  did  not  assent  to  the 'proposition  that  they  had  some 
time  said  they  were  going  to  cut  prices;  but  I  do  assent  to  the 
proposition  that  I  feared  sometimes  they  had  done  it  indirectly. 

Mr.  Gabdneb.  Have  you  not  feared  sometimes  that  they  meant  to 
do  it  directly  ? 

Mr.  Gaby.  I  do  not  beUeve  I  have  ever  had  the  opinion  that  any 
rail  maker  would  be  so  foolish,  certainly  not  during  the  last  six  or 
eight  years,  as  to  sell  his  rails  below  $28. 

Mr.  Gabdneb.  I  presume  Mr.  Gates  has  made  rails  in  that  period, 
has  he  not  ? 

Mr.  Gaby.  No;  he  has  not.  Mr.  Gates  was  president  of  the 
Illinois  Steel  Co.,  and  went  out  of  that  position  immediately  after  the 
Federal  Steel  was  formed. 

Mr.  Gabdneb.  That  included  the  North  Chicago  Rolling  Mills, 
which  certainly  made  rails.     But  that  is  going  back. 

Mr.  Gaby.  That  is  going  back  14  years. 

Mr.  Gabdneb.  I  withdraw  the  suggestion  of  Mr.  Gates.  We  will 
call  him  Mr.  X. 

Mr.  Gaby.  Mr.  Gates  has  not  been  much  or  any  factor  in  the 
steel  business  since  the  United  States  Steel  was  formed,  except  lately 
he  has  gotten  into  the  Republic. 

Mr.  Gabdneb.  I  may  have  some  difficult^r  in  asking  my  questions, 
so  I  am  going  to  tell  you  what  I  am  driving  at.  I  have  heard  it 
stated — I  have  not  the  slightest  idea  whether  it  is  on  good  authority 
or  not — that  this  situation  will  arise :  That  men,  we  will  say,  with  a 
manufacturing  cost  of  $24  a  ton,  are  selling  at  $28  a  ton,  and  that 
they  think  by  selling  at  $26  a  ton  thev  can  vastly  increase  their  out- 
put and  their  sales;  whereupon  somebody  comes  to  them  and  says, 
**Yes;  but  which  would  you  rather  do,  get  $4  profit  on  half  the  out- 
put or  $2  on  the  whole  output  T'  In  other  words,  the  amount  being 
equal  in  both  cases  and  the  expenses  very  much  lower  if  they  only- 
have  half  the  output  and  get  twice  the  profit;  whereupon  a  man  would 
naturally  say,  *' Why,  I  would  rather  sell  at  $28  and  get  a  $4  profit 
and  sell  half  as  much  than  sell  at  $26  and  get  a  $2  profit  and  sell  for 
twice  what  I  am  selling  at  $28."  *^But,  says  the  manufacturer, 
''where  are  my  orders  to  come  from?  How  can  I  be  assured  that  I 
am  going  to  get  that  business  V^     I  have  heard  it  implied  that  it  is 
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generally  understood,  in  one  way  or  another,  that  certain  of  the  rail- 
roads will  prorate  their  orders  in  proportion  to  the  productive  capac> 
ity  of  those  various  factories,  those  various  steel  makers,  on  the  tacit 
acquiescence  of  all  hands  that  the  price  shall  remain  at  S28  a  ton. 
That  is  what  I  am  trying  to  bring  out — ^whether  there  is  any  truth  in 
there  being,  or  ever  havmg  been,  such  an  arrangement  by  which  men 
say  to  themselves,  '  *  Why,  naturally,  if  I  can  be  assured  of  my  orders, 
I  will  keep  the  pric&  of  $28  a  ton,  because  it  will  pay  me  better  to 
make  S4  a  ton  than  to  make  $2  a  ton  on  twice  as  much  of  an  output." 

If  that  is  true,  I  want  to  ascertain  how  such  an  agreement  has  come 
about. 

Mr.  Gary.  I  understand  your  question,  I  think.  In  the  first  place, 
I  have  never  heard  a  rail  maker  make  such  a  statement  as  you  sug- 
gest, nor  have  I  heard  of  it  having  been  made  by  a  rail  maker.  Li 
the  next  place,  I  think  the  railroad  companies  do  assume  to  make 
a  distribution  of  their  orders  more  or  less  in  proportion  to  the  busi- 
ness offered  to  them  by  the  respective  manufacturers.  I  am  sorry 
to  say  they  do  not  Uve  up  to  that  principle.  I  am  very  sure  that  we 
have  not  been  treated  quite  as  welt  as  we  ou^ht  to  have  been  on  that 
basis;  I  know  we  have  not  been.  This  thmg  is  brought  about  ijoi 
precisely  the  same  way  that  the  different  leading  hotels  in  a  city  will 
charge  practically  the  same  prices  for  the  same  thing,  without  any 
understanding  or  agreement  whatever.  They  know;  they  aacer- 
tain  in  one  way  or  another  what  the  others  are  doin^,  what  prices 
they  charge,  and  so  long  as  there  is  no  disposition  on  uxe  part  of  the 
others  to  change  their  prices,  they  do  not  change  theirs.  It  is  good 
business.  Ejiowledge,  publicity  of  what  others  are  doing,  goes  a 
great  ways  in  solving  this  difficulty.  I  suggested  profession^  men 
the  other  day.  They  are  more  or  less  influenced  with  reference  to 
business  that  is  regular  that  does  not  necessarily  involve  a  certain 
kind  of  skill.  With  reference  to  business  that  is  regular,  certain  lead- 
ing lawyers  in  a  place,  or  physicians,  will  charge  pretty  nearly  the 
same  prices  by  knowing  what  the  others  are  domg;  and  if  they  find 
out  that  another  reduced  the  prices,  they  are  inclined  to  reduce  theirs; 
if  another  increases  his  prices,  they  are  inclined  to  increase  theirs,  if 
thev  think  it  will  po.  It  is  knowledge,  it  is  information  that  does  it; 
and  that  is  true  of  the  rail  business. 

Mr.  Gardner.  I  have  noticed  the  leading  nighthawks  pursue  the 
same  policy  in  Washington.  [Laughter.]  But  I  have  never  been 
able  to  get  a  different  rate  from  different  ones.  The  only  difference 
in  this  situation  is  that  the  condition  I  supposed,  on  more  or  less 
unsatisfactory  information — I  will  tell  you  tnat — seemed  to  imply  a 
complicity  oi  the  railroads  in  the  distribution  of  orders.  I  will  say 
frankly  to  the  committee  that  my  information  does  not  come  from  a 
rail  maker;  that  it  comes  from  a  stock  operator  who  is  a  friend  of 
John  W.  Gates.  I  say  that  simply  so  that  what  I  shall  say  will  not 
carry  too  much  or  too  little  weignt. 

Mr,  Gaey.  I  am  very  glad,  at  least,  that  you  gave  the  source  of 
your  information.     It  must  speak  for  itself.     I  do  not  characterize  it. 

Mr.  Gardner.  In  fishing  one  must  use  such  bait  as  comes  to  one's 
hand. 

Mr.  Gart.  There  is  this  about  our  business,  Mr.  Gardner.  I  do 
not  doubt  we  have  made  a  good  many  mistakes,  and  we  may  be  wrong 
in  om*  conclusions  in  many  respects;  it  would  be  strange  if  we  have 
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not.  I  have  no  feeling  of  satisfaction,  I  assure  you.  But  we  have 
published  our  theories,  our  policies.  We  have  been  pretty  frank  with 
the  public,  and  we  must  be  judged  by  our  record.  I  do  not  undertake 
to  say  that  subordinates,  so  called,  that  some  officials  of  subsidiary 
companies,  may  not  have  made  a  good  many  mistakes,  and  soine  of 
them  have  done  things  they  ought  not  to  have  done,  that  are  entirely 
contrary  to  our  policies  and  our  wishes.  We  can  not  keep  track  of 
those  things;  we  can  not  always  know.  I  r^ret  it  if  they  have.  We 
do  not  put  ourselves  on  any  pedestal.  We  claim  to  have  been 
reasonably  careful  to  make  public  our  affairs,  our  policies,  our  wishes, 
our  intentions  from  the  beginning,  and  you  must  judge  us  by  what  we 
have  done.  We  will  give  you  the  facts;  I  have  not  anything  to 
conceal  from  you,  Mr.  Gardner. 

Mr.  Oabdner.  I  will  confess  that  your  annual  reports,  which  I 
have  been  reading  lately,  are  about  the  only  annual  reports  that  I 
have  ever  understood  in  my  life.  So  that  is  probably  some  indica- 
tion that  I  think  you  have  made  a  very  fair  statement. 

Mr.  Gary.  That  is  a  very  generous  criticism.  We  started  out  with 
the  avowed  policy,  indicated  by  some  of  us — I  need  not  mention 
names — that  if  the  corporation  was  to  succeed  it  must  be  on  the 
basis  of  publicity  and  on  the  basis  of  treating  everybody  interested 
in  it  fairly  and  lustly.  I  do  not  say  we  have  measured  up  to  that 
intention,  but  tnat  was  the  avowed  policy,  and  we  have  never  de- 

garted  from  it.  The  policy  of  our  corporation  is  determined  by  a 
nance  committee  of  nine  gentlemen  of  as  high  character  and  ability 
as  can  be  found.  Their  names  are  well  known.  We  carefully  con- 
sider these  questions,  and  we  take  into  consideration  the  rights  of 
the  stockholders,  the  rights  of  our  employees,  the  rights  of  our  cus- 
tomers, the  rights  of  our  competitors,  and  the  rights  of  the  general 
public.  It  is  easy  to  make  these  professions,  I  know.  I  should  hate 
to  be  considered  or  decided  to  be  a  hypocrite.  But  whatever  the 
facts  are,  they  have  been  pretty  generally  exposed,  and  you  gentle- 
men are  exposing  them  and  I  find  no  fault  witn  you  for  it,  not  a  par- 
ticle. I  am  not  here  in  a  defiant  attitude  at  aU,  not  here  with  any 
professions  of  being  any  more  decent  than  anv  man  ought  to  be. 
But  I  do  say  that  so  far  as  I  have  information!  will  give  it  to  you, 
and  if  I  have  not  got  it  and  can  tell  you  where  you  can  find  it,  I  will 
assist  in  getting  it. 

Mr.  YouNO.  Judge  Gary,  I  wish  to  go  back  to  some  earlier  trans- 
actions for  a  little  while.  Were  you  connected  with  the  lUinois 
Steel  Co.  before  the  formation  of  the  Federal  Steel  Co.  ? 

Mr.  Gary.  I  was,  as  general  counsel. 

Mr.  YouNO.  Were  you  familiar  with  the  organization  of  the 
Illinois  Steel  Co, 

Mr.  Gary.  I  was  not.  I  was  with  the  Federal  Steel  Co.  That  is 
where  my  close  connection  with  the  business  commenced. 

Mr.YouNO.  What  was  your  relation  to  the  organization  of  the 
Federal  Steel  Co.  ? 

Mr.  Gary.  Mr.  Nathaniel  Thayer,  of  Boston,  and  Mr.  J.  Forbes 
Leith,  of  Scotland  now,  were  the  leading  and,  I  would  say,  the  con- 
trolling spirits  in  IlUnois  Steel  during  uie  summer  of  1898.  I  had 
been  general  counsel  of  the  company  for  some  time,  two  or  three 

J  ears,  I  think.    Mr.  Forbes  Leitn  had  some  interest  in  the  Elgin, 
oliet  &  Eastern  Railroad  Co.    He  suggested  to  Mr.  Thayer  that  it 


UNITED  STATES  STEEL  COBPORATION.  201 

was  desirable  to  have  the  Illinois  Steel  Co.  buy  the  control  of  the 
Elgin,  Joliet  &  Eastern  Railroad  Co.,  for  the  reason,  amongst  others, 
that  the  Chicago,  Lake  Shore  &  Eastern  Railroad  Co.,  controlled  by 
the  Illinois  St^l  Co.,  with  which  it  connected,  had  a  trackage  ri^ht 
over  the  Elgin,  Joliet  &  Eastern  from  Chicago  to  the  JoUet  nmlsi 
owned  by  the  Illinois  Steel  Co.,  and  operated  trains  of  the  Illinois 
Steel  Co.  over  that  road.  Mr.  Thayer  wrote  to  me  in  June,  1898,  I 
think,  asking  for  my  opinion  in  regard  to  that  proposed  acquisition. 
Mr.  Thayer  and  Mr.  Leith  for  some  time  had  been  consulting  me  with 
reference  to  the  business  affairs  of  the  Illinois  Steel,  and  I  was  quite 
famiUar  with  the  business  at  that  time.  I  wrote  back  to  Mr.  Thayer 
that,  considered  by  itself  alone,  I  doubted  the  propriety  of  tnat 

fmrchase,  but  inasmuch  as  the  Carnegie  Steel  Co.  had  built  a  railroad 
rom  Pittsbui^  to  Lake  Erie  and  had  secured,  or  was  about  to  secure, 
boats  on  the  Take,  was  securing  lai*ge  quantities  of  iron  ore.  was  in 
control  of  large  quantities  of  coking  coal,  securing  for  itseli  what  I 
would  term  a  self-contained  proposition  or  a  roimded-out  proposition, 
it  might  be  desirable,  if  not  necessary,  for  the  Illinois  Steel  Co.,  in 
order  to  reach  a  point  where  it  could  manufacture  at  a  low  cost,  to 
secure  for  itself  a  rounded-out  proposition,  and  I  would  surest  the 
fonnation  of  a  company  which  would  take  over  the  properties  of  the 
Illinois  Steel  Co.,  tne  Elgin,  JoUet  &  Eastern  Railroad  Co.,  and  the 
Minnesota  Iron  Co.,  whi^  latter  company  owned  the  Duluth  &  Iron 
Range  Railroad  and  also  a  fleet  of  boats  on  the  lake. 

Mr.  Young.  Was  that,  so  far  as  you  know,  the  first  suggestion  of 
consolidation  w^ith  the  Minnesota  Iron  Co.  ? 

Mr.  Gart.  I  think  it  was;  so  far  as  I  know,  certainly  it  was  the  first 
suggestion  of  the  proposition  looking  toward  the  organization  of  a 
company  such  as  the  Federal  Steel  afterwards  grew  to  be.  Mr. 
Thayer  asked  me  to  meet  him  in  New  York  City,  sayinc  he  would 
call  a  meeting  of  the  finance  committee,  or  have  one  called,  and  a 
meeting  of  the  board  of  directors.  I  had  been  placed  on  the  board  of 
directors  of  the  Illinois  Steel  Co.,  and  I  attended  the  meeting  in  New 
York,  and  it  happened  that  at  the  same  time  the  Minnesota  Iron 
Co.  held  a  meeting  of  its  board  of  directors  in  New  York  City. 

Mr.  Young.  Was  that  arranged  ? 

Mr.  Gary.  No;  that  was  a  coincidence,  so  far  as  I  know;  it  was  not 
arranged.  However,  at  the  meeting  in  New  York  City,  Mr.  Thayer 
and  I  went  over  this  matter »  and  I  suggested  that  we  have  a  con- 
versation with  ilr.  Porter,  who  was  the  leading  spirit  in  the  Minnesota 
Iron  Co.,  on  the  subject. 

Mr.  Young.  Mr.  rorter  ? 

Mr.  Gary.  Mr.  H.  H.  Porter.  I  did  see  Mr.  Porter,  and  went  over 
this  matter  briefly  with  him,  and  he  said  if  I  would  have  a  committee 
appointed  by  the  board  of  directors  of  the  IlUnois  Steel  Co.  he  would 
have  the  directors  of  the  Minnesota  Iron  Co.  appoint  a  committee 
with  a  view  of  having  those  two  committees  meet  to  see  what,  if  any- 
thing, could  be  done  in  this  direction. 

Mr.  Young.  Was  Mr.  Porter  also  a  director  of  the  Illinois  Steel  Co.  t 

Mr.  Gary.  He  had  been,  but  he  had  retired  on  account  of  some 
disagreements  with  Mr.  Gates.  Mr.  Gates  has  given  his  version  of 
that.  He  may  be  right;  I  have  a  little  different  understanding,  but 
that  is  not  important.  It  is  only  hearsay,  so  far  as  I  am  concerned. 
These  committees  I  have  referred  to  were  appointed,  and  they  met 
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ftt  the  Holland  House.  Gov.  Flower,  who  was  interested  in  the 
Minnesota  Iron  Co.,  was  nominated  and  selected  as  chau-man  of  the 
meeting,  and  as  a  result  of  that  meeting  it  was  voted  by  the  com- 
mittees to  combine  the  Minnesota  Iron  Co.  and  the  Illinois  Steel  Co. 
by  some  method  of  purchase,  to  put  those  properties,  so  far  as  they 
could,  under  one  ownership,  one  being  engaged  in  the  ore  business 
and  the  other  engaged  in  the  manufacturing  business.  That  meeting 
^reed  to  let  Mr.  H.  H.  Rogers,  who  was  interested  in  the  Minnesota 
Iron  Co.,  decide  what  was  the  relative  value  of  the  companies,  and 
Be  did  it  at  that  meeting,  based  on  the  balance  sheets,  statements  of 
assets  and  liabilities  of  the  respective  companies,  and  then  the  com- 
mittees voted  to  appoint  a  committee  or  four,  consisting  of  Gov. 
Flower,  Mr.  Spooner,  Mr.  Robert  Bacon,  and  myself,  with  lull  power 
to  do  whatever  was  necessary  to  bring  about  the  desired  result. 
Gen.  Spooner  was  away  and  never  accepted  the  appointment  and 
never  had  anything  to  do  with  it. 

Mr.  Young.  This  related  simply  to  the  Illinois  Steel  Co.  and  the 
Ifinnesota  Iron  Co.? 

Mr.  Gaby.  That  is  right. 

Mr.  Young.  Will  you  state  the  values  at  which  they  were  to  go  in  ? 

Mr.  Gart.  I  have  forgotten  that  now;  I  can  not  give  you  that 
exactly  now,  from  my  recollection.  But  I  was  going  to  say  that 
Gov.  Flower  went  away  to  his  country  home  in  Watertown,  and 
never  attended,  I  think,  more  than  one  meeting,  at  which  nothing 
was  done,  and  never  had  anything  to  do  with  the  business  partic- 
alarly.  That  left  Mr.  Bacon  and  me  to  do  the  work.  I  think  I 
did  most  of  the  work  in  the  formation  of  the  Federal  Steel.  I  did 
Ibe  legal  work,  with  the  very  able  assistance  and  counsel  of 
Mr.  Francis  Lynde  Stetson,  and  I  think  I  made  all  the  contracts 
that  were  made  with  reference  to  the  organization,  of  course  in 
consultation  with  Mr.  Bacon;  but  the  work  devolved  upon  me, 
and  I  think  perhaps  I  majr  say  that  what  was  done  was  larcely 
done  by  me,  m  the  formation  of  the  Federal  Steel.  After  we  hail 
had  a  few  meetings — I  do  not  remember  how  many — we  decided 
that  we  would  take  over  the  Elgin,  Joliet  &  Eastern  Railroad  Co., 
and  later  we  decided  we  would  acquire  the  Lorain  Steel  Co.,  which 
had  a  plant  at  Lorain,  Ohio,  not  completed,  and  also  had  a  plant 
at  Johnstown,  Pa.  At  Lorain,  Ohio,  the  Lorain  company  manu- 
t&ctured  pig  iron  and  semifinished  steel,  and  girder  rails. 

Mr.  Young.  By  semifinished  steel  vou  mean  billets  ? 

Mr.  Gary.  Ingots,  blooms,  and  billets. 

Mr.  Young.  Anything  else  ? 

Mr.  Gary.  No;  1  think  not.  At  Johnstown  it  manufactured  rail- 
load  supplies,  Uke  frogs,  switches,  and  things  of  that  kind.  None  of 
these  companies,  so  far  as  I  know  or  remember,  was  in  any  respect  in 
competition,  one  with  the  other;  but  it  gave  to  the  Federal  Steel, 
which  was  organized  to  take  over  these  different  properties  by  the 
exchange  of  stock,  the  iron  ore,  the  Duluth  &  Iron  Range  Railroad  to 
eonvey  the  ore  to  the  lake,  a  large  number  of  boats  on  the  lake,  the 
manufacturing  concern  at  South  Works,  Chicago,  the  North  Works, 
at  Joliet,  the  Lorain  Steel  Co.,  and  a  large  tract  of  coal  in  the  Pennsyl- 
rania  district  particularly. 

Mr.  Young.  To  whom  did  that  belong  previous  to  that  organiza- 
tion? 
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Mr,  Gaby.  It  belonged  to  the  lUinois  Steel  Co.  It  was  a  rounded 
out  proposition  and  a  splendid  proposition,  except  it  did  not  have 
sufficient  finishing  mills.  It  was  defective  in  that  respect.  But  it 
was  reasonably  successful  from  the  start. 

Mr.  Young.  This  organization  was  completed  in  1898? 

Mr.  Gary.  1898,  and  commenced  business  November  1,  1898. 

Mr.  Young.  What  was  the  method  of  the  organization  ? 

Mr.  Gary.  The  Federal  Steel  Co.  was  organized  and  had  an  author- 
ized capital  of  $200,000,000;  it  issued  stocK,  as  I  remember  it,  to  the 
extent  of  ninety-odd  milhon,  and  that  stock  was  issued  in  exchange 
for  the  properties  of  the  various  companies  I  have  named ;  so  that  it 
became  a  holding  company  and  secured  the  stocks  of  all  the  other 
companies.  In  addition  to  that  it  provided  a  little  over  $14,000,000 
in  cash  for  a  working  capital,  and  to  pay,  I  think,  for  finishing  the 
Lorain  Co.  plant,  some  mills. 

Mr.  Young.  Where  did  that  $14,000,000  in  cash  come  from? 

Mr.  Gaby.  That  came  from  a  svndicate  which  subscribed  for  stock 
of  the  Federal  Steel  Co.  on  some  basis;  I  do  not  remember  the  exact 
basis  now.  But  those  were  public,  and  are  printed,  and  I  suppose 
are  accessible ;  tixej  are  well  ^own. 

Mr.  Young.  Let  me  see  if  I  imderstand  this.  While  the  Federal 
Steel  Co.  was  a  purely  holding  companv  as  related  to  the  properties 
of  the  subsidiary  companies,  it  still  nad  a  working  capital  of  its  own 
with  which  it  worked  those  other  properties  ? 

Mr.  Gary.  It  had  a  working  capital  of  its  own.  I  have  forgotten 
just  how  much  the  surplus  was  after  the  loan  or  advancement  to  the 
subsidiary  company  for  necessary  completion  of  mills;  but  I  think 
it  had  left  about  $10,000,000,  and,  of  course,  that  working  capital 
was  used  in  loaning  or  advancing  moneys  to  subsidiary  companies. 
That  money  itself  was  kept  in  the  possession  and  control  of  the  Fed- 
eral Steel. 

Mr.  Young.  The  $90,000,000  in  stock,  then,  paid  for  all  these 
properties  you  took  in  t 

Mr.  Gasy.  That  is  r^ht. 

Mr.  Young.  The  Illinois  Steel  Co.,  the  Minnesota  Iron  Co.,  the 
Elsia,  Joliet  &  Eastern  Railroad,  and  the  Lorain  Steel  Co.  t 

Mr.  Gaby.  With  subsidiary  companies. 

Mr.  Young.  What  was  the  joint  capitalization  of  all  those  com- 
panies previous  to  the  organization  t 

Mr.  Gary.  That  I  do  not  know;  I  do  not  remember.  I  do  not 
know  whether  they  were  considered;  I  am  inclined  to  think  they 
were  not.     We  tried  to  get  at  the  value  of  the  properties  themselves. 

Mr.  Young.  Do  you  know  whether  the  $90,000,000  was  consid- 
erably more  than  the  joint  capitalization  of  all  those  companies  ? 

Mr.  Gaby.  I  would  not  deny  it  was.  It  would  be  remarkable  if  it 
were  not,  for  I  am  very  sure  the  properties  were  worth  much  more  than 
their  capitalizations  at  that  time.  I  should  think  it  was,  but  I  do 
not  remember. 

Mr.  Young.  Had  the  Illinois  Steel  Co.  been  a  very  profitable 
concern  up  to  that  time  ? 

Mr.  Gaby.  No  ;  it  had  not. 

Mr.  Young.  How  about  the  railroad  t 

Mr.  Gaby.  It  had  not. 

Mr.  Young.  And  the  Lorain  Steel  Co.,  you  say,  was  just  building? 
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Mr.  Gaby.  Yes;  it  was  not  a  completed  plant.  They  were  making 
some  iron  and  some  steel.  I  do  not  think  any  of  the  companies  had 
been  very  profitable.  I  know,  for  instance,  the  Duluth  &  iron  Ran^ 
Railroad  aid  not  pay  any  dividends  whatever  from  the  time  of  its 
organization,  I  think  about  1884,  to  1899. 

Mr.  Young.  What  was  the  strength,  then,  of  this  organization? 
Was  it  in  these  great  ore  fields  just  acquired  ? 

Mr.  Gary.  It  was  in  the  fact  that  it  put  together,  as  a  going  con- 
cern, a  self-contained  proposition,  a  rounded-out  proposition,  from 
the  raw  material  to  the  fimshed  product.     That  was  its  strength. 

Mr.  Young.  And  the  finished  product  was  what  ? 

Mr.  Gary.  The  Illinois  Steel  Co.  made  heavy  rails,  light  rails, 
plate,  semifinished  steel,  rods,  merchant  steel,  and  had  a  small 
structural  plant  on  the  North  Side  in  Chicago.  The  Lorain  Steel  Co. 
made  -girder  rails,  as  I  have  described,  and  railroad  suppUes.  Those 
were  the  principal  products,  and,  as  I  have  already  said,  the  Federal 
Steel  was  deficient  in  not  having  sufficient  finishing  mills  to  make  it 
a  perfectly  good  proposition. 

Mr.  Young.  Were  you  instrumental  in  the  organization,  in  1900 
and  1901,  of  the  United  States  Steel  Corporation? 

Mr.  Gaby.  I  was  closely  connected  with  it,  and  I  will  tell  you 
what  led  up  to  it,  and  what  was  done. 

Mr.  Young.  I  would  like  to  have  you,  Judge,  do  that;  give  us  the 
conditions,  the  reasons  that  led  to  its  organization,  what  the  negotia- 
tions were,  and  what  the  result  was  in  the  forming  of  this  organization. 

Mr.  Gaby.  I  will  do  that  to  the  best  of  my  ability  and  from  my 
standpoint  and  information.  The  Federal  Steel  Co.  had  been  in 
existence  about  two  and  a  half  years  at  that  time.  I  was  the  presi* 
dent  of  that  company.  I  should  think  some  time  early  in  1900,  Mr. 
Frick  came  to  my  office  and  suggested  that  the  Federal  Steel  could 
be  very  much  improved,  that  it  was  defective  in  some  respects,  and 
that  he  believed  the  Came^e  interests  would  sell  their  property. 
I  had  considerable  conversation  with  him  on  the  subject. 

Mr.  Young.  What  time  in  the  year  was  that? 

Mr.  Gaby.  I  believe  it  was  early  in  1900.  I  may  be  mistaken  in 
dates.  That,  in  my  opinion,  was  the  first  suggestion  of  what  led  to 
the  formation  of  the  United  States  Steel  Corporation. 

Mr.  Young.  Let  me  ask  you,  was  that  after  the  Moores  had  had  an 
option  on  the  Carnerie  property  ? 

Mr.  Gaby.  I  think  it  was  before.  I  spoke  to  Mr.  Moi^an  about 
this  matter,  and  he  did  not  give  it  very  much  consideration.  I  talked 
to  one  or  two  other  members  of  the  firm;  I  talked  to  Mr.  Porter 
about  it,  and  to  Mr.  Rogers  about  it,  and  finally  an  interview  was 
brought  about  between  Mr.  Rogers  and  Mr.  Frick  on  the  subject. 

Mr.  Young.  Mr.  Rogers  was  then  a  stockholder  in  the  Federal 
SteeU 

Mr.  Gaby.  He  was,  and  on  the  board  of  directors,  and  on  the 
executive  committee.  The  executive  committee  of  the  Federal  Steel 
was  made  up,  I  think,  of  Mr.  Porter,  Mr.  Rogers,  Mr.  Nathaniel 
Thayer,  Mr.  Samuel  Spencer,  and  myself.  The  conference  between 
Messrs.  Frick  and  Rogers  did  not  result  in  anything.  I  am  inclined 
to  think  that  one  of  the  reasons  was  that  Mr.  Frick  said  that,  so  far 
as  he  was  concerned,  and  probably  so  far  as  others  were  concerned, 
they  would  not  continue  a  connection,  would  not  continue  in  the 
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busmess,  and  that  had  an  influence  on  Mr.  Rogers.  Anyhow,  nothing 
came  of  it.  The  first  thing  I  heard  about  it  was  that  Moore,  and  per- 
haps others  with  him,  had  secured  an  option  from  Mr.  Carnegie  on  his 
interest  in  the  Carnegie  Company.  I  was  not  a  party  to  that,  and  had 
nothing  whatever  to  do  witn  it,  except  that  I  knew  the  Moores  con- 
sulted the  First  National  Bank  about  the  matter. 
Mr.  Young.  The  First  National  of  Chicago  ? 
Mr.  Gaby.  The  First  National  of  New  York;  and  some  one  in  that 
bank,  presumably  the  president,  consulted  Messrs.  Morgan  &  Co. 
about  it,  and  Mr.  C.  H.  Costar,  who  was  the  leading  partner  of  Mr. 
Morgan  up  to  the  time  of  his  death,  and  who  had  general  charge  of 
those  matters,  and  who  had  had  charge  of  the  syndicate  with  refer- 
ence to  the  Federal  Steel,  came  to  see  me  about  this  matter.  Th& 
question  was  whether  there  was  any  way  of  utiUzing  that  option 
which  they  had  on  Mr.  Carnegie's  interest,  and,  as  it  was  presented 
to  me,  I  did  not  think  very  favorably  of  it.  I  do  not  remember 
exactly  what  was  said,  but  I  know  I  did  not  think  very  favorably  of 
it  as  presented,  and  Mr.  Costar  decided  against  it,  and  the  whole 
thing  fell  through. 

The  next  thing  I  remember,  Mr.  Schwab,  some  time  in  1900,  spoke 
to  me  about  the  Federal  Steel  securing  the  Carnegie  properties,  and 
said  he  believed  that  Mr.  Carnegie  would  sell  those  properties,  and  I 
promised  to  speak  to  Mr.  Morgan  about  it.  I  knew  it  would  require 
some  very  able  financing,  so  I  promised  to  speak  to  Mr.  Morgan 
about  it.  I  did  speak  to  Mr.  Morgan  about  it,  but  did  not  receive 
at  that  time  any  encouragement  whatever.  In  fact,  I  do  not  think 
he  paid  enough  attention  to  famiUarize  himself  with  the  properties.. 
He  nad  been  a  member  of  the  board  of  directors  of  the  Feaeral  Steel,, 
but  had  never  taken  any  active  interest  with  reference  to  the  man- 
agement, as  he  never  has  with  reference  to  the  United  States  Steel 
Corporation,  I  might  say.  I  did  not  report  to  Mr.  Schwab  I  had 
talked  with  Mr.  Morgan  about  it.  He  spoke  to  me  again  about  it 
once  or  twice,  but  nothing  whatever  was  done  as  a  result.  But  along 
about  that  tune  Mr.  Simmons,  who  was,  I  think,  president  of  the 
clearing  house  and  president  of  one  of  the  leading  trust  companies 

or  banks 

Mr.  Littleton.  J.  Edward  Simmons  ? 

Mr.  Gabt.  Yes;  J.  Edward  Simmons.  Mr.  Simmons,  I  think,  at 
the  recjuest  of  Mr.  Frick,  gave  a  dinner  in  New  York,  and  invited 
Mr.  Scnwab,  Mr.  Morgan,  and  various  other  people  to  the  dinner. 
Mr.  Schwab  made  a  little  statement  at  that  dinner  concerning  the 
steel  business  that  made  quite  an  impression  on  Mr.  Morgan. 

Mr.  Young.  Do  you  remember  what  the  nature  of  that  statement 
was — what  it  related  to  ? 

Mr.  Gabt.  It  was  concerning  the  great  abiUty  of  the  Carnegie  Co. 
and  concerning  its  cost  of  production,  concerning  its  export  busLuess,^ 
which  at  that  time,  though  small  from  the  present  standpoint,  was 
considerable;  and  of  course  I  have  no  doubt  what  Mr.  Scliwab  had 
in  mind  was  the  idea  of  showing  that  it  would  be  a  ^eat  thing  in  the 
Federal  Steel  should  see  its  way  clear  to  acquirmg  the  Carnegie 
Steel  Co. 

Mr.  Young.  Did  he  say  anytlung  about  the  conditions  of  com^ 
petition  in  the  steel  business  at  that  time? 
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Mr.  Gabt.  I  was  not  there,  and  I  do  not  know  that  he  did.  I  am 
not  sure  about  that.  I  doubt  it.  But  the  next  thing  I  heard  about 
it;  one  Sunday  morning  early,  Mr.  Robert  Bacon  came  to  my  home. 

Mr.  Young.  Who  was  that  ? 

Mr.  Gary.  Mr.  Robert  Bacon,  who  was  then  a  partner  in  the  firm 
of  J.  P.  Morgan  &  Co. — then  a  member  of  the  firm — came  to  my  home 
early  Sunday  morning,  and  said  that  the  night  before  Mr.  Schwab 
had  surprised  Mr.  Morgan  by  bringing  him  a  letter  from  Mr.  Carnegie 
stating  that  he,  Mr.  Carnegie,  would  seU  his  properties  and  take  his 
pay  in  bonds  secured  on  the  properties,  as  I  remember.  He  did  not 
say  anything  to  me  about  Mr.  Gates  having  been  there  with  Mr. 
Schwab.  I  can  not  deny  that;  I  have  no  knowledge  on  the  subject, 
but  I  am  very  sure  that  Mr.  Schwab  is  mistaken  in  his  statement. 

Mr.  Young.  You  mean  Mr.  Gates  is  mistaken  in  his  statement? 

Mr.  Gaby.  I  mean  Mr.  Gates  is  mistaken  in  his  statement  that 
during  that  night  a  plan  was  formulated  for  the  organization  of  the 
United  States  Steel  Corporation.  I  know  that  could  not  be  true, 
from  what  followed.  That  is,  he  is  mistaken  in  supposing  that  that 
is  true;  that  is  what  I  mean.  I  do  not  know;  I  have  no  knowledge  of 
his  being  there.  I  never  heard  of  it  until  I  read  it  in  his  testimony. 
It  is  not,  to  my  mind,  important  whether  he  was  there  or  not,  but 
I  think  it  is  of  some  importance  to  consider  whether  they  f  ormulkted. 
that  night,  a  plan  for  the  organization  of  the  United  States  Steel 
Corporation.  Anyhow,  Mr.  Bacon  did  not  say  anything  to  me  about 
Mr.  Gates  or  anybody  else.  He  simply  had  that  letter  in  which  Mr. 
Carnegie  offered  to  sell  his  properties  and  take  his  pay  in  bonds. 

Mr.  Young.  Did  he  fix  any  price  on  them  ? 

Mr.  Gaby.  Yes;  the  price  was  fixed;  the  price  afterwards  paid  in 
bonds.  Mr.  Bacon  said  Mr.  Morgan  requested  him  to  come  and 
see  me  early  in  the  morning  and  present  the  whole  question  to  me 
and  get  my  opinion  as  to  whether  or  not  it  was  a  practical  business 
proposition  or  not.  Mr.  Bacon  and  I  went  over  the  matter  thor- 
ougnly,  it  seems  to  me,  until  lunch  time.  I  think  Mr.  Bacon  then 
went  back  to  Mr.  Morgan  and  came  again  in  the  afternoon  and 
staved  with  me  until  verv  late  that  evening,  going  over  the  matter. 

At  that  time,  from  tne  standpoint  fo  the  Federal  Steel  Co.,  the 
great  necessity  was  for  having  additional  finishing  mills,  and  having 
a  corporation  of  sufficient  capital  and  strength  to  be  able  to  increase 
very  materially  its  lines  of  business,  particularly  its  export  business, 
which  at  that  time  was  comparatively  smaU.  As  indicated  in  what 
I  have  referred  to  as  a  Httle  article  I  wrote  for  the  World  in  1900, 1 
had  referred  to  this  subject  matter  of  export  business  being  necessary, 
and  of  the  abihty  of  a  large  and  rich  corporation  to  increase  that  ex- 
port business,  that  being  one  of  the  objects  of  a  large  combination  of 
capital.  Germany,  for  instance,  at  the  present  time  with  a  capacitv 
of  something  like  9,000,000  tons  a  year — ^not  to  attempt  to  speak 
with  strict  accuracy — exports  about  50  per  cent  of  it  to  foreign  coxm- 
tries,  to  neutral  ports  all  over  the  world,  and  other  foreign  manufac- 
turers have  a  large  and  increasing  export  business.  We  had  a  very 
small  export  business  in  this  country  of  steel  products,  and  it  was 
necessary  to  do  something  to  increase  that,  to  secure  and  maintain 
a  position  in  the  trade,  in  our  contest  for  a  fair  share  of  foreign  busi- 
ness, that  is  the  business  that  came  from  neutral  ports  all  over  the 
world;  and  I  went  into  that  subject  very  carefully  with  Mr.  Bacon  on 
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that  day,  and  there  was  a  good  deal  of  discussion  between  him  and 
me  in  regard  to  the  price  wmch  Mr.  Carnegie  asked  for  his  properties. 
I  knew  Mr.  Came^e  had  given  an  option  on  his  interest  in  tnese  prop- 
erties at  a  much  less  sum,  within  two  years.  I  have  forgotten  the 
exact  date.  But  in  the  meantime  the  values  of  properties  had  very 
materially  increased,  particularly  as  to  ore  and  coal  properties,  and 
the  Carnegie  Co.  had  snown  by  the  results  of  its  business  tnat  its  earn- 
ing capacity  was  increasing  very  rapidly,  and  that  therefore  its  prop- 
erties were  much  more  valuable  than  they  were  at  the  time  that  that 
option  was  given. 

Mr.  Babtlett.  Was  the  Carnegie  Co.  a  corporation  or  a  partner- 
ship? 

Mr.  Gaby.  It  was  a  corporation  at  that  time.  Without  being  cer- 
tain About  the  names,  I  think  the  Carnegie  Co. 

The  Chaibman.  "Limited,"  it  was  called? 

Mr.  Gaby.  No,  sir;  the  Carnegie  Co.,  the  corporation,  took  over 
the  Carnegie  Steel  Co.  (Ltd.),  a  partnership,  under  the  laws  of  Penn- 
sylvania, and  that  was  the  owner  of  various  subsidiary  companies. 

I  said  to  Mr.  Bacon,  "There  are  a  good  many  things  to  consider 
about  this.  If  we  can  complete  a  corporation  that  is  large  enough 
and  rich  enough,  wit  sufficient  financial  resources,  to  nimish  us 
adequate  finishing  mills  and  enable  us  to  increase  our  export  busi- 
ness as  it  ought  k>  be  increased,  I  believe  that  this  proposition  is  at 
least  worth  considering."  And  it  was  then  agreed  oetween  us  that 
I  should  meet  Mr.  Morgan  at  his  bank  at  11  o'clock  on  Monday.  I 
did  meet  him  there,  and  he  and  I  spent  some  time  going  over  this 
matter,  and  I  explained  to  him  in  detail  the  business  reasons  for 
entertaining  this  proposition,  at  least,  and  finally  said  to  him,  "It 
seems  to  me,  if  you  think  of  this  being  practicable,  we  should  start 
from  the  Federal  Steel  Co.,  and  therefore  the  first  thing  to  do  is  to 
call  in  the  Federal  Steel  people  who  are  in  the  management — prac- 
ticaUy  in  control — of  this  corporation." 

Thereupon  we  telephoned  for  Mr.  Norman  B.  Ream,  who  has  been 
here,  and  who  was  one  of  the  directors  of  the  Federal  Steel  Co.,  who 
lived  in  Chicago  but  who  happened  to  be  in  New  York  that  morning, 
as  I  knew,  because  I  had  a  letter  from  him  that  morning  from  Chi- 
cago, and  Mr.  H.  H.  Rogers,  another  director  of  the  Federal  Steel 
Co.,  Mr.  D.  O.  Mills,  another  director,  Mr.  H.  H.  Porter,  another 
director,  and  we  got  into  telephonic  communication^  through  Mr. 
Ream  or  otilerwise,  with  Mr.  MarshaU  Field,  of  Chicago,  another 
director;  and  when  these  gentlemen  came  together,  in  my  way  I 
attempted  to  present  to  them  the  possibUties  of  an  organization  that 
would  seem  to  me  to  be  desirable  and  successful,  and  that  would  be 
a  good,  fair,  business  proposition,  and  that  would  meet  what  seemed 
to  me  to  be  the  necessities,  from  the  standpoint  of  the  business  of 
manufacturing  and  selling  iron  and  steel  in  this  country  in  competi- 
tion with  the  other  countries  of  the  world,  and  Mr.  Morgan  said  that 
so  far  as  he  was  concerned  he  knew  this  would  involve  financia 
operations  that  were  very  important  and  verv  responsible,  and  any- 
one might  hesitate  in  regard  to  it,  and  yet  ii  we  gentlemen  reached 
the  conclusion  that  it  was  a  good  business  proposition  and  perfectly 
proper  and  safe  and  reUable  from  a  business  standpoint  and  every 
other  way,  he  would  consider  acting  as  the  financial  sponsor  or  man- 
ager of  a  syndicate.    After  a  good  deal  of  discussion  and  considera- 
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tion,  while  there  was  some  opposition — a  considerable  opposition  in 
the  first  place,  particularly  on  the  part  of  Mr.  Porter — tnese  gentle- 
men assented;  and  that  is  where  we  started. 

Mr.  YouNO.  At  that  time  was  anything  contemplated  except  the 
joinder  of  the  Federal  Steel  Co.  and  the  Carnegie  Co.  t  Had  it  grown 
any  la^er  ? 

Mr.  Gaby.  It  had  grown  in  the  conversation,  yes;  no  doubt  about 
it.  Various  other  companies  were  mentioned,  particidarly  the  Wire 
Co.,  the  Tube  Co.,  and  the  Bridge  Co.,  and  later  the  National  Steel 
Co.,  because  I  believe  it  is  true  that  Mr.  Carnegie  insisted  that  the 
National  Steel  should  be  acquired.  I  never  knew  until  I  read  Mr. 
Gates's  testimony  that  that  was  the  result  of  Mr.  Moore  going  to  Mr. 
Carnegie  and  suggesting  that.  That  may  be  true.  I  have  no  knowl- 
edge on  the  subject,  but  I  do  remember,  during  the  negotiations, 
during  the  conversations,  that  the  National  Steel  was  spoken  of. 

Mr.  Young.  Was  Mr.  Moore  largely  interested  in  the  National 
Steel  at  that  time? 

Mr.  Gary.  Yes;  he  was  the  dominant  factor  there.  There  was  a 
group  of  men  consisting  of  Mr.  Moore,  Mr.  Reid,  and  Mr.  Leeds,  who 
were  dominant  in  that  company,  and  three  other  companies,  the  Tin 
Plate  Co.,  the  American  Sheet  Steel  Co.,  and  the  Amencan  Hoop  Co., 
whatever  its  technical  name  may  have  been;  and,  since  you  have 
asked  that  question,  later  came  the  consideration  of  the  Rockefeller 
ores,  with  what  was  attached.  The  first  proposition  was  as  to 
whether  or  not  we  could  organize  a  complete  corporation  which 
should  be  self-contained,  which  should  be  in  a  position  to  operate  at 
the  lowest  cost  of  production,  and  which  would  have  sufficient  finish- 
ing mills  and  sufficient  capital  to  be  able  to  compete  with  other 
manufacturers  throughout  tne  world. 

It  was  on  that  basis  we  started  this  organization;  it  was  on  that 
basis  we  completed  it. 

The  c[uestion  of  capitalization  of  that  is  involved,  I  have  no  doubt, 
in  this  investigation,  and  will  be  involved  in  the  investigation  by  the 
Department  of  Commerce  and  Labor.  I  have  no  doubt  they  will  make 
a  report  on  that  subject.  I  will  give  you  my  views  about  it.  From 
the  standpoint  of  the  original  cost  to  the  various  companies,  from  the 
standpoint  of  what  it  would  have  cost  to  reproduce  them  at  that  time, 
provided  they  could  have  been  reproduced,  which  they  could  not 
so  far  as  raw  products  were  concerned,  I  think  there  is  no  doubt  the 
United  States  Steel  Corporation  was  overcapitalized;  but  from  the 
standpoint  of  what  the  properties  were  actually  worth,  put  together, 
utilized  as  a  Uve  proposition,  as  a  going  concern,  I  do  not  think  the 
United  States  Steel  Corporation  was  overcapitahzed  at  that  time. 
It  was  my  opinion  then  and  it  is  my  opinion  now. 

Mr.  Young.  Was  the  value  largely  mcreased  by  the  elimination  of 
competition  between  some  of  these  component  factors  \ 

Mr.  Gaby.  I  do  not  think  it  was  so  much  that.  I  think  the  valua- 
tion depended  upon  the  fact  that  it  had  a  proposition  the  nearest 
perfection  in  its  line  that  had  ever  been  lormed,  with  sufficient 
capital  and  sufficient  opportunities  for  improvement  in  the  business, 
to  extend  its  lines  of  busmess,  and  to  manufacture  at  reasonable  cost, 
more  than  anything  else. 

It  has  been  suggested  here,  and  with  reason,  based  on  facts,  that 
there  was  some  competition  between  some  of  the  companies  which 
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were  taken  into  the  United  States  Steel  Corporation.  There  is  no 
effort  whatever  to  get  away  from  the  exact  facts  in  regard  to  that, 
and  I  will  be  glad  to  give  you — I  thmk  I  can  give  you  pretty  accu- 
rately— ^just  wnat  that  competition  was;  but,  compared  with  the 
whole  proposition  taken  up  at  that  time,  there  was  comparatively 
little  competition  between  the  different  companies  that  went  into  the 
United  SUttes  Steel  Corporation,  as  I  understand  it,  and  in  my  opin- 
ion, from  my  viewpoint. 

The  Carnegie  Steel  Co.  and  the  Illinois  Steel  Co.  were  in  competition 
in  the  manufacture  of  rails,  one  located  at  Pittsburg  and  the  other  at 
Chicago,  the  territories  beiii^  quite  remotely  situated.  The  Carnegie 
mills  largely  supplied  a  terntory  which  was  not  supplied  by  the  Illi- 
nois Steel  Co.,  and  the  Illinois  Steel  Co.  a  territory  wnich  was  not  sup- 
plied to  any  extent — ^to  any  large  extent — by  the  Carnegie  Co. 

Then  in  plate  to  some  extent  the  same  applies  between  the  Carne^e 
Co.  and  the  Federal  Steel  Co.,  that  is,  through  subsidiary  compames 
of  the  Federal  Steel  Co.  I  will  give  you  that  a  little  more  completely 
later,  if  you  will  allow  me,  because  I  do  not  want  to  disguise  or  mim- 
mize  what  that  competition  was;  but  in  my  opinion  the  competitive 
feature  applicable  to  these  different  compames  was  incidental.  It 
was  not  the  principal  factor,  not  the  important  factor;  certainly  it 
was  not  so  considered  by  me,  not  so  stated,  and  not  in  our  minds  at 
that  time;  and  in  saying  that  I  do  not  want  to  minimize  the  fact  that 
there  was  competition,  and  I  would  be  glad  to  give  that  to  you  exactly 
as  it  existed. 

Mr.  Young.  We  would  be  very  glad  to  have  it. 

Mr.  Gaby.  I  have  not  undertaken  to  say  anything  about  the  pre- 
vious organizations  of  these  subsidiary  companies,  and  I  am  not 
trying  to  conceal  that,  at  all.  I  have  little  knowledge  in  regard  to 
them,  except  as  to  the  Federal  Steel.  I  did  know,  however,  because 
I  had  been  somewhat  connected  with  it  at  an  earlier  day,  that  the 
Wire  Co.  had  put  together  some  wire  companies  which  were  in  com- 
petition. That  we  had  nothing  to  do  with.  We  took  the  Wire  Co. 
and  all  these  other  companies  as  we  found  them  at  the  time.  I  did 
not  know  anything  about  the  Tube  Co.  and  I  did  not  know  anything 
about  the  Bridge  Co.  Mr.  Roberts  is  here,  and  he  can  tell  you  au 
about  the  Bridge  Co..  and  others  can  tell  you  all  about  the  other 
companies.  I  knew  little  about  them,  and  I  doubt  whether  Mr. 
Morgan  knew  much  about  them.  He  had^  though,  in  the  way  of 
financing  or  representing  syndicates,  I  believe,  some  relation  with 
the  TuTO  Co.  and  with  tne  Bridge  Co. 

It  has  been  stated  during  this  investigation,  I  think,  that  there 
were  threats  on  the  part  of  Mr.  Carnegie  to  build  a  tube  miU,  and  that 
was  an  important  factor.  If  that  is  so,  I  did  not  know  of  that^  I  did 
not  hear  of  that,  and  I  have  no  comments  to  make  about  it.  It 
certainly  was  not  spoken  of  in  our  deUberations.  I  had  heard  that 
Mr.  Carnegie  was  considering— had  said  something  about— building  a 
railroad  from  Pittsburg  to  New  York,  and  that  had  disturbed  tne 
Pennsylvania  Railroad  people.  I  had  no  knowledge  on  that  subject. 
I  do  not  remember  to  have  neard  it  referred  to  at  uiat  time. 

Mr.  Young.  You  are  sure  you  heard  no  conversation  by  Mr.  Morgan 
in  regard  to  that  railroad  proposition  t 

Mr.  Oabt.  I  do  not  remember  to  have  heard  anything  about  it,  but 
I  do  not  say  that  he  did  not  speak  about  it.    Of  course  others  might 
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correct  me.  I  had  heard,  I  know,  that  Mr.  Carnegie  talked  of  building 
a  railroad  from  Pittsburg  to  New  York  because  he  got  into  some  alter- 
cation with  the  Pennsylvania  Railroad  Co.  in  regard  to  freights  from 
Pittsburg  to  New  York.  But  I  have  heard  a  great  deal — I  nave  seen 
more  or  less  in  the  newspapers — about  a  desire,  a  disposition,  to  elimi- 
nate Mr.  Carnegie,  and  all  that.  I  do  not  know.  Mr.  Carnegie  was 
no  doubt  anxious  to  sell  his  properties  at  what  he  then  considered  was 
a  good  price  and  what  he  now  considers  was  a  very  small  price,  as  he 
has  stated  repeatedly  and  with  emphasis,  and  we  were  desirous  of  secur- 
ing the  Carnegie  properties  and  the  other  properties  for  the  reasons 
I  nave  given,  and  we  secured  them  at  the  best  prices  obtainable, 
every  one  of  them.  If  we  paid  too  much,  it  was  because  we  could 
not  help  ourselves;  we  could  not  get  them  without.  I  was  in  very 
close  connection  with  this  proposition  from  the  beginning,  as  I  have 
stated,  until  the  corporation  was  organized,  being  at  Morgan's  every 
day  a  part  of  the  day  and  with  the  counsel  in  the  case  another  part  of 
most  of  the  days.  When  it  came  to  deciding  upon  the  form  of 
organization,  the  charter,  and  by-laws,  and  all  that  sort  of  thing,  I 
was  present  and  participated  in  it.  Nothing  was  said  about  the  form 
of  the  corporation  until  some  time  after  the  first  meeting.  I  am 
very  sure  that  up  to  that  time  Mr.  Morgan  had  never  given  any 
thought  to  it,  and  certainly  from  that  time  Mr.  Gates  never  had  any- 
thing whatever  to  do  with  it  except  in  representing,  with  others,  the 
Wire  Co.,  in  trying  to  get  all  he  possibly  could  for  himself  and  other 
stockholders. 

Mr.  Bartlett.  May  I  ask  you  a  question  there?  This  was  in 
1901,  was  it? 

Mr.  Gary.  In  1901. 

Mr.  Bartlett.  At  the  time  of  the  formation- of  the  Federal  Steel 
Co.? 

Mr.  Gary.  No,  no;  the  United  States  Steel.  The  Federal  Steel 
was  organized  in  the  summer  of  1908.  I  think  it  required  two  or 
three  months'  work — about  three  months'  work — before  we  com- 
menced operations;  or,  at  least,  the  company  was  embarked  about 
the  1st  of  November,  1908. 

Mr.  Bartlett.  Was  it  in  1905  that  the  threat  was  abroad,  or  sug- 
gested, or  afloat,  that  Mr.  Carnegie  was  to  build  this  tube  works  and 
the  railroad  ? 

Mr.  Gary.  Judge  Bartlett,  I  never  heard  anything  about  the  tube 
works,  and  I  do  not  know  anything  about  that. 

Mr.  Bartlett.  I  find  in  Mr.  Schwab's  testimonv  before  the  Wavs 
and  Means  Committee  in  1908,  the  following  on  that  subject: 

Mr.  CocKRAN.  And  in  1901,  when  there  was  an  announcement  or  threat  that  there 
would  be  Bome  competition  through  Mr.  Carnegie's  goin^  into  the  tubing  busineas, 
the  Carnegie  Co.  going  into  it,  there  was  another  consohdation  in  which  they  were 
all  merged  in  one  company,  and  the  price  continued  the  same? 

Mr.  Schwab.  Quite  correct. 

That  is  from  Mr.  Schwab's  testimony  before  the  Ways  and  Means 
Committee. 

Mr.  Gary.  I  want  to  say  this.  I  believe,  so  far  as  the  businass 
part  of  the  organization  of  the  United  States  Steel  Con>oration  is 
concerned,  that  I  am  as  familiar  as  anyone  with  it.  I  think  I  had 
more  to  do  with  that  proposition  than  anyone  else.  I  think  Mr. 
Morgan  relied  upon  me  to  a  kirge  extent  with  reference  to  the  busi- 
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ness  part  of  it,  and  the  question  of  a  tube  company,  a  proposed  tube 
mills,  by  Mr.  Carnegie,  aid  not  enter  into  the  calculations,  so  far  as 
I  know.  I  can  not  say  what  was  in  Mr.  Carnegie^s  mind  or  in  the 
minds  of  others. 

Mr.  Bartlett.  On  page  1641  of  the  same  hearing  before  the  Ways 
and  Means  Conamittee,  Mr.  Schwab  testified  as  follows: 

Mr.  Schwab.  The  consolidation,  as  you  term  it,  of  the  steel  corporations  in  about 
the  year  1901  came  about  in  this  way: 

Mr.  Morgan  asked  me  if  Mr.  Carnegie  wanted  to  sell  his  interests  in  iron  and  steel; 
that  he  then  had  large  interests  in  tne  Federal  and  other  companies.  I  approached 
Mr.  Camegie,  and  Mr.  Carnegie  said  he  would  sell,  and  we  sold  our  company  to  Mr 
Moiraui,  under  conditions  with  which  you  are  aU  ^miliar.  We  knew  the  properties 
Mr.  Morgan  controlled  and  upon  which  he  was  to  give  us  a  mortgage  bond,  and  that 
is  all  there  was  to  it. 

Mr.  Gaby.  I,  of  course,  can  not  speak  for  anyone  else  but  myself. 
I  have  given  my  recollection  of  the  facts  leading  up  to  and  resulting  in 
the  formation  of  the  United  States  Steel  Corporation,  from  my  stand- 

fioint,  and  from  my  own  connection  and  knowledge.  I  can  not  speak 
or  others.  I  do  not  know  what  was  in  their  minds.  I  only  know  of 
my  connection. 

Mr.  Bartlett.  Mr.  Schwab  was  interested  in  the  Carnegie  Co.  ? 

Mr.  Gary.  He  was.  He  was  president  of  it;  and  he  was  frequently 
in  the  bank  of  J.  P.  Morgan  &  Co. ;  but  I  would  not  say  that  he  repre- 
sented Mr.  Morgan  in  determining  what  should  be  done  with  reference 
to  the  business  part  of  this  proposition.  I  would  not  detract  in  any 
way  froiQ 

Mr.  Bartlett.  You  were  the  legal  adviser  at  that  time  of  the 
Federal  Steel  Co.  t 

Mr.  Gary.  I  was  the  president  of  the  Federal  Steel  Co. 

Mr.  Bartlett.  And  the  legal  adviser  of  the  United  States  Steel 
Co.? 

Mr.  Gary.  No,  sir. 

Mr.  Bartlett.  You  were  not  connected  with  their  legal  depart- 
ment) 

Mr.  Gary.  No,  sir. 

Mr.  LiNDABURY.  That  company  was  not  formed  at  that  time. 

Mr.  Gary.  I  have  not  been  practicing  law  since  I  left  Chicago  to 
take  the  presidency  of  the  Federal  Steel  Co.,  very  much  to  my 
surprise. 

Mr.  Bartlett.  Who  did  have  charge  of  the  legal  details  of  forming 
the  corporation  i 

Mr.  Gary.  Of  forming  what  ? 

Mr.  Bartlett.  The  United  States  Steel  Corporation  ? 

Mr.  Gary.  Oh;  the  gentlemen  in  charge  of  that  were  Francis 
Lynde  Stetson  and  Victor  Morawetz,  although  I  was  morQ  or  less 
connected  with  it,  I  must  admit. 

Mr.  Bartlett.  You  were  consulted — I  do  not  mean  as  a  lawyer, 
but  vou  were  consulted  by  the  lawyers  who  were  engaged  in  arranging 
the  legal  details  for  the  formation  of  the  United  States  Steel  Corpora- 
tion, were  you  not  ? 

Mr.  Gary.  I  was ;  yes,  sir. 

Mr.  Young.  Are  you  through.  Judge  Bartlett? 

Mr.  Bartlett.  Yes,  sir;  thank  you. 

Mr.  Young.  What  were  the  companies  that  were  taken  in  origi- 
nally when  the  United  States  Steel  Corporation  was  formed  ? 
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Mr.  Gary.  The  Federal  Steel  Co.,  the  Moore  group,  so  called. 

Mr.  Young.  That  is  the  National  ? 

Mr.  Gary.  The  National  Steel,  the  American  Tin  Plate,  the  Amer- 
ican Sheet,  the  American  Hoop,  the  American  Bridge  Co.,  the 
National  Tube  Co.,  the  Carnegie  Co.  of  course,  the  American  Steel  & 
Wire  Co.;  and  before  we  finished,  the  Rockefeller  Co.,  the  Consoli- 
dated Iron  Mines. 

Mr.  Young.  Did  that  go  in  as  a  part  of  the  original  consolidation, 
or  did  it  go  in  after  the  company  was  organized  ? 

Mr.  Gary.  It  came  in  before  we  started  business;  it  was  not  in  at 
the  beginning. 

Mr.  Young.  After  the  terms  of  the  organization  had  been  agreed 
upon  you  sent  out  circulars,  did  you  not,  to  the  stockholders  of  these 
Tarious  companies,  and  they  were  printed  in  the  newspapers  ? 

Mr.  Gary.  Circulars  were  sent  out,  and  all  the  details  of  this 
organization  are  shown  in  those  circulars. 

Mr.  Young.  Have  you  any  of  them  ? 

Mr.  Gary.  I  do  not  know  that  we  have,  but  I  beUeve  they  are 
obtainable.    Have  you  not  got  them,  Mr.  Chairman  ? 

The  Chairman.  No  ;  I  have  not.  I  would  like  to  have  you  put  one 
in  the  record,  right  here. 

Mr.  Young.  They  stated,  as  I  recollect,  the  terms  on  which  each 
company  came  in. 

Mr.  Gary.  We  wiU  try  to  get  those  for  you,  Mr.  Chairman. 

Mr.  Young,  At  the  time  when  that  circular  was  sent  out,  were  the 
Kockef  eller  mines  included  ? 

Mr.  Gary.  I  can  not  answer  that  now.     I  would  doubt  it,  but  I 
may  be  mistaken.     I  am  not  certain.    Certainly  they  did  come  in 
before  we  completed  the  organization. 

Mr.  Young.  You  will  produce  that  circular  if  you  can  find  it  ? 

Mr.  Gary.  Yes;  or  perhaps  a  typewritten  copy.  They  were  all 
made  public  at  the  time. 

Mr.  Young.  Yes.  They  were  not  only  sent  to  stockholders,  but 
they  were  printed  in  the  newspapers  ? 

Mr.  Gary.  They  were,  and  I  think  the  Department  of  Commerce, 
through  the  Bureau  of  Corporations,  has  copies  of  them;  and  if  are 
to  get  the  report  soon,  as  I  read,  then  you  will  get  pretty  full  infor- 
mation in  regard  to  that. 

Mr.  Young.  Since  that  original  organization,  what  properties  have 
you  added,  and  when,  and  what  were  the  circumstances  under  which 
they  were  added. 

Mr.  Gary.  We  took  over  the  Union  Steel  Co. 

Mr.  Young.  Do  you  remember  what  that  was? 

Mr.  Gary.  December,  1902.  I  think  our  reports  show,  in  detail, 
just  what  we  acquired  then,  and  the  terms,  and  I  will  be  very  glad  to 
furnish  a  report  showing  that  in  detail. 

Mr.  Young.  We  will  be  very  glad  to  have  it. 

Mr.  Gary.  And  next,  the  Clairton  Steel. 

Mr.  Young.  What  was  that  ? 

Mr.  Gary.  The  Clairton,  a  company  formed  by  the  Crucible  Steel 
for  the  purpose  of  manufacturing  iron  and  steel,  some  finished  steel. 
They  became  involved.  They  were  in  the  hands  of  a  receiver.  We 
were  approached  by  the  receiver  at  different  times  to  purchase  this 
property,  and  I  think  about  a  year  after  we  were  first  approached  we 
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did  take  over  those  properties,  and  our  reports  will  show  the  date,  and 
the  price  we  paid,  and  what  we  obtained. 

Mr.  Bartlett.  You  acquired  an  interest  before  that  in  the  Pitts- 
burg Steamship  Co.,  and  in  the  Oliver  Iron  Mining  Co.,  did  jou  not  ? 

mr.  Gary.  No;  they  were  a  part  of  the  Carnegie  properties.  No; 
when  we  acquired  the  Carnegie  Co.,  we  acauired  those  companies 
which  you  have  mentioned,  which  were  subsiaiary. 

Then  we  acquired  at  one  time — the  exact  date  I  have  forcotten, 
but  it  is  not  very  important  to  be  considered — what  was  called  the 
Troy  Steel  Products  Co.,  which  owned  some  furnaces  of  a  second 
class — ^in  a  second-class  condition — located  at  Troy,  N.  Y.  This 
company  owned  some  iron-ore  properties  in  northern  New  York, 
and  it  was  then  believed  that  tnat  ore  could  be  utilized  in  these 
furnaces,  and  if  so,  we  could  have  used  that  iron  at  our  Worcester, 
Mass.,  plant,  belonging  to  the  Wire  Co. ;  but  we  never  did  find  it 
practical  to  use  those  ores,  and  we  utilized  the  machinery  elsewhere, 
and,  I  think,  got  out  of  the  properties  pretty  near  what  we  paid  for 
them.  It  was  not  a  going  concern.  It  had  been  idle  for  years, 
and  was  not  veiy  important. 

Mr.  Young.  Did  th-at  company  manufacture  anything  but  pig 
iron? 

Mr.  Gaby.  They  had  some  furnaces,  and  they  had  a  small  rolling 
mill.  I  think,  but  that  had  been  idle  for  a  good  many  years,  and 
really  all  we  expected  to  utilize  the  plant  for,  if  at  all,  was  for  the 
manufacture  of  iron  out  of  the  New  x  ork  ores,  which  we  could  use, 
as  I  have  said,  at  Worcester,  Mass. 

Mr.  Young.  What  did  the  business  of  the  Clairton  Co.  consist  of  ? 

Mr.  Gaby.  They  manufactured  iron  and  billets,  I  think. 

Mr.  Young.  And  the  Union  Steel  Co,  ? 

Mr.  Gaby.  They  manufactured  some  iron  and  some  steel. 

Mr.  Young.  In  what  form  ? 

Mr.  Gaby.  They  manufactured  open-hearth  steel,  and  they  manu- 
factured wire  at  the  Donora  plant  and  at  South  Sharon.  They  had 
a  little  plate  mill;  perhaps  a  small  bar  mill.  They  owned  consider- 
able iron  ore  and  considerable  coal,  and  they  were  quite  valuable; 
and  these  plants  we  have  improved  and  put  in  condition  and  utilized 
to  good,  fair  advantage.  I  do  not  know  but  they  had  some  other 
products.    I  am  not  quite  sure. 

Mr.  Young.  Have  you  now  stated  all  of  the  companies  that  the 
United  States  Steel  Corporation  has  acquired,  except  the  Tennessee 
Coal  &  Iron  t 

Mr.  Gaby.  Not  quite. 

Mr.  Young.  Since  its  organization  ? 

Mr.  Gaby.  No;  I  have  not,  quite;  I  think.  I  think  I  have  men- 
tioned all  that  tiie  United  States  Steel  Corporation  took  over,  direct, 
except  the  Tennessee  Coal  &  Iron,  which  has  been  referred  to;  but 
I  was  going  to  say,  I  think  the  Wire  Co.  took  over  a  small  plant 
at  Trenton,  N.  J.,  which  had  another  line  of  products,  I  think,  and 
also  bou^t  of  the  receivers  of  the  National  Steel  &  Wire  Co.,  located 
at  New  Haven,  Conn.^  that  property.  That  company  failed  and  was 
in  the  hands  of  a  receiver,  and  we  purchased  that  propert^r,  and  have 
utilized  a  part  of  it  for  the  manufacture  of  cable  wire,  I  think.  That 
was  bought  at  auction  sale.  We  were  not  in  competition  with  that, 
at  all,  as  I  remember  it. 

W36S— No. 
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Mr.  Young.  You  acquired  the  Sharon  ? 

Mr.  Gabt.  The  Sharon  was  a  part  of  the  Union  Steel.  The  Sharon 
and  Donora  plants  were  a  part  of  the  Union  Steel. 

Mr.  LmLETON.  What  date  was  that  f 

Mr.  Gary.  I  gave  that;  it  was  about  December,  1902. 

Mr.  Young.  Have  you  acquired  any  properties  since  the  acquisi- 
tion of  the  Tennessee  Coal  &  Iron  Co.,  and  if  so,  whatt 

Mr.  Gaby.  I  think  not.  I  do  not  remember  any.  My  assistant 
says  he  thinks  within  a  comparatively  short  time  we  did  buy,  at  auc- 
tion sale — at  least,  the  Wire  Co.  bought — the  National  plant  at  New 
Haven. 

Mr.  Young.  What  kind  of  a  concern  was  that  t 

Mr.  Gaby.  That  is  the  one  I  have  said  manufactured  cable  wire, 
I  think. 

Mr.  Young.  Does  that  include  all,  now  i 

Mr.  Gaby.  I  think  so. 

Mr.  Babtlett.  Will  you  permit  me 

'Mr.  Gaby.  I  will  be  very  glad  to  be  corrected. 

Mr.  Babtleti.  I  do  not  want  to  correct  anythinj?. 

Mr.  Gaby.  Or,  if  I  -have  overlooked  anything,  I  wul  be  glad  to  have 
it  mentioned. 

Mr.  Babtlett.  Did  you  not  acquire  the  Lake  Superior  Consolidated 
Iron  Mines  ? 

Mr.  Young.  He  has  spoken  of  that. 

Mr.  Gaby.  Yes;  that  was  the  Rockefeller  property.  The  Rocke- 
feller properties  went  into  the  original  United  States  Steel  Corpo- 
ration. 

There  may  have  been  one  or  two  other  little  mills  somewhere  that 
the  Wire  Co.  may  have  purchased  at  auction;  I  am  not  quite  certain 
as  to  that,  or  otherwise.  I  would  sav  it  is  not  very  important.  Yes ; 
I  have  forgotten  one.  The  United  States  Steel  Corporation  pur- 
chased the  Shelby  Steel  Tube  Co.  I  may  not  have  got  the  exact 
name. 

Mr.  Babtlett.  It  is  the  Shelby  Steel  Tube  Co. 

Mr.  Gaby.  Yes ;  that  is  the  name. 

Mr.  Young.  When  was  that  ? 

Mr.  Gaby.  The  latter  part  of  1901 — in  the  summer  of  1901.  They 
manufactured  the  seamless  tubes. 

Mr.  Young.  Did  that  company  have  some  patents  which  were 
valuable  ? 

Mr.  Gaby.  The  Shelby  Steel  Tube  Co.  ? 

Mr.  Young.  Yes. 

Mr.  Gaby.  I  think  it  did.     I  am  inclined  to  think  so. 

Mr.  Young.  What  did  it  manufacture  f 

Mr.  Gaby.  Seamless  tubes. 

Mr.  Young.  Seamless  tubes  ? 

Mr.  Gaby.  Yes.  We  have  attempted,  whenever  we  could,  to 
increase  the  diversity  of  our  products.    We  have  done  that  to  a  very 

Seat  extent.  I  think  we  sold  the  Shelby  Steel  Tube  Co.  steel.  They 
lished  it  into  seamless  tubes.  They  were  not  very  successful,  and 
they  were  very  anxious  to  sell,  and  they  were  our  customers,  and  we 
finally  purchased  the  property  on  a  fair  basis. 

lk&.  I OUNG.  In  the  acquisition  of  the  Carnegie  company  did  you 
acquire  very  extensive  bodies  of  iron  ore  ? 
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Mr,  Gary.  We  did. 

Mr.  Young.  Those  were  operated  by  the  Oliver  Iron  Mining  Co.  ? 

Mr.  Gary.  They  were.  Carnegie  had  five-sixths  interest,  and  the 
Olivers  onenaixth  interest. 

Mr.  Young.  And  through  the  Federal  Steel  Co.  you  acquired  the 
veiy  valuable  iron  properties  of  the  Minnesota  Iron  Co.  ? 

Mr.  Gary.  We  did. 

Mr.  Young.  And  through  the  purchase  from  Mr.  Rockefeller  you 
acquired  very  valuable  iron  properties  on  the  Mesaba  ? 

5£r.  Gary.  We  did. 

Mr.  Young.  These  iron-mining  companies  previous  to  that  time 
had  been  competing  companies  in  the  production  of  ore  ? 

Mr.  Gary.  I  womd  not  say  that;  certainly  not  to  any  appreciable 
extent.  I  might  be  mistaken  in  some  respects.  The  Cam^ie  ore 
properties  were  acquired  to  furnish  ore  to  the  Carnegie  manufacturing 
plants. 

Mr.  Young.  Yes. 

Mr.  Gary.  The  Minnesota  Iron  Co.  was  acquired  to  furnish  ore  to 
the  Federal  Steel  subsidiary  manufacturing  plants.  They  sold  very 
little,  if  any,  in  the  open  market.  Certaimy  they  did  not  intend  to 
remain  in  that  business,  if  they  were  in  it  at  all.  The  Rockefellers 
had  no  manufacturing  plants,  and  they  sold  to  whomsoever  they 
could. 

Mr.  Young.  Their  ore  properties  were  very  extensive,  were  they 
nott 

Mr.  Gary.  Well,  they  were.  I  think  the  Federal  Steel  Co.  ore 
properties  were  the  most  extensive  and  the  most  valuable;  but  the 
Kockefeller  ore  properties  were  very  extensive  and  very  valuable, 
no  doubt. 

Mr.  Young.  They  ran  into  hundreds  of  millions  of  tons,  did  they 
nott 

Mr.  Gary.  Yes. 

Mr.  Young.  It  has  been  claimed  that  there  was  an  attempt  on  the 
part  of  tiie  United  States  Steel  Corporation  to  dominate  the  market 
through  the  holding  of  all  of  the  merchantable  iron  ore,  or  so  large  a 
proportion  of  it  that  they  could  control  the  market  in  that  way.  I 
wisn  you  would  state,  so  far  as  you  know,  what  proportion  of  the 
known  merchantable  iron  ore  is  owned  by  the  United  States  Steel 
Corporation,  the  developed  fields,  or  those  that  have  been  measured 
up,  as  we  say,  so  that  we  know  what  they  are. 

Mr.  Gary.  In  the  Lake  Superior  district  t 

Mr.  Young.  Yes ;  in  the  Lake  Superior  district. 

Mr.  Gary.  I  think  I  have  already  stated  that  the  Government 
reports  state  that  we  have  about  50  per  cent.  I  think  if  the  Hill 
ores  are  to  be  retained  by  us,  which  is  a  question  not  yet  settled  by  a 
good  deal,  our  percentage  in  that  district  would  be  more  than  that — 
something  more.  As  to  iust  what  is  merchantable  ore,  I  have  no 
doubt  you  know  better  tnan  I  that  that  is  not  entirely,  definitely 
ascertamable  at  any  time,  and  it  is  changing  all  the  time,  because 
poorer  qualities  of  ore  are  coining  in;  and,  strange  as  it  may  seem  to 
one  not  posted,  if  all  the  ores  that  are  usable  to-day  in  this  country 
should  become  exhausted,  ^ere  are  still  billions  of  tons  of  ore  in  this 
coimtry  which  will  be  usable. 


216  UNITED  STATES  STEEL  GOBPOSATION. 

Mr.  Young.  Yes.  Right  in  that  connection,  is  it  not  true.  Judge 
Gary,  that  when  the  Mesaba  was  first  discovered  it  was  found  impos- 
sible to  use  but  a  very  small  proportion  of  those  ores,  except  in  con- 
nection with  other  ores,  something  like  20  per  cent  t 

Mr.  Gaby.  That  is  true,  and  the  ore  was  not  supposed  to  be  of  much 
value  to  one  who  did  not  nave,  or  could  not  get,  some  of  the  old-range 
ores;  so  called,  for  mixture. 

Mr.  Young.  Now,  those  ores  are  used  alone,  are  they  not  t 

Mr.  Gaby.  They  are  to  a  greater  or  less  extent;  to  a  considerable 
extent,  yes. 

Mr.  jToung.  And  that  change  has  been  going  on  through  the  whole 
ore  business,  has  it  not,  for  many  years  ? 

Mr.  Gaby.  That  is  true. 

Mr.  Young.  Since  the  time  that  you  testified  before  the  Ways  and 
Means  Committee,  is^  it  not  a  fact  tnat  there  have  been  discoveries  of 
very  large  bodies  of  iron  ore  in  the  Lake  Superior  re^on  ? 

Mr.  Gaby.  It  is  true  there  has  been  a  good  deal  discovered.'  Con- 
ditions have  quite  materially  changed. 

Mr.  Young.  And  that  has  been  true  through  a  lon^  series  of  years, 
has  it  not,  that  we  have  been  discovering  ores  where  we  had  no 
expectation  of  doing  so  a  year  or  two  before  ? 

Mr.  Gaby.  It  has;  and  not  only  that,  but  that  ore  which  was  not 
supposed  to  be  useful  at  all  a  comparatively  short  time  f^o  is  now 
capable  of  being  utilized  in  the  furnaces  by  treatment.  The  ore  is 
concentrated  by  one  process  or  another,  and  a  good  many  people  who 
had  ore  not  considered  of  much  value  some  time  ago  have  now  found 
that  it  is  very  valuable. 

Mr.  YoxTNG.  So  that  the  amount  of  merchantable  ore  in  this  co\m- 
try  is  not  a  fixed  quantity  ? 

Mr.  Gaby.  It  is  not. 

Mr.  Young.  It  is  constantly  Rowing  ? 

Mr.  Gaby.  It  is.  Before  I  nmsh  I  hope  you  will  allow  me  to  state 
to  the  committee  just  which  of  the  subsidiary  companies  were  in  com- 
petition, and  to  what  extent,  and  to  give  vou  the  names  of  the  com- 
panies which  were  not  in  competition  at  all,  so  that  you  wiU  see  that 
that  applied  to  most  of  the  companies. 

Mr.  1 OUNQ.  I  was  intending  to  return  to  that,  but  I  wanted  to  ask 
yo   just  one  question  here. 

Mr.  Gaby.  Very  well.  Also  I  would  hke  to  state  to  you,  before  I 
finish,  just  what  percentage  of  the  steel  business  we  had  when  we 
started  and  how  that  has  been  changed  and  reduced,  and  also  our 
general  policy  which  we  attempted  to  carry  into  eflFect. 

Mr.  Littleton.  Excuse  me,  Mr.  Young,  it  does  not  seem  possible 
for  Judge  Gary  to  finish  this  evening  on  that  subject.  I  do  not  know 
how  anybody  else  is  situated,  but  I  have  not  even  been  to  my  office 
or  to  the  House  or  any  other  place  to-day,  and  if  Judge  Gary  can  not 
finish  to-night  we  might  as  well  stop  now  and  let  binn  resume  in  the 
morning.     1  do  not  wwit  to  interrupt  you  by  saying  that,  Mr.  Yoimg. 

Mr.  Young.  I  have  not  very  mucn  more  to  say.  One  thing  1 
wanted  to  say  right  now,  before  I  forget  it,  is  this :  The  other  day  I 
requested,  Judge  Gary,  that  you  have  us  furnished  a  statement  of 
your  ownership  of  ores  in  the  Lake  Superior  region,  showing  what 
were  leased  and  when  the  leases  expired,  and  so  on.  Is  that  being 
done? 
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Mr.  Gaby.  Yes;  but,  of  course,  you  must  know  that  is  quite  an 
undertaking.    It  will  take  some  time  to  do  it.    We  will  endeavor  to 

five  the  committee  all  the  information  you  call  for  as  soon  as  we  can 
0  it  and  in  a  form  that  will  make  it  perfectly  plain. 

Mr.  YouNO.  I  await  the  pleasure  of  the  committee  as  to  whether 
I  should  go  on  now. 

The  Chairmak.  I  would  suggest  that  if  you  require  only  a  few 
minutes  more  to  close,  if  you  nave  only  a  few  more  questions,  you 
mkht  ask  them. 

Mr.  Young.  I  wish  to  go  back  simply  to  these  matters  that  Judge 
Gary  himself  suggested. 

Tne  Chatrman.  Then  we  will  sit  five  minutes  more. 

Mr.  Young.  It  will  take  longer  than  that,  Mr.  Chairman. 

Mr.  Gaby.  I  could  not  go  over  it  in  a  few  minutes. 

Mr.  Young.  It  would  not  be  fair  to  the  witness. 

Mr.  Gaby.  I  wiU  say  that  I  found,  Mr.  Chairman,  that  those  rail- 
roads in  the  Northwest  are  imder  the  jurisdiction  of  the  Interstate 
Commerce  Commission,  and  that  the  reports  are  filed  with  the  Inter- 
state Commerce  Commission.  I  think  I  was  in  some  doubt  about 
that  when  you  asked  me. 

The  Chaibbcan.  Yes;  we  will  get  that  clearly. 

(At  5.05  o'clock  p.  m.  the  committee  adjourned  until  to-morrow, 
Thursday,  June  8,  1911,  at  10.30  o'clock  a.  m.) 
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Speoial  Committee  on  the  Investigation 
OP  THE  United  States  Steel  CobporatioN; 

Thursday,  June  5, 1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 
The  Chairman.  The  committee  will  resume  its  session. 

STATEMENT  OF  ELBEST  E.  GARY— Oontinued. 

Mr,  Young.  When  we  adjourned  last  evening- 


Mr.  Oaby.  Before  you  commence,  may  I  say  that  I  have  secured 
the  record  in  the  case  referred  to  at  Pittsburg.  The  title  of  the  case 
is  James  W.  Shields  t;.  Hostetter-ConneUsviUe  Coke  Co.  et  al.,  and 
here  [exhibiting]  is  a  certified  copy  of  the  decree,  and  we  have  the 
whole  record  here,  as  I  promised  to  produce  it  for  the  committee. 

Mr.  LiNDABUBT.  Suppose  you  read  the  decree,  so  that  it  will  go 
into  the  record. 

Mr.  Gaby  (reading) : 

And  now,  November  7, 1908,  thia  cause  came  on  for  hearing  and  no  testimony  having 
been  taken  under  the  various  orders  of  court  heretofore  made,  and  counsel  for  com- 
piamant  being  present  in  court  and  stating  there  was  no  intention  of  taking  testimony 
m  support  of  the  bill  the  cause  is  now  dionisBed  at  plaintiff's  cost. 

Per  curiam.  ^ 

Jos.  BimiNOTON,  Judge. 

Mr.  Babtlett.  'Leading  up  to  that,  was  there  an  arrangement  ? 

Mr.  Gaby.  Not  at  all;  there  was  no  arrangement. 

Mr.  Babtlett.  Was  there  a  friendly  settlement  ? 

Mr.  Gaby.  No,  sir.  The  defendants^  counsel  had  been  securing 
orders  of  the  court  to  force  the  complainant  to  put  in  his  testimony. 

Mr.  Babtlett.  It  was  a  failure  to  further  prosecute  ? 

Mr.  Gaby.  Yes,  sir. 

One  other  thing  in  answer  to  the  inquiry  by  the  chairman.  The 
total  output  of  coal  of  the  Pittsburg  and  Monongahela  River  Coal 
Cos.  for  1910  was.  24,250,000  tons.  Our  companies,  so  called,  took 
under  their  contract  4,727,000  tons  or  about  19  per  cent  of  the  total 
output,  larger  than  I  had  supposed.    Those  are  the  figures. 

Mr.  Young.  Now,  you  will  remember  when  we  adjourned  last  night 
you  were  just  starting  to  make  a  statement  of  the  competition  which 
existed  between  the  different  units  of  the  United  States  Steel  Corpo- 
ration before  they  were  consolidated  into  that  company.  Please 
proceed  with  that. 

Mr.  Gaby.  The  Carnegie  Steel  Co.,  the  subsidiary  companies  of  the 
Federal  Steel  Co.,  the  American  Steel  Hoop  Co.,  and  the  National 
Steel  Co.  were  to  some  extent  in  competition.    The  four  companies 
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were  not  competitive  with  one  another  on  all  the  lines  of  the  produc- 
tion of  the  respective  companies.  The  greater  part  of  the  National 
Steel  Co.'s  product  was  billets  and  sheet  bars  and  were  sold  to  the 
American  Tin  Plate  and  also  to  the  Sheet  Steel  Co.  I  thought  I 
could  give  you  now  the  percentage  perhaps  of  the  competition,  but 
I  can  not  do  that  without  further  inquiry. 

The  American  Wire  &  Steel  Co.,  the  National  Tube  Co.,  the  Ameri- 
can Tin  Plate  Co.,  the  American  Sheet  Steel  Co.,  the  American  Bridge 
Co.,  and  the  Lake  Superior  ConsoUdated  Iron  Mines  were  not  in 
competition  with  one  another  or  with  the  other  companies.  When 
we  commenced  business 

Mr.  Young  (interposing) .  Before  you  go  on  with  that,  will  you  state 
what  were  the  articles  manufactured  by  these  companies  in  the  first 
group;  what  competing  company  did  compete  ? 

Mjt.  Gabt.  I  stated  that  the  other  daj  about  as  fully  as  I  can.  I 
would  say  that  the  principal  competition  was  between  the  Illinois 
Steel  Co.  and  the  Carnegie  Co.  in  the  sense  of  making  the  same  articles 
or  some  of  the  same  articles ;  they  were  substantiaUy  in  competition. 
I  do'  not  wish  to  minimize  that.  That  is  true  in  the  manufacture  of 
rails  particularly.  So  far  as  products  are  concerned,  they  were  in 
substantial  competition,  and  I  would  say  that  those  were  the  principal 
articles. 

However,  as  you  know,  the  freight  rates  from  Pittsburg  to  Chicago 
are  quite  large  and  I  believe  at  that  time  were  in  the  neighborhood  of 
S3  per  ton.  The  market  of  the  Illinois  Steel  Co.  was  in  the  great  and 
growing  West  largely.  That  is,  they  supplied  largely  the  western 
railroads  who  had  terminals  in  Chicago,  and  of  course  ^^fy  did,  to 
some  extent,  furnish  rails  to  railroads  which  came  from  the  East  and 
had  their  terminals  in  Chicago,  but  the  Carnegie  Steel  Co.  in  turn 
had  a  natural  market  which  surrounded  its  plant— that  is,  the  railroads 
having  terminals  in  Pittsburg — and  when  you  consider  the  respeo- 
tive  territory  or  fields  of  the  two,  there  was  not  so  much  competition 
as  it  would  appear,  although  it  is  the  fact  that  the  Carnegie  Co.  did 
m  time  come  mto  the  western  field  and  into  territories  which  were  not 
controlled  to  the  extent  at  that  time  at  least  of  selling  rails,  I  believe, 
as  low  as  $16  a  ton,  at  a  time  when  the  Illinois  Steel  Co.  was  con- 
sidering going  into  the  hands  of  a  receiver  and  came  very  near  it. 
It  did  not  pay  any  dividends,  so  far  as  I  know,  and  I  believe  it  did 
not  pay  any  dividends  at  all,  up  to  1899. 

Mr.  Babtlett.  Right  there.  When  was  the  Federal  Steel  Co. 
formed  ? 

Mr.  Gaby.  In  1898. 

I  believe,  perhaps,  if  unrestricted  and  imchecked  destructive 
competition  had  gone  on  the  Illinois  Steel  Co.  would  undoubtedly 
have  been  driven  out  of  business  and,  perhaps,  I  might  say  more. 
I  do  not  say  it  with  a  view  of  casting  anv  reflection  upon  anyone's 
management,  but  it  is  not  at  aU  certam  tnat  if  the  old  management 
or  the  management  which  was  in  force  at  one  time  had  continued,  the 
Carnegie  Co.  would  not  have  driven  entirely  out  of  business  every 
steel  company  in  the  United  States.  Perhaps  you  are  sufficiently 
familiar  with  the  facts  to  determine  whether  tnat  is  a  justified  state- 
ment, but  certainly  that  is  the  opinion  of  a  great  manv  different 
people,  notwithstanding  conditions  had  improved  after  the  Federal 
Steel  Co.  was  formed  and  everyone  was  getting  on  a  better  basis  and 
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we  had  reached  the  point  where  we  saw  it  was  possible  to  organize 
a  company  which  would  be  self-contained  and  which  would,  as  I  have 
said,  secure  a  very  large  proportion  of  the  export  business. 

Mr.  Young.  Is  it  not  true  that  beginnii^  with  about  1898  there 
has  been  great  improvement  in  the  business  of  the  coimtry  generally  f 

Mr.  Gabt.  That  is  true. 

Mr.  Young.  What  effect  has  that  had  on  the  steel  industry  ? 

Mr.  Gary.  It  had  a  very  marked  effect  for  the  better. 

Mr.  Young.  While  these  two  companies,  the  Illinois  Steel  Co.  and 
the  Cam^e  Steel  Co.,  each  had  its  neld,  is  it  not,  nevertheless,  true 
that  if  the  Carnegie  Steel  Co.  had  reduced  considerably  its  price  for 
rails,  for  instance,  that  it  would  have  necessitated  a  corresponding 
reduction  on  the  part  of  the  Illinois  Steel  Co.  in  its  field  ? 

Mr.  Gaby.  Of  course,  that  is  true.  If  any  manufacturer  of  any 
importance  reduces  the  price  of  its  commodity,  others  are  com- 
pelled to  reduce  their  prices.  There  is  no  doubt  about  that.  As  I 
say,  it  is  generally  the  small  manufacturer 

Mr.  Young  (interposing).  Would  not  that  be  true,  as  a  practical 
question,  although  the  reduction  of  the  Carnegie  Steel  Co.  did  not 
equal  its  freight  rate  to  Chicago :  would  not  thd  moral  effect  of  that, 
assuming  that  the  freight  rate  rrom  Pittsburg  to  Chicago  was  S3  a 
ton  and  there  had  been  a  cut  of  $2  a  ton  by  the  Carnegie  Co.,  which 
would  not  enable  them  to  put  their  rails  into  Chicago  as  cheaply  as 
the  Illinois  Steel  Co.  was  selling  them  at,  yet  would. not  the  moral 
effect  compel  the  Illinois  Steel  Go.  to  cut  its  rate? 

Mr.  Gaby.  That  might  be  so.  I  am  not  sure  about  that.  I  do 
not  know  that  I  am  qualified  to  answer  that. 

I  believe  the  cost  or  rails  of  the  Illinois  Steel  Co.  in  1895,  1896,  and 
1897  was  much  higher,  materially  higher,  than  the  prices  at  which 
the  Carnegie  Co.  sold  rails  at  times,  notwithstanding  the  wages  of 
employees  were,  perhaps,  not  much  more  than  half  of  the  wages  of 
to-day.     Of  course,  those  are  economical  questions 

Mr.  Young.  The  ore  prices  in  those  days  were  also  lower  ? 

Mr.  Gaby.  Yes;  they  were  very  low.  I  remember  particularly  in 
1895  that  the  prices  of  ore  were  very  low  indeed. 

Mr.  Young.  Was  that  due  to  the  competition  between  the  different 
ore  companies  or  to  general  business  conditions  f 

Mr.  UABY.  Largenr  to  general  business  conditions.  Of  course, 
general  business  conditions  nave  had  very  much  to  do  with  prices  all 
the  time,  up  or  down;  there  is  no  doubt  of  that. 

Mr.  Young.  Did  you  state  what  you  wished  upon  l^e  question  of 
competition  between  the  different  subsidiary  companies  i 

Mr,  Gaby.  I  think  I  have. 

Mr.  Young.  Will  you  now  take  up  the  question  of  the  proportion 
of  the  entire  business  of  the  country  which  has  from  year  to  year 
been  transacted  by  the  United  States  Steel  Corporation  since  its 
or;eanization  t 

Mr.  Gaby.  Yes,  sir;  I  will. 

For  the  year  1901,  the  year  in  which  the  United  States  Steel  Cor- 
poration was  o^anized,  it  hieid  of  the  total  of  pig  iron,  s^ie^el  and 
terro,  production  of  the  country  43.2  per  cent,  ana  others,  mdepend- 
ents,  so  called,  56.8  per  cent.  In  1910  it  had  43.4  per  cent  and  the 
others  56.6  per  cent. 

Mr.  Young.  Can  you  give  the  intermediate  years  ? 
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^Ir.  Oart.  I  want  to  make  a  suggestion,  if  the  committee  will  par- 
don me.  My  counsel  suggests  that  I  had  better  make  this  a  little 
more  complete. 

In  1901  the  United  States  Steel  Corporation  had  of  pig  iron,  spiegel 
and  ferro,  43.2  per  cent  of  the  total  production  of  the  country. 

In  1902,  44.8  per  cent;  1903,  40.4  per  cent;  1904,  44.7  per  cent; 
1905,  44.2  per  cent;    1906,  44.5  per  cent. 

The  Chairman  (interposing).  I  dislike  very  much  to  interrupt 
your  narrative,  but  I  was  called  out  of  the  room.  What  is  that  you 
are  giving  us  now  ? 

Air.  Gary.  I  was  undertaking  to  give  the  relative  production  of 
the  United  States  Steel  Corporation's  subsidiary  companies  for  the 
different  years,  the  percentage  of  their  total  production  of  the 
country. 

The  Chairman.  Everything? 

Mr.  LiNDABURY.  In  this  case  it  is  pig  iron,  spiegel,  and  ferro. 

Mr.  Gary.  This  relates  to  pig  iron,  spiegel,  and  rerro. 

In  1907,  including  the  Tennessee  Coal  &  Iron  Co.,  44.3  per  cent; 
1908,  43.5  per  cent;  1909,  45  per  cent;  1910,  43.4  per  cent.  Of 
steel  ingots  and  castings,  the  subsidiary  companies  of  the  United 
States  Steel  Corporation  had,  in  1901,  65.7  per  cent;  1902,  65.2 
per  cent;  1903,  63.1  per  cent;  1904,  60.7  per  cent;  1905,  60  per 
cent;  1906,  57.8  per  cent;  1907,  including  the  Tennessee  Coal  & 
Iron  Co.,  57.1  per  cent;  1908,  55.9  per  cent;  1909,  55.8  per  cent; 
1910,  54.3  per  cent. 

Of  rails,  the  subsidiary  companies  of  the  United  States  Steel  Cor- 
poration produced,  in  1901,  59.8  per  cent;  1902,  67.6  per  cent. 

The  reason  for  the  increase  in  1902, 1  think,  is  found  in  the  fact  that 
the  Lackawaima  Steel  Co.  suspended  business  at  its  old  location  and 
built  new  works  at  Buffalo  and  therefore  was  down. 

The  Chairman.  In  that  coimection,  if  I  mistake  not,  the  Bureau 
of  Corporations  reports  the  Lackawanna  Steel  Co.  as  controlled  by  the 
United  States  Steel  Corporation.    What  is  the  nature  of  that  control  ? 

Mr.  Oary.  The  United  States  Steel  Corporation  has  no  interest  and 
never  has  had.    I  think  the  chairman  must  be  mistaken. 

The  Chairman.  That  is  my  recollection;  I  may  be  mistaken. 

Mr.  Gary.  I  think  you  must  be.  I  do  not  think  the  Bureau  of 
Corporations  made  that  report. 

The  Chairman.  Have  you  practically  the  same  directorate  ? 

Mr.  Gary.  No,  sir;  not  at  all.  Mr.  Mather,  of  Cleveland,  is,  I 
beUeve,  a  director  of  the  Lackawanna  Co.,  and  during  the  last  year 
has  been  elected  a  director  of  the  United  States  Steel  Corporation. 

Mr.  Young.  Is  that  Mr.  Samuel  Mather  ? 

Mr.  Gary.  Yes,  sir;  but  the  companies  have  no  relation  of  any 
sort  or  description,  directly  or  indirectly. 

The  Chairman.  I  have  a  memorandum,  and  I  was  speaking  from 
the  memorandum  and  memory. 

Mr.  Gary.  I  think  from  the  facts  that  the  chairman  must  be 
mistaken. 

The  Chairman.  Can  you  tell  me  how  many  directors  you  have  in 
common  with  the  Lackawanna  Steel  Co.  ? 

Mr.  Gary.  Is  Mr.  Walters  a  director  of  the  Lackawanna  Co.,  Mr. 
Ream? 

Mr.  Ream.  No,  sir. 
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Mr.  Gary.  If  Mr.  Walters  is  a  director  of  the  Lackawanna  Co.,  there 
are  two  on  the  United  States  Steel  Co.'s  boacd  of  24,  but  if  he  is  not, 
then  there  is  only  one,  so  far  as  I  remember,  and  that  is  Mr.  Mather. 

Coming  back  to  where  I  left  off,  of  rails,  the  subsidiary  companies 
of  the  Umted  States  Steel  Corporation  produced  in  1903, 64.4  per  cent; 
1904,  54.3  per  cent  (probably  the  Lackawanna  started  up) ;  1905,  51.2 
per  cent;  1906,  50.2  per  cent;  1907,  including  the  Tennessee  Coal  & 
Iron  Co.,  52.2  per  cent;  1908;  55  per  cent;  1909,  57.4  per  cent;  1910, 
58.9  per  cent. 

The  increase  there  probably  resulted  from  the  establishment  of  the 
rail  mills  at  Gary,  Ind.    I  presume  that  is  so. 

Of  structural  shai>e8,  tne  subsidiary  companies  of  the  United 
States  Steel  Corporation  produced  in  1901,  62.2  per  cent;  1902,  57.9 
per  cent;  1903,  60.3  per  cent;  1904,  55.1  per  cent;  1905,  54.6  per  cent; 
1906,  54.6  per  cent;  1907,  including  the  Tennessee  Coal  &  Iron  Co^ 
54.9  per  cent;  1908,  47.1  per  cent;  1909,  47  per  cent. 

For  1910  we  have  not  the  ifigures  as  yet;  they  are  about  the  same 
or  less,  I  would  think. 

Of  plates  and  sheets  of  all  kinds,  including  sheets  for  tinning, 
galvanizing,  and  other  coatings,  the  subsidiary  companies  of  the 
united  States  Steel  Corporation  produced  in  1901,  &4.6  per  cent; 
1902,  59.4  per  cent;  1903,  59.9  per  cent;  1904,  58  per  cent;  1905,  57.4 
per  cent;  1906,  56.3  per  cent;  1907,  including  the  Tennessee  Coal  & 
iron  Co.,  55.8  per  cent;  1908,  51.9  per  cent;  1909,  49.7  per  cent. 

We  have  not  the  figures  for  1910  as  yet. 

Of  black  plate  produced  in  tin  mills,  the  subsidiary  companies  of 
the  United  States  Steel  Corporation  produced  in  1901,  79.8  per  cent; 

1902,  70.7  per  cent;  1903,  77.6  per  cent;  1904,  71.5  per  cent;  1905, 
67.9  per  cent;  1906,  70.4  per  cent;  1907,  including  the  Tennessee  Coal 
&  Iron  Co.,  69.1  per  cent;  1908,  67.6  per  cent;  1909,  60  per  cent; 
1910,  52.9  per  cent. 

Mr.  YoiTKO.  That  is  the  plate  for  making  the  steel  plate  ? 

Mr.  Gabt.  No.  sir;  produced  in  the  tin  mills,  black  plate. 

Mr.  Young.  That  is  the  tinplate  t 

Mr.  Gaby.  No.  sir. 

Ifr.  Young.  The  plates  for  tinning? 

Mr.  Gaby.  Yes,  sir.  Some  are  sold  as  black  plate.  Some  are 
produced  for  the  tin  miUs. 

Coated  tin  mill  products,  the  subsidiary  companies  of  the  United 
States  Steel  Corporation  produced  in  1901,  73.1  per  cent;  1902,  71.4 
per  cent;  1903,  76.4  per  cent;  1904,  71.4  per  cent;  1905,  71.3  per  cent; 
1906,  73.5  per  cent;  1907,  72.6  per  cent;  1908,  71.1  per  cent;  1909, 
61.9  per  cent;  1910,  61.1  per  cent; 

Of  black  and  coated  sheets  produced  in  sheet  mills,  the  subsidiary 
companies  of  the  United  States  Steel  Corporation  produced  in  1901, 
67.3  per  cent;  1902,  58.1  per  cent;  1903,  51.4  per  cent;  1904,  52.8  per 
cent;  1905,  58.4  per  cent;  1906,  52.7  per  cent;  1907,  50.6  per  cent; 
1908,  41.3  per  cent;  1909,  40.7  per  cent;  1910,  38.9  per  cent. 

Of  wire  rods,  the  subsidiary  companies  of  the  United  States  Steel 
Corporation  produced  in  1901,  77.7  per  cent;  1902,  71.6  per  cent; 

1903,  73.1  per  cent;  1904,  71.5  per  cent;  1905,  69.9  per  cent;  1906, 
71.7  per  cent;  1907,  71.5  per  cent;  1908,  67.9  per  cent;  1909,  69.7  per 
cent;  1910,  67.3  per  cent. 
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Of  wire  nails,  the  subsidiary  companies  of  the  United  States  Steel 
Corporation  produced  in  1901,  68.1  per  cent;  1902,  64.8  per  cent; 
1903,  71.6  per  cent;  1904,  68.2  per  cent;  1905,  67.4  per  cent;  1906, 
65.2  per  cent;  1907,  69.4  per  cent;  1908,  67.6  per  cent;  1909,  60.9 
per  cent;  1910,  55.5  per  cent. 

Of  wrought  pipe  and  tubes,  seamed  pipe,  the  subsidiary  companies 
of  tlie  United  States  Steel  Corporation  produced  in  1901, 57.2  per  cent; 

1902,  53  per  cent;  1903,  54,6  per  cent;  1904,  51.1  per  cent;  1905,  64 
per  cent;  1906,  52.4  per  cent;  1^907,  53.3  per  cent;  1908,  47.4  per  cent; 
1909,  43.7  per  cent;  1910,  38.2  per  cent. 

Of  seamless  tubes,  the  subsidiary  companies  of  the  United  States 
Steel  Corporation  produced  in  1901,  82.8  per  cent;  1902,  72.2  per  cent; 

1903,  64.1  per  cent;  1904,  64.1  per  cent;  1905,  60.8  per  cent;  1906, 
65.5  per  cent;  1907,  66.4  per  cent;  1908,  66.3  per  cent;  1909,  61  per 
cent;  1910,  55.3  per  cent. 

•  Now,  this  includes  the  export  business  as  well  as  the  domestic 
business.  The  export  business,  as  I  will  show,  has  been  increasing, 
and  if  tliat  should  be  eliminated  the  percentage  of  the  subsidiary 
companies  of  the  United  States  Steel  Corporation  on  the  average 
would  be  just  about  50  per  cent,  perhaps  shghtly  below,  of  the  tow 
production. 

Mr.  Young.  You  mean  of  the  domestic  use  ? 

Mr.  Oary.  Yes,  sir.  The  relative  percentage  of  the  subsidiary 
companies  of  the  United  States  Steel  Corporation  at  the  time  of  the 
organization  on  the  averi^e  was  about  60  per  cent  of  the  total.  At 
the  present  time  it  is.  as  I  have  said,  of  domestic  business  about  50 
per  cent  or  a  little  below. 

In  the  judgment  of  the  finance  committee  of  the  United  States 
Steel  Corporation  there  was  a  question  as  to  whether  or  not,  with 
reference  to  some  of  the  companies  whose  percentages,  as  you  see 
by  the*6gures,  were  much  larger  than  others — there  was  a  question  as 
to  whether  or  not  in  the  public  estimate  at  least  the  percentajges 
would  not  be  considered  higher  than  they  ou^ht  to  be,  and  notwith- 
standing the  local  officers  have  asked  for  an  increase  of  capacity  in 
order  to  enable  them  to  increase  their  capacity  as  rapidly  as  others 
outside  of  our  companies  were  increasing  theirs  the  policy  of  the 
United  States  Steel  Corporation,  as  determined  by  its  finance  com- 
mittee, has  opposed  that. 

Mr.  LrrrLETON.  How  did  you  arrive  at  the  figures  you  have 
submitted  ? 

Mr.  LiNDABURY.  Is  there  not  something  you  have  overlooked; 
did  you  state  the  percentage  of  the  export  trade  ? 

Mr.  Gary.  I  had  not  quite  come  to  that.  I  want  to  refer  briefly 
to  the  export  business.  I  will  say  that  our  export  business  at  the 
present  time  is  considerably  over  10  per  cent  ot  our  total  business, 
and  based  on  present  business  conditions  probably  very  much  more 
than  that. 

These  data  are  based  upon  actual  tonnage  produced,  except  as  othei^ 
wise  noted  in  the  sheet  as  furnished  by  statistics  published  by  the 
American  Iron  &  Steel  Association,  supplemented  by  investigatioiiB 
and  compilations  made  by  the  United  States  Steel  Corporation.  The 
American  Iron  &  Steel  Association  is  in  no  way  connected  with  t^^ 
American  Iron  &  Steel  Institute,  which  has  been  referred  to.  It  has 
for  a  great  many  years,  probably  20  to  40  years,  been  under  the  direc- 
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tion  of  Mr.  Swank,  of  Philadelphia^  who  is  well  known  in  the  iron  and 
steel  trade,  certainly  to  most  of  the  Members  of  Congress,  because 
that  has  been  the  source  of  information  relating  to  statistics  in  which 
t)ie  iron  and  steel  business  was  involyed,  well  recognized  as  an  author^ 
ity  and,  I  suppose,  strictly  accurate  in  its  figures,  and,  anyhow,  we 
aD  accept  his  statement  as  reliable.  He  gatiiers  these  figures  very 
carefully  from  all  sources. 

Mr.  lOUNO.  The  chairman  su^ested  that  you  had  not  included 
billets. 

Mr.  Gaby.  I  have  given  steel  ingots,  and  billets  are  next  after 
ingots;  they  are  semifinished  steel.  We  do  not  sell  any  billets  at  aU; 
I  uunk  very  few,  if  any.  I  do  not  believe  we  are  selnng  any  what- 
ever. We  use  them  for  utilization  in  finishing  other  st^l  products. 
I  think  the:  steel  ingots  cover  the  question.  It  seems  to  me  that  it 
does. 

Mr.  Young*  Mr.  Littleton  asked  you  how  you  had  arrived  at  the 
figures. 

Mr.  Gaby.  I  thought  I  had  answered  that.  Of  course,  we  have 
verified  the  figures  as  far  as  we  possibly  could  from  all  the  trade 
papers  that  we  get.  Of  course,  we  know  exactlv  our  own  production, 
and  Mr.  Swank  gets  our  figures  of  production  from  us,  as  he  desires, 
and  gets  them  from  all  the  others  when  and  as  he  desires.  That  has 
been  the  custom  for  many  years,  from  20  to  40  jears ;  I  do  not  know 
how  far  back,  because  that  is  before  my  connection  with  the  industry. 

Mr.  Babtlbtt.  Does  Mr.  Swank  have  any  relation  to  the  United 
States  Government  ? 

Mr.  Gary.  I  do  not  know  that  he  has,  but  I  do  know  that  he  is 
often  quoted  by  Congressmen,  and  I  believe  you  can  tell  better  than  I 
at  the  present  time.  I  have  always  understood  that  his  books,  his 
statistics,  his  information  as  to  figures  was  accurate  and  dependable 
and  relied  upon.     I  never  heard  anything  to  the  contrary. 

Mr.  YotJKO.  I  think  he  has  published  a  good  many  bulletins  under 
the  supervision  of  the  Geological  Survey  or  for  them  ? 

Mr.  Gary.  That  is  likely;  that  is  probablv  it. 

I  was  going  to  say  with  reference  to  tne  export  business  as  it 
seemed  to  be  apropos  just  at  this  time.  When  the  United  States 
Steel  Corporation  was  organized  the  export  business,  which  was 
growing  to  some  extent  and  which  the  Feaeral  Steel  Co.  had  endeav- 
ored to  push,  was,  I  think,  considerably  less  than  300,000  tons  a  year 
as  applied  to  all  the  companies  which  became  subsidiary  companies 
of  tne  United  States  Steel  Corporation.  At  the  present  time  our 
United  States  Products  Co.,  I  thmk  we  call  it,  which  has  chaige  of  our 
export  business,  is  selling  for  export  about  5,000  tons  per  day,  or  at 
the  rate  of  about  1,500,000  tons  or  more  a  year.  That  business  has 
been  steadily  increasing.  Of  course,  we  do  not  export,  we  can  not 
export  to  the  producing  countries.  We  can  not,  for  instance,  sell 
rails  in  Germany  or  in  Belgium,  where  they  make  rails,  but  we  sell  for 
delivery  at  the  neutral  ports  of  the  world. 

Mr.  Young.  Do  you  sell  any  in  England  ? 

Mr.  Gaby.  We  sell  a  few  girder  raus  in  England.  I  should  think, 
perhaps,  lai^ely  in  Scotland,  and  perhaps  some,  not  many,  in  England. 

The  Chairman.  Is  it  because  they  make  rails  in  Germany  or  the 
fact  they  have  a  duty  upon  imported  rails  that  keeps  vou  from  selling 
there  ? 
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Mr.  Gary.  That  they  have  a  duty  on  imported  rails  ? 

The  Chairman.  Yes,  sir. 

Mr.  Gary.  That  is  a  fact.  Germany,  Belgium,  France,  Itahr,  and 
Austria  are  all  very  thoroughlv  protected,  and  then  some  of  those  . 
Grovemments,  perhaps  all  of  tnem,  are  the  owners  of  the  railroads, 
and  in  every  way  they  encourage  their  export  business,  as  you  know. 
The  freight  rate^  from  the  mills  to^  the  seaports  are  made  very  low, 
and  every  assistance  in  that  way  is  given  to  the  manufacturers  to 
enable  them  to  export.  I  gave  vou  some  of  the  figures  the  other 
day  in  regard  to  the  growing  of  tnat  business  in  Germany.  That  is 
very  important,  when  you  remember  that  in  that  country  they 
export  50  per  cent  in  round  numbers  of  their  steel  and  we  export 
about  10  per  cent^^5  per  cent,  but  that  is  growing.  We  are  reaching 
the  neutral  ports,  and  I  have  hoped  that  by  some  plan  of  interchange 
of  opinions  we  can,  perhaps,  hnns  about  some  equilibrium  of  traae 
whereby  they  will  recognize  the  fact,  as  a  matter  of  good  business 
ju^ment,  that  where  we  can  reach  a  neutral  port  at  very  much  less 
cost  than  they  they  will  allow  us  to  go  to  that  port.  I  would  not  like 
to  have  anyone  think  that  I  have  tacitly  admitted  that  we  intend 
or  have  made  any  agreement  or  that  we  can  do  that.  I  know  the 
contrary  perfectly  well,  but  I  think  the  members  of  the  committee 
if  they  take  the  pains  to  read  what  was  said  at  our  meeting  last  fall, 
and  you  have  called  for  our  proceedings  and  they  are  known — there 
is  no  secret ;  thej  must  stand  or  fall  on  their  merits — I  think  you  will 
see  that  there  is  little  disposition  on  the  part  of  the  Germans  to 
recognize  our  rights  from  a  neighborly  business  standpoint. 

^.  Young.  There  was  some  insmuation  and  some  testimony 
takeii  before  the  Ways  and  Means  Conmiittee  when  the  tarifT  bill  was 
under  consideration  that  there  was  some  sort  of  an  understanding,  a 
gentlemen's  a^eement  between  the  United  States  Steel  Corporation 
and  large  foreign  manufacturers,  as  to  a  division  of  territory,  not  as 
to  the  neutral  ports,  but  an  understanding  that  each  should  keep  out 
of  the  other's  country.     What  have  you  to  say  as  to  thst? 

Mr.  Gary.  I  do  not  know  of  any  such  understanding  as  that,  Mr. 
Young;.  I  do  not  believe  there  is  any  such  understanding;  certainly, 
there  n as  never  been  with  my  knowledge  or  with  mv  consent.  I  give 
you  my  best  opinion.  I  believe  that  the  only  basis  for  that  is  that  the 
Germans  and  Belgians,  who  are  the  most  progressive,  perhaps,  and 
who  can  manufacture  at  the  lowest  cost,  principally  on  account  or  the 
low  cost  of  labor,  recognize  the  fact  that  there  might  possibly  be  a 
retaliation  from  a  business  standpoint.  I  do  not  know  that  that  is  so: 
but  certainly,  so  far  as  I  know,  there  is  no  agreement  whatever.  1 
certainly  would  not  permit  such  an  agreemert  to  be  made.  I  would 
like,  unless  it  is  considered  improper,  to  try  to  bring  about  the  oi^ani- 
zation  of  an  international  association  of  meetings,  which  should  bring 
about  the  interchange  of  friendly  opinions  as  to  what  is  for  the  best 
interests  of  all.  Personallj^,  I  have  no  thought  of  goinff  beyond  that: 
beyond  the  rules  of  propriety  or  the  rules  of  law  or  the  interests  or 
anybody.  This  export  ousiness,  as  we  do  it,  is  calculated,  intended, 
and  on  a  fair  legal  oasis  to  bring  to  this  country  just  as  much  money 
from  foreign  neutral  countries  or  ports  as  we  can  possibly  get.  It 
seems  to  me  that  is  for  the  interests  of  this  country. 

Mr.  Bartlett.  I  understand  you  to  say  that  it  is  not  a  fact  that 
there  is  an  agreement,  international  in  its  character,  with  reference 


TJNITBD 'states  STEEL  COBPOBATION.  227 

to  steel  rails  by  which  the  manufacture  of  steel  rails  of  this  country 
and  abroad,  foreign  countries,  is  parceled  out,  that  there  is  no  such 
agreement  ? 

Mr.  Gary.  There  is  no  such  agreement,  so  far  as  I  know;  and  I  do 
not  believe  that  there  is  any  such  agreement.  If  it  could  be  shown 
to  me  that  there  was  such  an  a^eement  and  that  we  had  any  interest 
in  it,  I  would  make  it  my  busmess  to  see  that  it  was  canceled. 

Mr.  Babtlett.  I  used  the  word  ''international"  in  its  scope. 

Mr.  Gaby.  That  is  what  I  am  talking  about. 

Mr.  Bartlett.  Is  there  any  agreement,  international  in  character, 
where  if  a  manufacturer  who  sells  steel  rails  invades  the  territory 
allotted,  the  matter  is  submitted  to  arbitration  and  the  person 
violating  the  agreement  is  compelled  to  pay  damages  to  the  person  in 
the  territory  invaded  t 

Mr.  Gaby.  I  never  heard  of  it.  If  there  ever  was  such  an  a^ee- 
ment  I  think  it  must  have  been  a  long  time  ago.  I  know  it  has  oeen 
testified  to  here  that  there  used  to  be  agreements  made  and  broken. 
I  can  not  dispute  that;  I  do  not  know  about  that.  I  think  I  know 
what  is  going  on  at  the  present  time. 

Mr.  Babtlett.  If  there  was  such  an  agreement,  you  would  know 
ofitt 

Mr.  Gaby.  I  would  think  so;  I  certainly  should  think  so  because, 
as  I  suggested  the  other  day,  our  subordinates  and  local  officials  may 
have  done  things  sometimes  that  we  would  not  approve  of  if  we  knew, 
that  were  contrary  to  our  wishes  and  our  instructions.  I  mention 
that  because  I  have  read  in  the  newspapers  within  a  day  or  two  that 
there  was  some  complaint  concerning  the  Pennsylvania  Railroad  Co. 
and  some  docks  at  Cleveland  in  which  one  of  our  local  railroads  was 
a  party.  I  do  not  know  the  merits  of  that  controversy.  I  know 
that  if  there  has  been  any  violation  of  the  law  there  it  is  directly 
opposed  to  the  positive  instructions  we  have  given  on  that  subject. 

Mr.  Babtlett.  What  is  that  you  are  referring  to  now  ? 

Mr.  Gaby.  I  read  something  in  the  paper  and  I  have  heard  of  it 
otherwise  that  there  was  some  arrangement  between  the  Pennsylvania 
Railroad,  perhaps,  and  one  of  the  dock  companies  at  Cleveland  for 
the  division  of  cnarges  at  that  dock.  I  believe  the  railroad  company 
claimed  it  was  open,  aboveboard,  and  absolutely  legal;  and  the  Gov- 
ernment claimed  that  it  was  illegal.  I  think  the  same  charge  is  made 
against  one  of  our  local  railroads  with  reference  to  another  dock. 
That  is  a  matter  of  litigation,  but  our  instructions  in  writing  many 
years  ago  concerning  that  question  were  very  positive  indeed. 

Mr.  Babtlett.  Mr.  Farrell  has  been  in  charge  for  years  of  the  export 
business  of  your  company  ? 

Mr.  Gaby.  He  has. 

Mr.  Babtlett.  And  if  anybody  knew  about  it  he  would  ? 

Mr.  Gaby.  I  would  think  so. 

I  will  just  add  one  statement  with  reference  to  this  export  business. 
Of  the  total  export  business  of  this  country  of  iron  and  steel,  I  under- 
stand our  company  does  90  per  cent. 

Mr.  Yoimo.  Of  the  entire  export  business  ? 

Mr.  Gaby.  Yes,  sir;  of  the  entire  iron  and  steel  export  business. 

Mr.  Young.  In  answering  Judge  Bartlett's  question  you  said 
somet^iing  to  the  effect  that  your  subordinates  sometimes  violate 
instructions,  but  in  regard  to  a  matter  of  that  kind,  an  international 
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a^eementi  to  use  that  phrase,  would  it  be  possible  for  any  of  jour  sub* 
sidiary  companies  to  make  such  an  agreement  that  would  be  effective 
at  all  unless  it  had  the  ratification  and  approval  of  the  United  States 
Steel  Corporation  t 

Mr.  Gaby.  "Possible''  is  a  very  comprehensive  word. 

Mr.  Young.  Or  a  division  of  the  temtory  ? 

Mr.  Gaby.  I  mean  to  say  this :  As  I  explained  the  other  day,  our 
subsidiary  companies  have  complete  organizations 

Mr.  Young.  Certainly. 

Mr.  Gary  (continuing) .  And  we  have  no  immediate  control  over 
their  conduct.  We  influence  their  conduct,  however,  and  if  it  should 
be  known  to  us  that  it  was  in  opposition  to  our  policy  we  would  change 
the  organization.  That  is,  possibly  an  inaividual  of&cer  might 
make  some  arrangement  without  our  knowing  it,  but  in  such  case  as 
that  he  certainly  would  not  dare  to  try  to  represent  the  United  States 
Steel  Corporation.  He  would  have  no  authority  whatever  to  repre- 
sent the  United  States  Steel  Corporation.  I  have  never  known  of 
any  subordinate  doing  that.  I  ajn  more  or  less  careful  as  to  what  I 
say  and  what  opinions  I  express  here,  because  you  gentlemen  will 
develop  all  the  facts,  and  I  do  not  want  to  be  in  the  position  of  deny- 
ing a  tning  that  I  am  not  absolutely  certain  about. 

Mr.  Young.  You  stated  the  other  day  that  you  had  dismantled 
a  httle  plant  at  Troy  because  it  was  found  that  it  was  not  practicable 
to  work  it  with  the  ores  from  northern  New  York.  Are  there  any 
other  plants  wliich  the  corporation  has  acquired  and  dismantled ) 

Mr.  Gary.  There  may  be  some  small  plants  shown  to  be  not  favorably 
located  with  high  cost  of  production,  resulting  from  excessive  cost  of 
assembly  or  distribution  or  manufacture.  I  can  not  tell  you  definitely. 
It  is  naturally  good  business  poUcy  for  any  company  or  individual, 
after  experience  and  consideration  it  is  determined  to  be  economical, 
to  concentrate  their  works  and  to  improve  them  at  the  best  location 
which  saves  cost  of  admimstration,  etc.  For  instance,  if  we  own 
two  plants  located  at  different  places  and  one  was  more  favorably 
located  than  the  other  and  it  was  necessary  for  us  to  increase  our 
capacity  in  order  to  take  care  of  our  business,  we  would  naturally 
put  in  the  improvements  at  the  best  location;  but  we  have  never,  to 
my  knowledge,  bought  any  plant  for  the  purpose  and  with  the  inten- 
tion of  suppressing  competition  and  dismantling  the  plant  and  get- 
ting it  out  of  the  way.  We  have  never  done  that  under  any  circum- 
stances. We  have  never  had  such  a  suggestion  made  in  the  company, 
and  it  certainly  has  never  been  done. 

Mr.  Young.  Are  you  prepared  to  state  what  plants  you  have 
dismantled  and  removed  t 

Mr.  Gaby.  I  can  not,  because  I  do  not  think  of  any;  I  do  not 
remember  any. 

Mr.  Young.  Except  this  one. 

Mr.  Gaby.  I  do  not  wish  to  sa^  that  there  may  not  be  a  few  small 
plants,  but  I  think  a  very  few,  if  any.  I  might  be  in  error  about 
that.  If  we  have  dismantled  any  it  has  been  for  the  purpose  of 
rebuilding  and  building  better  at  a  more  favorable  location  or  else  at 
the  very  same  location.  For  instance,  if  yqu  recall  it,  we  dismantled  the 
plant  at  McKeesport.  We  have  entirely  rebuilt  the  plant  and  have  a 
very  fine  plant  at  that  place.  We  have  increased  the  capacity  at  that 
point  very  materially,  perhaps,  several  times.    The  old  plant  gradu- 
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ally  became  dismantled  and  was  substituted  by  a  very  much  better 
plant  in  every  way.  better  equipped,  modem  improvements,  etc. 

Mr.  Young.  In  buying  any  properties  have  you  in  any  instance 
made  it  a  condition,  a  part  of  the  bargain,  that  the  former  owners 
should  not  enter  into  tne  business  in  competition  with  the  United 
States  Steel  Corporation  in  any  district  or  for  any  period  of  time  ? 

Mr.  Gart.  I  do  not  remember  any  such  agreement  to  have  ever 
been  made. 

Mr.  Young.  Would  vou  know  if  it  had  been  made  ? 

Mr.  Gary.  I  would  nave  known  at  the  time,  certainly.  I  do  not 
remember  any  such  agreement. 

Mr.  Young.  Can  you  state  about  what  proportion 

Mr.  Gary  (interposing).  Generally,  as  you  know,  when  we  have 
bought  these  very  few  little  plants  it  was  because  the  parties  had 
failed  in  business  and  thej  importuned  us  to  buy,  and  we  nave  finally 
taken  them  oyer  and  utihzed  them  to  the  best  advantage,  using  them 
as  an  increase  in  production  instead  of  building  something  new.  They 
did  not  affect  the  general  situation  in  any  respect,  but  there  has  been 
very  little  of  that. 

Mr.  Young.  Can  you  tell  about  what  proportion  of  the  known 
bodies  of  coking  coal  in  the  United  States  are  owned  by  the  United 
States  Steel  Corporation  ? 

Mr.  Gary.  I  ao  not  suppose  I  could  tell  within  many  hundreds  of 
thousands  of  acres.  Our  proportion  would  be  very  smaU.  There  is 
no  difficulty  about  securing  coking  coal  lands  in  this  country;  not  a 
particle.  1  wish  there  was  as  much  iron  ore  as  coking  coal.  At 
one  time  it  was  supposed  that  the  Coimellsville  field,  which  was 
part  of  the  Pittsburg  vein  and  was  rather  small  in  area,  was  the 
coking  coal  property  of  this  country  and  about  the  only  coal  fit  for 
coking,  but  that  time  has  gone  by  long  since,  as  I  explained  the  other 

day. 

Mr.  Young.  Have  you  at  hand  any  figures,  or  if  you  have  not, 
could  you  point  us  to  a  place  where  we  could  get  them,  showing  the 
prices,  we  will  say,  at  Cleveland  of  iron  ore  ruxming  back  a  ^eat 
many  years,  say,  to  the  seventies,  and  down  to  the  present  time, 
and  m  the  same  way  the  prices  of  steel  products  at  the  mills  running 
through  a  long  number  or  years  before  the  United  States  Steel  Cor- 
poration was  organized  and  afterwards  ? 

Mr.  Gaby.  I  will  endeavor  to  procure  such  a  statement  and  file  it 
with  the  committee.    I  believe  we  can  get  it. 

Mr.  Young.  I  think  it  might  be  useful  to  us. 

Mr.  Gaby.  This  just  occurs  to  me,  if  I  may  interject;  it  has  no 
bearing  on  your  inouiry.  We  were  talking  about  the  price  of  rails  being 
about  $28,  and  looking  into  the  record  I  find  that  with  the  exception 
of  one  year  or  two  years,  I  have  forgotten  just  the  years  of  depression, 
the  average  price  of  steel  rails  for  10  years  or  more  before  the  United 
States  Steel  Corporation  was  formed  was  about  $28,  and  perhaps  a 
little  more. 

Mr.  Babtlbtt.  The  price  had  been  down  in  1898  and  1899  ? 

Mr.  Gaby.  I  think  1897  and  1898  should  be  excepted. 

Mr.  Babtlbtt.  The  price  was  lower  in  1899  ? 

Mr.  Gaby.  I  hardly  tnink  so.    You  may  be  correct,  but  I  think  not. 

Mr.  Babtlbtt.  The  price  was  about  $18.50  in  1899. 

Mr.  Gaby.  I  think  you  are  mistaken. 
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Mr.  Babtlett.  I  know  nothing  except  what  I  get  from  the  testi- 
mony of  witnesses. 

Mr.  Gary.  I  think,  perhaps,  I  know  what  was  in  the  mind  of  the 
witness.  Usually  raUs  for  a  certain  years  or  season  are  sold  the  fall 
before.  Now,  the  price  of  rails  in  the  fall  of  1898,  following  the 
organization  of  the  Federal  Steel  Co.,  as  I  remember,  was  about  $18 
a  ton,  and  they  were  sold  for  the  season  of  1899,  but  in  1899  I  think 
you  will  find  tnat  the  price  of  rails  for  the  following  season  went  up 
to  $33  or  $35. 

Mr.  Babtlett.  I  haye  the  testimony  of  Mr.  Schwab  before  the 
Ways  and  Means  Committee  in  1908. 

Mr.  Gaby.  That  was  the  way,  I  am  yery  sure,  and  I  will  giye  you 
the  facts.    I  do  not  know  what  the  explanation  was. 

Mr.  Babtlett.  While  the  price  was  $28  a  ton  in  1899,  1900,  and 
1901,  a  number  of  rails  were  sold  at  less  than  that  for  export? 

Mr.  Gaby.  Yes,  sir.  I  went  oyer  that  subject  the  other  day- 
Mr.  Babtlett.  I  want  to  call  your  attention  to  a  particular  in- 
stance. In  1901  a  large  number  of  rails  were  sent  to  Vladiyostock 
and  to  the  East  for  construction  of  the  Trans-Siberian  Railroad,  and 
was  not  the  price  $21.80  a  ton  at  Baltimore? 

Mr.  Gaby.  I  do  not  know.  I  should  doubt  it  yery  much,  although 
I  do  not  know.  As  I  haye  stated  here^  sometimes  export  rails  haye 
sold  considerably  lower  than  the  domestic  price,  and  I  gaye  the  reasons 
for  that. 

Mr.  Babtlett.  Was  Mr.  Schwab  the  president  of  the  United  States 
$teel  Corporation  ? 

Mr.  Gaby.  He  was. 

Mr.  Babtlett.  He  was  in  1901  ? 

Mr.  Gaby.  He  was. 

Mr.  Babtlett.  And  he  would  know  about  that? 

Mr.  Gaby.  I  should  think  he  would. 

Mr.  Babtlett.  He  made  this  statement  before  the  Ways  and  Means 
Committee : 

Mr.  Hill.  Now,  in  1901,  wnen  you  were  president  of  the  United  States  Steel  Corpo- 
ration, shiploada  of  rails  were  sent  to  Vladivostock  and  to  the  East  for  construction  of 
the  Trans-Siberian  Railroad? 

Mr.  Schwab.  Quite  so. 

Mr.  Hill.  Have  you  any  objection  to  stating  what  the  price  was? 

Mr.  Schwab.  No.  If  I  knew,  I  would  very  gladly  state.  I  can  probably  get  the 
information.    My  recollection  is 

Mr.  Hill.  I  want  to  say,  frankly,  the  prices  in  Baltimore  were  on  the  left-over  end 
of  an  Allien  tine  contract  from  some  previous  years — an  unfinished  contract. 

Mr.  Schwab.  I  think  the  price  was  about  $21  in  Baltimore,  was  it  not? 

Mr.  Hill.  There  were  two  shipments,  one  at  $21.80  and  one  at  $18.60. 

Mr.  Schwab.  My  best  recollection  was  that  it  was  about  $21.  For  years  I  have 
exported  great  quantities  of  rails,  and  similar  things  during  that  period,  at  low  prices, 
without  profit,  or  at  least  witli  very  little  profit,  because  it  enabled  me  to  make  my 
home  product  just  that  much  cheaper.  That  is  an  old  argument,  and  I  do  not  need 
to  go  into  that,  but  it  is  a  true  one. 

Mr.  Gary.  That  all  mav  be  true.  I  can  not  deny  it.  I  do  not 
think  the  rails  were  sold  hy  any  of  the  subsidiary  companies  of  the 
United  States  Steel  Corporation.  If  they  were  sold  at  that  price,  it 
must  have  been  by  some  of  the  other  rail  manufacturers,  ana  as  the 
testimon}^  seems  to  show  the  rails  were  shipped  from  Baltimore,  quite 
likely  the  Maryland  Steel  Co.  sold  them  for  whatever  the  price  may 
have  been.     I  presume  they  were  delivered  under  an  ola  contract 
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made  some  time  before;  at  a  time  quite  likely  when  the  company  was 
very  desirous  of  selling  at  almost  any  price,  as  Mr.  Schwab  suggests. 

lir.  Bartlett.  Do  you  know  Mr.  W.  G.  Raoul,  who  used  to  be 
president  of  the  Central  of  Georgia  Railroad  and  also  at  one  time 
president  of  the  Mexican  Central  Railroad  ? 

Air.  Gaby,  I  do  noj;  know  him. 

The  Chaibman.  I  have  here  an  exhibit  from  page  23  of  this  report, 
statistics  of  the  American  Iron  Trade  for  1901,  American  Iron  and 
Steel  Association's  report,  of  Philadelphia,  1902,  and  that  report  gives 
steel  rails  at  mills,  Pniladelphia,  1897,  $18.75. 

Mr.  Gaby.  What  page  is  that  ? 

The  Chaibman.  I  am  quoting  from  a  hearing  before  the  Com- 
mittee on  Rules,  page  23,  quoting  from  the  Amencan  Iron  and  Steel 
Association's  report,  statistics  of  the  American  iron  trade  for  1901, 
and  it  gives  steel  rails  at  mills,  Pennsjrlvania,  1897,  S18.75. 

Mr.  Gaby.  Those  were  probably  rails  sold  in  the  fall  of  1898  for 
delivery  in  1899. 

The  Chaibman.  It  says  ''1897,  $18.75  a  ton." 

Mr.  Gaby.  Yes. 

The  Chaibman.  And  1898,  S17.62  a  ton. 

Mr.  Gaby.  Yes.  I  presume  that  is  right.  I  presume  at  that  time 
there  was  a  disposition  on  the  part  of  tne  Carnegie  Steel  Co.  to  sell 
rails  at  a  very  much  less  cost  than  any  one  else  could  make  them, 
and  I  doubt  if  there  was  any  profit  to  speak  of  on  the  part  of  the 
Cam^e  Co.     Now,  if  you  will. follow  those  figures  back,  as  I  have 

said 

^  The  Chaibman  (iaterposing) .  What  was  the  date  of  the  organiza- 
tion of  the  United  States  Steel  Corporation  ? 

Mr.  Gaby.  1901.  What  page  have  you?  You  have  not  the  book 
itself  before  you? 

The  Chaibman.  I  am  quoting  from  a  memorandum. 

Mr.  Gaby.  I  have  the  oook  itself  here,  Mr.  Chairman. 

The  Chaibman.  Statistics  of  the  American  iron  trade  for  1901, 
American  Iron  and  Steel  Association's  report. 

Mr.  Gaby.  Now,  Ikfr.  Chairman,  if  you  will  take  the  statistics  of  the 
American  and  foreign  iron  trade  for  1900,  annual  statistical  report  of 
the  American  Iron  and  Steel  Association,  page  27,  you  will  find  that 
in  1891 

The  Chaibman  (interposing) .  I  only  have  a  memorandum  here. 

Mr.  Gaby.  I  will  give  you  the  figures.    In  1891,  rails  $29.92. 

The  Chaibman.  When  was  that  i 

Mr.  Gaby.  1891.  In  1892,  $30;  1893,  $28.12;  1894,  $24;  1895, 
$24.33;  1896,  $28.    Then  they  go  down  as  you  have  stated. 

The  Chaibman.  In  1897  the  price  was  $18.75  ? 

Mr.  Gaby.  Yes;  and  1898,  $17.62.    Then  m  1899,  $28.12. 

The  Chaibman.  And  in  1900,  $32.29? 

Mr.  Gaby.  In  1900,  $32.29;  that  is  right.  Now,  if  you  will  omit 
those  two  years,  you  will  see  that  the  average  is  about  $28;  and  then, 
preceding  that,  going  from  1890  way  back  to  1867,  you  will  see  the 
prices  run  from  $31.76  in  1890  to  $94.25  in  1874,  and  then  very  much 
nigher  than  that,  to  about  $166.  But  I  do  not  think  that  constitutes 
very  much  of  a  basis,  because  the  cost  of  production  in  those  days 
was  very  high. 
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Mr.  Young.  Judge  Gary,  right  in  that  connection,  these  two  years 
when  there  was  such  a  great  cut  in  steel  rails,  is  it  not  true*  that 
iron  ore  was  selling  for  very  Uttle  over  $2  in  Cleveland  ? 

Mr.  Gary.  Yes;  it  is.  1  believe  the  Illinois  Steel  Co.  bought  its 
ore  that  year  for  about  S2.45  a  ton  delivered  at  the  furnaces  in 
Chicago.  The  whole  business  of  the  country,  as  you  know,  was 
ut^terly  demoralized. 

Mr.  YoUNO.  I  happen  to  remember  those  years  very  well,  because 
our  people  were  out  of  employment  and  in  straits. 

Mr.  LiNDABURY.  What  year  was  that  ? 

Mr.  Young.  1896  and  1897. 

Mr.  LiNDABURY.  That  was  the  soup-house  year,  was  it  not  ? 

Mr.  Bartlett.  That  was  the  poor  man's  panic,  and  the  panic  of 
1907  was  the  rich  man's  panic. 

Mr.  Gary.  Had  you  finished  your  question,  Mr.  Young? 

Mr.  Young.  I  had  finished  my  question,  but  I  have  one  or  two 
more  questions  to  ask.  Now,  the  chairman  has  asked  you  if  you 
could  state  about  what  proportion  of  the  known  bodies  of  iron  ore 
in  the  Lake  Superior  region  was  controlled  by  the  independents, 
as  we  call  them,  which  would  not  have  to  be  shipped  over  some 
road  controlled  bv  the  United  States  Steel  Corporation  at  present? 

ifr.  Gary.  Well,  it  Is  a  very  large  proportion.  I  am  very  sure 
that  there  was  shipped  over  the  Hul  roads,  so  called,  a  very  large 
percentage  of  the  total  ore  shipment  in  the  Lake  Superior  district, 
and  I  believe  there  was  about  as  much  went  over  his  road  as  over 
the  two  roads  which  we  controlled.  But  that  may  be  too  large, 
but  certainly  it  was  larger  than  either  of  our  roads.  That  is  my 
recollection,  but  of  course  I  may  be  mistaken. 

Mr.  Young.  Can  you  state  what  the  tonnage  of  iron  ore  shipped 
over  the  Duluth,  Mesaba  &  Northern  was  in  1910? 

Mr.  Gary.  I  can  not  without  looking  at  the  figures,  but  my  idea 
would  be  about  25,000,000  or  30,000,000  tons.  My  assistant  tells 
me  those  figures  are  altogether  wrong.  I  had  overlooked  the  other 
district  for  a  moment,  rrobably  15,000,000  tons  would  be  nearer. 
Quite  likely  Mr.  Gayley,  when  he  goes  on  the  stand,  can  give  you 
those  figures.     Not  over  15,000,000,  anyhow,  I  would  say. 

The  Chairman.  In  reference  to  those  roads,  you  testified  about 
that  before  the  Ways  and  Means  Committee,  did  you  not,  Mr.  Gary  ? 

Mr.  Gary.  I  presume  I  did;  I  have  no  doubt  oi  it. 

The  Chairman.  I  believe  you  testified  on  December  18,  1908, 
before  the  Wavs  and  Means  Committee  ? 

Mr.  Gary.  Quite  likely. 

The  Chairman.  I  will  ask  you,  in  that  connection,  if  you  were  not 
asked  by  Mr.  Cockran : 

You  had  no  advantage  whatever  in  transportation  unless  you  should  abiise  your 
dutv  as  a  common  carrier? 

Mr.  Gary.  No. 

Mr.  Cockran.  Of  course,  you  could  give  yourself  an  advantage? 

Mr.  Gary.  Not  under  the  present  r^me. 

Mr.  Cockran.  I  am  mighty  glad  to  hear  that.  That  is  the  first  adequate  testi- 
mony I  have  heard  as  to  the  efficiency  of  the  present  inspection. 

Mr.  Gary.  The  Interstate  Commerce  Commission  and  the  zailroad  commisBions  of 
the  various  States — take  Minnesota,  for  instance — are  very  strict  in  regsurd  to  the 
matter.  There  would  not  be  much  chance  for  us  to  discriminate  against  our  neigfabon 
in  the  matter  of  transportation. 
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Mr.  Gaby.  Well,  of  course,  that  is  true.  I  do  not  know  whether 
tiiat  is  in  my  exact  language  or  not,  but  certainly  our  railroads  could 
not  charge  one  price  to  one  shipper  and  anotJtier  price  to  another 
shipper. 

The  Chairman.  You  could  charge  an  exorbitant  price  to  all  ship- 
pers, which  would  be  nothing  to  you  and  would  mean  money  to  them. 

&&.  Gabt.  No,  we  could  not;  because  the  Interstate  Commerce 
Commission  would  not  permit  it.  We  have  to  make  reports  to  the 
Interstate  Commerce  Commission  all  the  time.  We  have  made  them 
for  a  great  many  years.  So  far  as  I  know,  there  has  been  no  com* 
plakit.  They  are  thoroughly  familiar  with  our  affairs,  exactiy  what 
rates  we  charge,  and  all  about  it.  If  any  shipper  is  ag^eved;  he  can 
make  complamt  to  the  Interstate  Commerce  Commission.  I  do  not 
see  that  there  is  any  possibility  of  aur  making  excessive  ch^ges. 

The  Chairman,  i  ou  speak  here  of  the  Stato  of  Minnesota  prevent- 
in^  it. 

Mr.  Gaby.  I  probably  had  in  mind,  as  I  then  believed,  quite  likely, 
at  least  my  memory  did  not  serve  me,  that  the  railroads  in  Afiimesota 
were  exclusively  under  the  control  and  direction  of  the  State  com- 
mission. I  had  forgotten  that  the  ore  was  billed  from  the  mines  to 
the  Lake  Erie  ports,  which  would  make  it  interstate  commerce  busi- 
ness. My  attention  is  now  called  to  a  report  from  our  local  people 
that  notwithstanding  the  Interstate  Commerce  Commission  has  juris- 
diction and  authority  to  fix  and  control  these  rates  or  to  control  &em, 
I  will  say — I  am  not  trying  to  discuss  any  legal  question — the  Minne- 
sota statute  gives  to  the  State  railway  ana  warehouse  commission 
auti^ority  to  intervene  in  rate  suits  pending  before  the  Interstate 
Commerce  Commission  and  to  assist  in  the  prosecution  of  a  case. 
So  I  was  partially  right  in  saying  that  the  otate  authorities  could 
intervene  and  protect,  if  necessary. 

The  Chairman.  Have  not  the  State  authorities  of  Minnesota 
attempted  to  prevent  the  excessive  charges  on  these  roads,  making 
sometimes  as  much  as  150  per  cent  a  year  with  four  or  five  million 
dollars  surplus  on  a  road  capitaUzed  at  four  or  five  miUion  dollars? 
And  did  not  the  United  States  Steel  Corporation  demur  to  the  juris- 
diction of  the  State  railroad  commission  of  Minnesota  on  the  ground 
that  they  were  interstate  carriers  ? 

Mr.  Gary.  I  can  not  answer  that  question. 

The  Chairman.  Well,  I  hold  in  my  hand 

Mr.  Gary  (interposing).  Apparently  that  would  be  the  law.  The 
State  commission  could  not  lix  a  rate,  but  it  has  the  right  to  inter- 
vene before  the  Interstate  Commerce  Commission  and  prosecute,  as 
I  understand  it. 

Mr.  Bartlett.  The  Supreme  Court  of  the  United  States  in  the 
Minnesota  case  upheld  tnat  contention — that  is,  the  right  of  the 
railroad  to  do  that. 

Mr.  LiNDABUBY.  To  do  what  ? 

Mr.  Babtlett.  The  United  States  Supreme  Court  had  this  statute 
before  it,  and  of  course  upheld  the  right  of  the  railroad  to  resist  any 
such  action  on  the  part  or  the  State  commission. 

Mr.  Lna)ABURY.  Of  course  the  State  commission  could  not  control 
interstate  commerce. 

Tte  CbaLAiBMAN.  What  I  was  getting  at  is  the  fact  that  this  matter 
has  not  apparently  met  the  approval  of  the  State  of  Minnesota,  or 
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rather  that  the  State  of  Minnesota  has  not  by  a  faihire  to  act  tacitly 
consented  to  these  charges.  Now  I  hold  in  my  hand  a  communica- 
tion dated  June  5,  1911,  from  Mr.  T.  J.  Knox,  of  the  firm  of  Knox  & 
Faber,  attorneys,  of  Jackson,  Minn. 

Hon.  Augustus  0.  Stanley, 

Member  of  Congress,  Wathingtonj  D.  C. 

Dear  Sir:  I  cut  the  incloeed  clipping  from  the  Minneapolis  Journal  of  May  5 — 

The  cUpping  inclosed  was  in  reference  to  Judge  Gary's  testimony, 
and  I  will  read  it: 

At  yesterday's  hearing  Judge  Gary  was  questioned  as  to  the  lease  of  the  Minneaota 
iron-ore  lands  to  the  Steel  Corporation,  and  also  as  to  the  transportation  facilities  from 
the  mines  to  Duluth  and  Two  Harbors.  In  the  course  of  Judge  Gary's  testimony. 
Chairman  Stanley  indicated  that,  while  this  was  strictly  intrastate  traffic  and  there- 
fore subject  only  to  the  laws  of  Minnesota,  it  should  be  inauired  into  by  the  com- 
mittee, and  it  is  for  this  purpose  that  Mr.  Hill  will  be  invitea  to  testify. 

At  that  time  you  were  under  the  impression  that  it  was  an  intra- 
state road  ? 

Mr.  Gary.  Yes. 

The  Chairman.  Now,  I  will  ask  you,  Judge  Gary,  if  the  United 
States  Steel  Corporation,  although  every  rail  of  this  road  is  within 
the  corporate  bounds  of  the  State  of  l^Iinnesota,  did  not  bill  its  ore 
from  the  mine  to  the  Lakes  in  such  a  way  as  to  make  it,  from  its 
billing,  interstate,  although  physically  your  roads  were  intrastate  ? 

Mr.  Gary.  Well,  my  information  now  is  that  the  ore  is  billed  that 
way.  Not  for  the  purpose  indicated  by  the  chairman,  it  seems  to 
me,  because 

The  Chairman.  I  am  indicating  no  purpose,  Mr.  Gary  ? 

Mr.  Gary  (continuing).  We  could  not  escape  anything  bj^  so  doing. 

Mr.  Bartlett.  The  fact  whether  it  was  an  interstate  shipment  oi 
not  would  not  be  determined  by  what  your  purpose  might  be,  but 
by  what  you  actually  did. 

Mr.  LiNDABURY.  I  think  Judge  Gary  misunderstood  the  chairman. 

The  Chairman.  I  meant  to  impute  no  motive  to  him.  Did  you 
not  bill  it  through  notwithstanding  the  road  was  intrastate  ? 

Mr.  LiNDABURY.  That  is  true  of  every  railroad.  Every  railroad 
must  be  physically  in  a  State. 

The  Chairman.  Some  railroads  extend  from  one  State  to  another. 
I  am  not  splitting  hairs.  The  B.  &  O.  has  rails  in  many  States,  but 
your  road  has  not  a  rail,  as  I  understand  it,  nor  a  spike  nor  tie  outside 
of  the  State  of  Minnesota. 

Mr.  LiNDABURY.  No  railroad  has  any  charter  that  crosses  a  State 
line.     That  is  what  I  mean. 

The  Chairman.  But  their  engines  and  cars  do  cross  a  State  line, 
but  in  this  case  the  engines  and  cars  do  not.  Now,  to  get  to  the  point, 
this  letter  states: 

Hon.  Augustus  0.  Stanley, 

House  of  Representatives t  Washington^  D.  C. 

Dear  Sir:  I  cut  the  inclo3ed  clipping  from  the  Minneapolis  Journal  of  May  5. 

By  an  examination  of  the  railway  commission's  report  for  the  State  of  Minnesota 
for  the  year  1901,  you  will  find  that  the  railroads  carrying  ore  from  the  mines  to  Two 
Harbon  and  Duluth,  in  a  hearing  before  the  State  railroad  commiasion,  to  inquire 
into  the  reasonableness  of  their  rates,  claimed  that  the  carrying  of  ore  from  the  minee 
to  the  docks  at  Two  Harbors  and  Duluth  was  interstate  commerce  and  for  that  reasoxi 
the  State  railway  commission  had  no  jurisdiction,  had  no  right  to  inquire  into  the 
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reasonableneaB  of  their  rates,  and  the  State  railway  commiasion  so  held  and  such  is 
now  the  rule,  and  as  a  consequence  no  rate  has  been  put  in  by  the  State  railway 
oommisBion  for  the  carrying  of  such  ore. 
The  subject  is  well  worth  your  inquiring  into. 

T.  J.  Knox. 

Now,  I  do  not  wish  to  differ  from  the  witness  at  all,  but  I  would 
suggest  that  Judge  Gary  verify  his  impression  by  some  substantive 
proof  that  the  Citerstate  Commerce  (Commission  has  investigated 
these  roads,  because  I  am  advised  by  very  high  ^authority  that  no 
complaint  having  come  to  the  Interstate  Commerce  Conmiission, 
because  you  have  shipped  to  concerns  that  are  on  the  most  amicable 
relations  with  you — no  complaint  having  come  before  the  Interstate 
Commerce  Commission,  I  am  advised  that  the  Interstate  Commerce 
Commission  thus  far  is  obUvious  of  the  rather  anomalous  situation 
existing  in  the  State  of  Minnesota  between  the  Mesaba  Kange  and 
the  La!kes.  I  do  not  mean  to  question  the  accuracy  of  vour  state- 
ment, but  I  think  you  have  been  ill-advised  if  you  are  unaer  a  differ- 
ent impression. 

Mr.  Gary.  I  do  not  think  there  is  any  disajgreement  between  the 
chairman  and  myself  whatever.  In  the  first  place,  you  must  remem- 
ber that  a  very  large  proportion  of  the  shipments  over  our  railroad, 
80  called,  come  from  our  own  mines,  and  is  our  own  business.  In  the 
next  place,  while  it  is  probably  true,  as  the  chairman  suggests,  that 
there  has  never  been  any  complaint  made,  and  therefore  never  any 
hearing  on  the  merits  before  tiie  Interstate  Commerce  Commission, 
yet  our  reports  have  been  filed.  The  knowledge  is  all  there,  ana 
masmuch  as  the  shippers  could  complain,  and  also  inasmuch  as  under 
the  Minnesota  statute,  the  State  of  Minnesota  and  the  authorities  of 
the  State  of  Minnesota,  represented  by  the  Attorney  General,  might 
intervene  or  might,  perhaps,  institute  proceedings  before  the  Inter- 
state Commerce  Commission,  there  is  no  reason  why  the  whole  ques- 
tion should  not  be  and  has  not  been  considered  by  some  one  on  its 
merita.  If  not,  quite  likely  the  investigation  by  the  chairman  will 
have  that  result.  . 

The  Chairman.  The  chairman  is  not  making  any  investigation. 

Mr.  LiNDABURT.  The  chairman  might  be  allowed  to  intervene. 

The  Chairbcan.  The  chairmah  is  not  personally  interested  in  this 
matter. 

Mr.  LiNDABURY.  That  was  meant  jocosely. 

The  ChoAiRBCAN.  I  Imow  that  it  is  all  said  good-naturedly.  The 
chaurman  is  the  best-natured  man  on  earth. 

Mr.  LiNDABURY.  That  we  have  discovered. 

The  Chairman.  And  has  no  personal  interest  or  pique  in  this 
matter. 

Mr.  Gaby.  Certainly  not. 

The  CHAiRifAN.  But  the  situation  at  this  particular  point  is  unique 
to  the  chairman,  and  the  chairman  is  of  the  opinion,  without  express- 
ing anjy  opinion  as  to  the  right  or  wrong  in  this  matter,  that  the  anoma- 
lous Situation  existing  there  requires  at  least  a  careful  inquiry  on  the 
part  of  the  chairman,  and  would  invite  a  careful  inquiry  on  the  part 
of  the  Interstate  Commerce  Commission. 

Mr.  LiNDABURY.  Perhaps  the  chairman  is  not  aware  that  a  com- 
plaint is  now  pending  before  the  Interstate  Commerce  Commission 
i^ainst  the  Great  Ngrthem,  which  charges  the  same  rate  for  similar 
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service;  that  the  Minnesota  commission  was  appealed  to  by  the  com- 
plainant to  intervene  in  that  case,  and  after  mvesti^ation  it  refused 
to  do  so.  So  that  the  proceeding  is  now  going  on  before  the  Inter- 
state Commerce  Commission  at  the  instance  of  the  gentlemen  who 
instituted  it,  and  without  the  cooperation  of  the  State  of  Minnesota, 
and  after  its  refusal  to  cooperate. 

The  Chairman.  Is  the  point  at  issue  in  the  Great  Northern  the 
specific  rate  charged  by  the  Great  Northern  between  the  Mesaba 
Kange  and  Two  Harbors  ? 

Mr.  LiNDABXjRY.  Well,  I  only  have  general  information  on  this 
matter. 

Mr.  Gaby.  I  think  the  circumstances  are  practically  the  same,  Mi 
Chamnan. 

Mr.  LiNDABURY.  So  I  understood. 

The  Chairman.  I  am  not  advised,  after  a  most  diligent  inquiry, 
whether  this  particular  rate  has  been  charged. 

Mr.  LiNDABURY.  It  is  my  information  it  has  been. 

Mr.  Gary.  The  Duluth,  Mesaba  and  Northern  has  a  terminal  at 
Duluth  and  another  at  the  Mesaba  Range,  and  the  Great  Northern 
has  a  road  covering  the  same  territory  running  practically  parallel 
and  the  rates  are  the  same,  and  the  conditions,  merefore,  I  think,  are 
applicable  to  one  to  the  same  extent  they  are  to  the  other. 

Tlie  Chairman.  There  must  be^  Judge  Gary,  either  a  similar  condi- 
tion demanding  these  rates,  conditions  upon  which  you  have  thrown 
no  light  and  upon  which  I  have  none,  or  there  must  be  some  kind  of  an 
understanding  between  your  companies  and  the  Great  Northern.  I 
am  not  charging  that  there  is  any,  but  one  of  the  two  conditions  must 
exist. 

Mr.  LiNDABURY.  Mr.  Chairman,  if  you  will  pardon  me,  you  know 
you  have  under  subpoena  Mr.  Gayley,  who  had  special  charge  of  these 
matters,  and  he  prooably  can  give  you  more  light  on  this  matter  than 
any  other  witness. 

The  Chairman.  I  will  be  delighted  to  hear  Mr.  Gayley  at  any  time. 

Mr.  LiNDABURY.  I  only  meant  to  suggest  that  he  is  the^man  who 
has  first-handed  information. 

Mr.  Young.  Judge  Gary,  who  are  ,these  independent  shippers  over 
the  Mesaba  and  Northern  road  ? 

Mr.  Gary.  Well,  I  do  not  know  that  I  could  give  the  names  of  many 
of  them.  Price  McEanney,  of  Qeveland,  is  one  firm.  They  are  large 
shippers. 

Mr.  Young.  The  firm  of  Carrigan,  McKinney  &  Co.  ? 

Mr.  Gary.  Yes ;  that  is  the  finn  name  and  Price  McKinney  is  the 
name  of  one  member  of  tho  firm.  They  have  no  interest  in  us  and  we 
have  no  interest  in  them.    They  are  absolutely  independent. 

Mr.  Young.  They  are  men  of  wealth  and  standing,  are  they  not  t 

Mr.  Gary.  Yes.  W.  P.  Snyder  is  another  one.  He  is  a  man  of 
large  wealth  and  has  no  interest  in  our  companies  and  we  have  no 
interest  in  him. 

Mr.  Young.  Judge  Burk  is  one  of  the  members  of  the  firm  of  Car- 
rigan, McKinney  &  Co.,  is  he  not,  and  one  of  the  great  lawyers  in  the 
West?  ' 

Mr.  Gary.  He  was.  I  am  inclined  to  think  he  died  comparatively 
recently. 

Mr.  LiNDABURY.  There  are  some  15  of  them,  I  understand,  Mr. 
Young,  and  they  are  all  important  men. 
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Mr.  Oabt.  These  shippers  oyer  our  road  are  men  of  wealth  and 
influMice  and  have  no  interest  in  our  company  nor  we  in  them,  and 
of  course  the  natural  inference  would  be,  if  they  had  been  imposed 
upon,  if  the  rates  are  too  large  or  are  unreasonable;  they  are  fully  able 
to  take  care  of  th^nselyes  and  make  complaints  and  prosecute  their 
complaints.  I  haye  giyen  the  chairman  all  the  information  I  person- 
ally naye,  but  I  can  state  from  our  standpoint  there  is  no  arrangement 
of  any  sort  or  description  between  ourselyes  and  Mr.  Hill  to  maintain 
rates.  I  do  not  know  that  there  has  eyer  been  any  conyersation  on 
the  subject.    He  certainly  has  neyer  had  any  with  me. 

Mr.  1 OUNG.  And  those  rates  haye  existed  for  a  great  many  years, 
haye  they  not? 

Mr.  Gaby.  Yes;  long  before  Mr.  Hill's  road  was  built  there. 

Mr.  YouNQ.  And  long  before  the  United  States  Steel  Corporation 
was  orninized  ? 

Mr.  Gaby.  That  is  true. 

Mr.  Young.  I  think  I  am  through. 

Mr.  Gaby.  I  wanted  to  say  a  word  or  two,  and  only  a  very  few 
words,  with  reference  to  our  policy  and  conduct  since  we  were  organ- 
ized which  I  think  is  germane  to  the  inqui^  of  Mr.  Young.  In  the 
first  place,  our  policy  has  been  publicity.  We  haye  endeayored  from 
the  beginning  to  publish  facts  and  figures.  That  is  a  weU-recognized 
policy.  We  belieye,  and  I  think  it  is  true,  that  enforced  publicity 
with  regard  to  the  business  of  a  corporation  is  the  most  important  of 
anything  that  can  be  suggested  to  secure  and  mantain  fair  conduct 
of  business  and  protection  to  eyeryone.  I  do  not  say  that  is  all  that 
is  essential,  but  I  belieye  that  is  the  first  essential.  And  we  started 
out  with  that  in  mind  and  haye  kept  it  up.  Perhaps  we  haye  not 
giyen  all  the  facts  this  committee  will  elicit,  but  certainl}^  have 
giyen  many  of  them.  Then,  next,  there  has  been  a  disposition  on 
our  part  away  from  any  possible  monopoly  of  any  line  of  busi- 
ness or  the  attempt  to  exercise  any  monopoly;  and,  while  we  haye 
sometimes  been  criticised  by  our  stockholders  for  allowing  the  inde- 
pendents, so  called,  to  increase  production  faster  than  we  haye 
increased  production,  yet  it  is  because  of  that  conclusion  there  liaye 
been  these  percentages  of  change  as  I  haye  giyen.  And  so,  with 
respect  to  the  treatment  of  our  competitors,  it  has  not  been  our  effort 
to  try  to  keep  prices  up  beyond  reasonable  prices.  We  haye  neyer 
suggested  any  increase  of  prices  aboye  a  reasonable  point.  The  only 
reason  we  haye  attempted  to  maintain  what  I  call  the  existence  of 
reasonable  prices,  or  at  least  the  prey^ition  of  sudden  and  wide  fluc- 
tuations, is  that  we  feared  the  results  which  have  been  reached  by 
some  others  who  were  acting  under  a  different  policy,  and  who  haye 
secured  a  yerv  large  percentage  of  their  business  by  intentionally  or 
unintentionally  driymg  competitors  out  of  the  trade.  We  haye 
attempted  to  avoid  that  as  good  business  policy,  but  particularly 
because  it  seemed  to  us  our  motives  might  be  better  understood  when 
these  questions  of  monopoly  and  restraint  of  trade  were  under  con- 
sideration. Then,  we  have  from  the  start  attempted  to  take  our  em- 
ployees into  consideration,  particularly.  They  have  been  uppermost 
m  our  minds.     I  only  speak  of  facts. 

I  am  not  saying  we  have  done  any  more  than  our  duty,  but  we  have 
always  kept  wages  up  as  high  as  we  thought  we  possibly  could, 
making  it  certain  we  paid  our  men  as  much  c  '  more  than  others  who 
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had  similar  services  performed  for  them.  We  have  refused  m 
decrease  wages  when  our  competitors  decreased  wages,  as  you  know. 
Our  wages  are  higher  at  the  present  time  than  they  were  when  we 
started.  We  have  had  a  bonus  and  a  stock  subscription  plan,  which 
has  resulted  in  material  benefit  to  our  people.  We  have  introduced 
and  have  in  force  a  pension  plan  and  also  a  voluntary  relief  plan; 
that  is,  a  plan  for  the  payment  to  injured  people,  or  in  case  of  death 
to  their  widows  and  clulc&en,  certain  sums  of  money  regardless  of  any 
question  of  legal  liabihty. 

Mr.  Bartlett.  May  I  ask  you  a  question  there  1 

Mr.  Gary.  Certainly. 

Mr.  Bartlett.  How  many  employees  have  you  ? 

Mr.  Gary.  All  together  ? 

Mr.  Bartlett.  Yes. 

Mr.  Gary.  We  have  had  as  high  as  236,000  men,  I  think.  It 
depends  upon  the  business,  of  course.  We  endeavor  to  keep  just  as 
many  employed  as  we  possibly  can. 

Mr.  Bartlett.  What  is  the  general  average  number  of  employees; 
about  146,000  ? 

Mr.  Gary.  No;  it  is  very  much  more  than  that.  It  would  be  veiy 
low  when  it  was  down  to  175,000. 

Mr.  Bartlett.  Now  you  spoke  about  your  employees'  stock  sub- 
scription and  bonus,  and  you  state  in  your  last  report  the  amoxmt  of 
subscriptions  received  by  26,363  employees  from  your  stock  sub- 
scriptions. 

Mr.  Gary.  I  have  no  doubt  that  is  correct. 

Mr.  Bartlett.  That  number  out  of  200,000  ? 

Mr.  Gary.  Yes;  quite  likely.  We  have  improved  our  conditions 
at  the  mills  carefully  and  regularly,  tlie  sanitary  conditions  for  oui 
people.  Where  we  have  stores,  and  we  have  not  very  many,  we  have 
maae  it  certain  that  the  goods  were  sold  to  our  men  at  prices  less  than 
they  could  purchase  the  same  things  elsewhere.  Recently,  thefe  have 
been  investigations  made  in  regard  to  our  sanitary  conditions  by 
Government  officials,  and  those  reports  will  be  published,  and  therefore 
I  do  not  care  to  say  anything  about  that.  The  reports,  undoubtedly, 
will  be  justified  by  the  facts.  We  have  taken  especial  pains,  at  very 
large  expense,  to  protect  our  workmen  against  the  results  of  accidents. 
We  spent  last  year.  I  think,  $1,000,000  in  putting  in  protection, 
improvements  which  were  calculated  to  prevent  accidents.  We 
have  done  everything  we  can  in  that  direction,  and  we  are  on  a  very 
good  footing  with  our  men,  I  think. 

Mr.  Bartlett.  Not  only  your  humanity,  but  your  own.  selfish 
interests  dictate  those  things ) 

.Mr.  Gary.  That  is  it,  exactly.  I  agree  with  that  fully.  I  believe 
it  is  good  poUcy,  and  we  might  carry  that  a  good  deal  further  into 
many  of  our  departments,  that  honesty  is  good  business  pK)Hcy.  Of 
course,  we  have  not  overlooked  the  best  interests  of  our  stockholders. 

Mr.  Bartlett.  And  it  is  to  the  best  interests  of  your  stockohlders 
to  have  as  efficient  employees  as  you  possibly  can  ? 

Mr.  Gary.  It  is. 

Mr.  Bartlett.  And  those  employees  can  not  be  as  efficient  as 
they  should  be  unless  the  surroundmgs  in  which  they  are  situated 
to  do  the  work  are  the  best  possible  obtainable  ? 
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Mr.  Gaby.  Judge  Bartlett,  that  is  exactly  right.  We  have  about 
100,000  stockholders,  in  round  numbers.  We  consider  ourselves 
trustees.  We  have  no  right  to  overlook  their  interests,  and  all  I 
have  said  in  regard  to  our  management  we  think  is  for  the  best  inter- 
ests of  the  stockholders,  because  it  is  right  and  because  we  have  en- 
deavored to  keep  within  the  lines  of  the  law;  and  just  as  Jud^c  Bart- 
lett su^ests,  I  do  not  think  it  would  have  been  very  good  Business 
management  on  our  part,  and  I  do  not  think  we  would  have  been 
representing  the  stocKholders  of  the  United  States  Steel  Corporation, 
if  we  had  made  a  loan  of  $30,000,000  or  $40,000,000  of  the  bonds  of 
the  United  States  Steel  Corporation  to  the  Tennessee  stockholders 
and  taken  as  security  the  stock  which  they  had,  without  giving  us 
any  chance  to  take  over  the  property,  and  invest  millions  of  our 
money  and  try  to  work  out  of  it.  I  think  that  would  have  been 
very  poor  busmess  management. 

Mr.  Babtlett.  In  other  words,  the  transaction  of  the  Tennessee 
Coal  &  Iron  Co.  was  not  altogether  pure  patriotism  ? 

Mr.  Gabt.  The  governing  motive  was,  as  I  have  stated,  Judge 
Bartlett.  But,  at  me  same  time,  we  have  no  right  to  entirely  ignore 
or  overlook  the  intersets  of  our  stockholders  in  protecting  them  so 
far  as  we  could.  And  I  would  suggest  to  Judge  Bartlett  or  any  other 
^ood  lawyer  the  question  whether  under  those  circumstances,  believ- 
ing as  we  did  the  stock  of  the  Tennessee  Coal  &  Iron  Co.  was  not 
worth  more  than  sixty  or  sixty-five,  at  the  outside,  the  directors 
would  have  been  justified  in  making  a  loan  to  the  holders  of 
Tennessee  stock  for  the  amount  of  money  which  was  involved,  instead 
of  accepting  the  proposition  which  the  stockliolders  of  the  Tennessee 
Co.  themselves  insisted  upon,  namel^^  to  buy  their  stock  and  take 
the  property  and  try,  in  trie  course  of  years,  to  work  out  the  money 
which  we  had  invested,  and  ^vhich  belonged  to  the  stockholders  of  our 
corporation.  We  have  not  done  that  yet,  and  it  will  take  us  a  long 
time  to  do  it,  and  we  will  have  to  invest  a  ^eat  deal  of  monev  to 
do  it.  I  only  state  to  you  the  governing  motive  in  the  minds  of  the 
directors,  with  a  view  of  trying  to  ask  uie  committee  to  put  them- 
selves  in  our  places  at  that  time  under  the  circumstances. 

Mr.  Babtlett.  That  is  always  a  pretty  good  rule,  to  put  yourself 
in  the  other  man's  place. 

Mr.  Gaby.  I  think  that  is  the  only  fair  way  to  look  at  it. 

Mr.  Babtlett.  Now,  as  long  as  you  have  brought  up  the  matter  of 
the  purchase  of  the  Tennessee  Coal  &  Iron  Co.,  I  desire  to  ask  you  a 
question  or  two  as  to  that  matter.  Have  you  seen  this  morning's 
New  York  Worid  ? 

Mr.  Gabt.  Yes. 

Mr.  Babtlett.  Have  you  read  the  editorial  headed  "  Let  the  record 
t^ll  the  story  V 

Mr.  Gaby.  I  believe  I  did. 

Mr.  Babtlett.  I  asked  you  yesterclaj^  if  the  Morse  and  Ileinze 
failures  had  occurred  before  the  purchase  of  the  Tennessee  Coal  & 
Iron  Co  ? 

Mr.  Gaby.  And  I  said  I  believed  they  had. 

Mr.  Babtlett.  Referring  to  this  matter  of  the  panic  and  its  dixTer- 
ent  stages,  I  notice  from  the  New  York  World  this  morning  the 
following: 

On  October  19, 1907,  it  was  announced  that  Charles  W.  Morse  had  resigned  from  all 
(he  banks  and  trust  companies  with  which  he  was  connected. 
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Can  you  verify  that  statement  as  to  time? 

Mr.  Gaby.  I  can  not  give  any  of  those  events  in  chronologica] 
order. 

Mr.  Babtlbtt.  I  will  ask  you  whether  it  is  correct  or  not  that  that 
had  occurred  before  your  purchase  ? 

Mr.  Gaby.  I  feel  certain  if  had. 

Mr.  Babtlett  (reading) : 

On  October  20,  the  cleftrmg-house  committee  stated  that  the  Hexoee-Morae-Thoaias 
interests  had  been  eliminated  farom  the  banking  situation.  The  contmittee  laraed 
the  foUowing  statement:  "A  committee  of  the  clearing-house  have  examined  the 
several  banks  of  the  association  that  have  been  under  criticism,  and,  finding  them 
solvent,  the  clearing-house  committee  have  decided  to  render  them  such  assistance 
to  meet  their  deponts  as  the  committee  may  think  necessary/'  ' 

Do  you  remember  that  statement  being  made  and  published  ? 

Mr.  Gaby.  I  do  not  remember  that. 

Mr.  Babtlett.  You  do  not  dispute  it  ? 

Mr.  Gaby.  No;  I  do  not  deny  it. 

Mr.  Babtlett.  That  is  alleged  here  to  have  occurred  on  October 
20.     Now,  what  effect  would  that  statement  have  had  upon 

Mr.  Gaby  (interposing).  I  can  not  answer  that.  I  presume  the 
facts  which  have  been  stated  in  the  editorial  in  the  World  are  true.  I 
have  no  doubt  of  itjbut  I  do  not  know  that. 

Mr.  Babtlett.  When  they  quote  this  and  give  the  dates,  you 
would  think  that  would  be  accurate  ? 

Mr.  Gaby.  I  was  going  to  sav  that  I  am  inclined  to  think  that  the 
writer  of  that  editorial  nas  left  out  of  consideration  a  great  many 
other  tilings  that  surrounded  the  conditions  in  New  York  at  the  time. 

Mr.  Babtlett.  Do  you  know  who  some  of  the  prominent  members 
of  that  committee  were  at  that  time? 

Mr.  Gaby.  I  believe  Simmons  was  the  president,  and  I  of  course 
know  a  great  manyof  them,  but  I  do  not  remember  now. 

Mr.  Babtlett.  Was  Mr.  Morgan  or  any  of  his  associates  members 
of  the  clearing-house  committee? 

Mr.  Gaby.  No;  I  do  not  think  so.  I  think  the  members  of  the 
clearing-house  committee  must  be  officers  of  some  of  the  national 
banks.  That  is  my  impression,  and  of  course,  none  of  the  Morgan 
people  were  officers  in  any  national  bank. 

Mr.  Babtlett.  But  it  is  a  committee  which  is  composed  of  very 
prominent  financial  gentlemen  who  are  intrusted  witn  very  grave 
responsibility. 

Mr.  Gaby.  There  is  no  doubt  of  that. 

Mr.  Babtlett.  And  any  statement  made  by  them  would  be 
received  by  the  financial  world  of  New  York  as  being  reliable  and 
accurate. 

Mr.  Gaby.  Any  statement  of  fact. 

Mr.  Babtlett.  I  mean  any  statement  of  fact. 

Mr.  Gaby.  Certainly.  If  they  assumed  to  know  a  fact,  I  have  no 
doubt  they  would  state  it  accurately.  They  might  be  mistaken  in 
any  opinion  at  any  time,  as  all  of  us  may  be. 

Mr.  Babtlett.  Of  course;  that  is  true. 

October  21  the  National  Bank  of  Commerce,  controlled  by  Thomas  F.  R^mn,  sud- 
denly notified  the  other  clearing-house  banks  that  it  would  cease  to  act  as  clearing- 
house agent  for  the  Knickerbocker  Trust  Co. 

Do  you  remember  that  ? 

Mr.  Gaby.  I  remember  that  circumstance. 
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Mr.  Babtlett.  And  do  you  remember  the  date  ? 

Mr.  Gaby.  I  do  not  remember  the  date. 

Mr.  Ba&tlett.  But  it  was  before  your  purchase  of  the  Tennessee 
Coal  &  Iron  Co. ) 

Mr.  Gabt.  I  do  not  reoiember.  I  would  think  if  it  is  so  stated  in 
the  World  that  it  is  accurate,  but  I  hare  no  recollection  now. 

Mr.  Babtlett  (reading) : 

October  22  there  was  a  run  on  the  Knickerbocker  Trust  Co..  which  closed  its  doors, 
and  the  panic  was  in  full  swinf!:.    That  evening  J.  Pierpont  Morgan  said: 
"We  are  doing  every  thiag  we  can  as  fast  as  we  can,  but  notiiing  has  yet  cr>stallized.** 

Do  you  recall  any  such  statement  t 
Mr.  Gaby.  I  do  not  remember  that. 
Mr.  Babtlbtt  (reading) : 

October  23  something  "crystallized,"  for  the  New  York  Times  printed  a  statement 
inspired  by  Geoige  W.  Ferkms 

He  is  Mr.  Morgan's  partner,  is  he  not? 
Mr.  Gaby.  He  was  at  that  time. 
Mr.  Babtlett  (reading) : 

A  stateatent  inspired  by  Geoige  W.  Perkins,  one  <^  Mr.  Morgan's  partners,  saying: 
''The  chief  sore  spot  is  the  Trust  Ck).  of  America." 

That  is  Mr.  Oakleigh  Thome's  company  i 

Mr.  Gaby.  Yes.  £  it  certain  that  m,  Perkins  inspired  such  a 
statement  t 

Mr.  Babtlett.  I  do  not  know. 

Mr.  Gaby.  I  would  doubt  that;  Judge  Bartlett,  but  I  do  not  know. 

Mr.  LiNDABXJBY.  If  you  will  permit  me,  I  will  say  that  Mr.  Perkins 
told  me  that  was  not  t^rue. 

The  Chaibhan.  Ordinarily  I  would  be  somewhat  impatient  of 
suggestions  in  the  way  of  statements  of  fact  from  counsel  unsworn 
at  the  time  a  witness  is  testifying,  and  I  am  not  impatient  in  this 
case  because  of  my  desire  to  be  courteous  and  my  extreme  unwil- 
lingness to  even  make  a  sugi^tion ;  but  I  know  that  Mr.  Lindabury 
is  such  an  eminent  lawyer  tnat  he  will  not  interpose  a  statement  of 
fact  in  the  midst  of  ihe  testimony.     I  know  it  is  a  mere  inadvertence. 

Mr.  Babtlbtt.  I  do  not  object  to  it  at  all. 

Mr.  Linbabuby.  That  is  not  exactly  so.  The  reason  of  it  was 
that  a  statement  in  a  newspaper  was  being  read,  and  I  thought  it 
was  only  fair  to  state  to  the  committee  that  the  gentleman  to  whom 
that  sti^ment  is  attributed  states  that  it  is  erroneous. 

Mr.  Babtlbtt.  That  is  all  right.    We  will  have  him  here. 

The  Chaibmak.  I  Imow  that  the  gentleman  meant  no  discourtesy 
to  the  committee,  but  the  rules  of  the  committee  do  not  permit  a 
statement  of  that  kind,  no  more  than  such  a  statement  would  be 
allowed  in  a  court  of  justice. 

Mr.  Babtlett.  I  am  quite  sure  that  he  has  not  interrupted  me 
at  aU. 

Mr.  Gaby.  We  must  admit  that  the  chairman  has  been  very  courte- 
ous and  very  patient. 

The  Chaibman.  I  thank  you,  sir. 

Mr.  Babtlbtt.  You  do  not  remember  that  any  such  statement 
appeared  in  print  at  that  time  f 

Mr.  Gabt.  I  do  not  remember  that,  but,  of  course,  I  can  not  deny  it. 

Mr.  Babtlett.  There  was  a  run  upon  the  Trust  Co.  of  America 
about  that  time.    You  recall  that? 
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Mr.  Gary.  I  do  not  remember  about  the  time.  I  know  there  was 
a  run  which  lasted  for  a  long  time. 

Mr.  Bartlett.  And  you  remember  that  about  that  time  the  Sec- 
retary of  the  Treasury,  Mr.  George  B.  Cortelyou,  undertook  to  relieve 
the  situation  by  depositing  with  the  banks  some  $25,000,000  ? 

Mr.  Gary.  I  remember  that  circumstance. 

Mr.  Bartlett.  This  paper  says: 

This  same  day  George  B.  Cortelyou,  Secretary  of  the  Treasury,  dumped  $25,000,000 
of  Government  money  into  WaU  Street. 

We  will  say  in  the  banks  of  New  York,  and  not  in  Wall  Street  [con- 
tinuingreadiiig]: 

October  24  the  Morgan-Rockefeller  interests  advanced  $60,000,000  to  steady  the 
stock  market. 

Do  you  know  anything  about  that? 

Mr.  Gaby.  I  know  that  Mr.  Morgan  and  his  associates  deposited 
large  sums  of  money.  I  do  not  thin^  the  Rockefellers  deposited  any. 
But  I  may  be  mistaken  about  that. 

Mr.  Bartlett.  But  somebody  did  ? 

Mr.  Gabt.  Yes.  I  know  perfectly  well  that  Mr.  Morgan  and  others 
did  supply  large  sums  of  money;  and  I  know  quite  well  that  the 
United  otates  Steel  Corporation  nad  IcLrge  sums  of  money  in  the  banks 
which  we  left  there  to  protect  the  situation. 

Mr.  Babtlett.  Do  you  know  anything  about  what  effect  that  had 
on  stocks  ? 

Mr.  Gary.  I  do  not.  I  do  not  know  much  about  the  stock  market, 
Jud^e  Bartlett,  I  must  say. 

MT,  Babtlett.  It  has  oeen  testified  here  that  Mr.  Clark  Williams 
was  the  State  superintendent  of  banks  in  New  York.  Do  you  know 
whether  he  made  any  statement  about  that  time  ? 

Mr.  Gary.  I  do  not. 

Mr.  Babtlett.  This  article  claims  he  did. 

Mr.  Gary.  I  had  forgotten  who  was  the  examiner,  but  it  was  stated 
here  yesterday  that  Mr.  Clark  WiUiams  occupied  that  position. 

Mr.  Bartlett.  This  article  states  that  tne  superintendent  gave 
out  a  statement  saying  that  the  situation  was  improving.  The  trust 
company  continued  to  pay  its  depositors,  did  it  not,  and  did  not  close 
its  doors  ? 

Mr.  Gary.  It  did  not. 

Mr.  Bartlett.  Now,  do  you  remember  a  statement  that  the 
President  published  about  that  time,  in  which  he  complimented  the 
Secretary  of  the  Treasury  on  the  admirable  way  in  which  he  had 
handled  the  panic  ? 

Mr.  Gary.  I  do  not  remember  that.  Judge  Bartlett.  It  may  be 
true.     I  can  not  deny  it. 

Mr.  Bartlett.  Now,  is  it  not  a  fact  that  the  statement  from  the 
President  appeared  on  October  25  or  about  that  time  ? 

Mr.  Gary.  I  can  not  answer  that  from  recollection. 

Mr.  Bartlett.  And  before  you  purchased  the  Tennessee  Coal  & 
Iron  Co.  ? 

Mr.  Gary.  I  can  not  answer  that  question.  Judge  Bartlett.  It  is 
worthy  of  consideration  in  that  connection  that  every  prominent 
banker  in  New  York  City  at  that  time,  knowing  the  situation,  made 
as  favorable  statements  to  the  public  as  they  felt  they  could  possibly 
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make  in  view  of  the  facte,  .for  the  reason  that  it  was  the  endeavor  to 
allay  the  public  fear  and  thereby  produce  an  effect  upon  these  people 
who  were  crowding  around  the  bank,  vociferously  demanding  their 
money. 

Mr.  Babtlett.  I  understand  that;  but  I  am  trying  to  fix  up  the 
chronological  order  of  events.  Now,  do  you  remember  whether  or 
not  about  that  same  time,  on  the  26th  of  October,  there  appeared 
along  with  the  President's  statement  of  congratulation  on  the 
Secretary  of  the  Treasuiv,  also  congratulations  and  approval  of  the 
conservative,  substantial  business  men  who  had  done  invaluable 
service  in  checking  the  panic.    Do  you  remember  that  ? 

Mr.  Gary.  I  do  not  remember  that  at  all. 

Mr.  LiNDABUBT.  Congratulations  from  whom  1 

Mr.  Babtlett.  From  the  President  of  the  United  States  at  that 
time,  Mr.  Roosevelt.  Now,  November  3  was  about  the  time  when 
this  meeting  at  Mr.  Morgan's  library  was  held? 

Mr.  Gaby.  Was  November  3  Saturday  or  Sunday  ? 

Mr.  Babtlett.  Sunday. 

Mr.  Gaby.  Well,  November  2,  I  should  think,  was  my  first  inter- 
view with  Mr.  Ledvard. 

Mr.  Babtlett.  Now,  can  you  give  us  the  names  of  some  of  those 
present  besides  yourself  t 

Mr.  Gaby.  At  that  meeting  ? 

Mr.  Babtlett.  Yes. 

Mr.  Gaby.  I '  think  the  negotiations  were  entirely  between  Mr. 
Ledvard  and  myself,  and  I  do  not  think  anyone  else  was  present. 

Mr.  Babtlett.  I  am  speaking  about  the  meeting  in  Mr.  Morgan's 
library? 

Mr.  Gaby.  Our  negotiations  were  at  the  Ubrary  in  one  of  the  rooms, 
but  I  have  told  you  how  Mr.  Morgan  introduced  the  subject,  when 
Mr.  Ledyard  and  I  were  present,  and  that  was  on  Saturday.  There 
were  times  during  these  two  or  three  days,  as  I  have  related,  when 
many  of  the  leadmg  bankers  of  the  city  were  present  in  the  library. 
The  library  had  three  large  rooms. 

Mr.  Babtlett.  I  will  ask  you  whether  the  parties  whom  I  will 
now  name  were  present 

Mr.  Gaby  (interposing) .  You  m6an  now  at  what  time  ? 

Mr.  Babtlett.  In  the  night  when  this  conference  occurred. 

Mr.  Gaby.  The  night  Mr.  Frick  and  I  left  for  Washington,  for 
instance  ? 

Mr.  Babtlett.  Yes.  Was  Mr.  Thomas  F.  Ryan  present  at  the 
time  ? 

Mr.  Gaby.  I  do  not  think  so.  I  do  not  remember  to  have  seen  him 
during  the  whole  time.     He  mav  have  been  there. 

Mr.  Babtlett.  Was  Mr.  Frick  present  1 

3klr.  Gaby.  I  think  Mr.  Frick  was  present. 

Mr.  Babtlett.  Was  Mr.  Oakleigh  Thorne  there  ? 

Mr.  Gaby.  I  do  not  remember  him,  but  he  may  have  been  there. 

Mr.  Babtlett.  He  was  at  that  time  president  of  the  Trust  Co.  of 
America? 

Mr.  Gaby.  He  was. 

Mr.  Babtlett.  Was  Mr.  Schley  there  ? 

Mr.  Gaby.  I  do  not  think  he  was.  I  do  not  remember  that  he  -  as. 
I  might  be  mistaken. 
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Mr.  Babtlbtt.  Was  Mr.  Jamies  B.  Stillman  there  ? 

Mr.  Gaby.  I  think  he  was — James  Stillmsan. 

Mr.  Babtlett.  Yes.  He  was  connected  with  the  Standard  Oil 
people } 

Mr.  Gaby.  No;  with  the  National  City  Bank. 

Mr.  Babtlett.  Well,  that  is  the  Standard  Oil  Go.  ? 

Mr.  Gaby.  Oh,  no.     I  do  not  know  just  what  you  mean  by  that. 

Mr.  Babtlbtt.  Mr.  George  F.  Baker,  president  of  the  First  National 
Bank — was  he  present  ? 

Mr.  Gaby.  Yes;  I  am  very  sure  he  was.  There  were  many  presi* 
dents  of  national  banks  and  trust  companies  present,  in  fact,  the 
presidents  of  most  of  the  leading  banks. 

Mr.  Babtlett.  Now,  on  November  4  you  came  to  Washington  ? 

Mr.  Gaby.  I  think  we  arrived  here  the  morning  of  the  4th;  that  is 
my  impression. 

Mr.  bABTLETT.  You  returned  to  New  York  at  what  time  ? 

Mr.  Gaby.  Immediatelv  after  the  interview.    We  had  a  special. 

Mr.  Babtlett.  And  when  you  returned  to  New  York,  did  you  have 
a  conference  in  Mr.  Mor|;an's  library  that  night  or  that  evenmg,  or  at 
anv  time  after  you  reached  New  York  ? 

Mr.  Gaby.  I  do  not  remember  that  we  did.  You  will  r^ember  I 
stated  I  telephoned  to  the  bank  immediately  after  the  interview 
with  the  President,  and  I  went  back  to  New  York  and  called  another 
meeting  of  our  finance  conunittee. 

Mr.  Babtlett.  Did  they  meet  right  away  ? 

Mr.  Gaby.  I  should  think  they  did.  There  were  several  meetings. 
We  have  all  the  minutes  here,  and  they  will  fix  the  dates. 

Mr.  Babtlett.  Did  you  have  a  meeting  at  Mr.  Morgan's  residence 
or  at  his  office  that  day  ? 

Mr.  Gaby.  I  did  not  have  any  meeting  at  his  residence  during  this 
time,  not  one.  There  was  not  any  meetlog  at  his  residence  that  I 
heard  of. 

Mr.  Babtlett.  At  his  library  ? 

Mr.  Gaby.  At  his  library  there  were  a  good  many  meetings. 

Mr.  Babtlett.  Did  you  have  a  meeting  there  that  day — at  any 
time  before  the  next  day  ? 

Mr.  Gaby.  I  can  not  answer  that.  You  see,  it  having  been  decided 
that  we  would  acquire  the  property,  then  it  was  a  question  of  closing 
up  the  business,  and  I  remember  we  had  the  first  meeting  of  impor- 
tance after  that  at  my  own  apartments.  Mr.  Morgan  nor  any  of  the 
bankers  was  not  present  on  that  occasion.  That  was  a  business 
meeting.  Mr.  Topping,  president  of  the  Republic,  Mr.  Leonard 
Hanna,  perhaps  Mr.  Oglebay,  and  possibly  Mr.  Schley,  Mr.  Ledyard, 
some  of  my  own  assistants,  and  myself  were  there.  It  was  then  I 
drew  up  this  memorandum  which  I  have  referred  to,  which  ou^ht  per- 
haps to  be  introduced  simply  to  fix  the  time,  which  provided  we 
would  take  over  these  stocks,  and  at  the  end  of  it,  at  Mr.  Ledyard's 
insistence,  I  added  a  little  paragraph  that  we  would  purchase  minority 
stockholders'  interests. 

Mr.  Babtlett.  Do  you  remember  whether  or  not  there  was  issued 
in  the  New  York  papers  the  next  morning  the  statement  that — 

the  committee  of  the  trust  companies  of  New  York  City  has  had  the  aasets  of  the 
Trust  Go.  of  America  and  of  the  Lincoln  Trust  Co.  examined  by  experts,  who  report 
that  in  their  judgment  on  the  present  bAsia  of  value  the  assets  of  thcoe  companies  axB 
sufficient  to  pay  the  depositors  in  full. 
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Do  you  remember  that  ? 

Mr.  Gaby.  I  do  not  remember  that. 

Mr.  Bartlett.  And  among  the  collaterals  that  the  Trust  Co.  of 
America  held  were  a  lot  of  shares  of  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gary.  It  seems  to  me  the  loans  there  were  between  $400,000 
and  $500,000.    , 

Mr.  Bartlett.  Yes;  that  is  correct.  How  much  actual  cash  was 
paid  in  the  purchase  of  the  Tennessee  Coal  ft  Iron  Co.  stock — about 
$625,000  f 

Mr.  Gary.  There  was  not  any  sum  of  cash  paid  at  that  time. 
Within  a  short  time  we  paid  millions  of  dollars. 

Mr.  Bartlett.  I  am  talking  about  that  particular  time. 

Mr.  Gary.  Not  any.  The  Question  of  cash  was  not  suggested, 
except  in  the  way  I  have  statea. 

Mr.  Bartlett.  You  have  stated  something  with  reference  to  the 
dismantling  of  mills,  and  in  only  one  instance  have  you  stated  that 
occurred.  Now,  prior  to  the  acauisition  of  some  of  these  subsidiary 
companies — we  will  call  them  suosidiary  companies  of  the  Steel  Cor- 
poration— there  had  been  amalgamations  or  absorptions  of  other 
plants  into  the  companies  that  you  absorbed?  I  use  the  -word 
^'  absorbed  "  merely  as  illustrative.  For  instance,  take  the  American 
Steel  &  Wire  Co. 

Mr.  Gary.  I  knew  competing  companies  in  the  wire  business  had 
gone  into  that  company,  because  I  knew  something,  in  a  general  way, 
about  that  business.     I  did  not  know  much  about  the  otncrs. 

Mr.  Bartlett.  You  did  not  mean  to  say,  then,  by  the  statement 
that  none  of  the  companies  or  corporations  had  been  dismantled,  to 
sav  that  they  had  not  oeen  dismantled  before  vou  had  absorbed  them  t 

Mr.  Gary.  I  did  not  know  that  any  of  the  plants  had  been  dis- 
mantled, Judge  Bartlett. 

Mr.  Bartlett.  Well,  shut  down. 

Mr.  Gary.  I  did  not  know  that.  Have  you  any  information  to 
that  effect  ? 

Mr.  Bartlett.  I  have  the  testimony  of  a  witness  before  this  com- 
mittee as  to  that. 

Mr.  Gary.  I  do*  not  know  that.    This  is  the  first  I  have  heard  of  it. 

Mr.  Bartlett.  For  instance,  the  American  Steel  &  Wire  Co.,  of 
Illinois,  which  was  afterwards  converted  into  the  American  Steel  & 
Wire  Co.,  of  New  Jersey.  I  am  stating  that  from  Mr.  Gates's  testi- 
mony, 

Mr.  Gary.  What  is  the  observation  as  to  those  plants  ? 

Mr.  Bartlett.  I  will  read  you  the  plants  he  states  had  been 
absorbed,  if  you  desire : 

The  Waahbum  Manufacturing  Co..  of  Worcester,  Maas.;  the  Worcester  Wire  Go.,; 
the  Cleveland  Wiring  Milla  Co.;  the  American  Wire  Co.,  of  Cleveland;  the  R.  B.  Nail 
Co.;  the  CincinnatiBarb  Wire  Fence  Co;  Oliver's  concern,  the  Oliver  Wire  Co. — I 
can  not  remember  them  all,  there  are  a  great  many  of  them. 

Mr.  Gary.  Well,  there  were  a  good  many  plants  which  came 
together,  I  presume,  but  I  do  n'ot  think  they  were  dismantled,  Judge 
Bartlett,  or  closed  down. 

ifr.  Bartlett.  I  do  not  know.  I  want  to  ask  you  about  that. 
You  took  over  this  American  Steel  &  Wire  Co.,  did  you  % 

Mr.  Gary.  We  did. 

Mr.  Ledyard.  As  they  found  it  ? 
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Mr.  Gary.  Yes ;  as  we  found  it. 

Mr.  Babtlett.  Now,  if  they  had  absorbed  and  dismantled  any 
of  these  works  which  composed  that  company,  you  have  not  restored 
them  in  any  way? 

Mr.  Gaby.  I  can  not  answer  that,  Judge  Bartlett.  I  doubt  very 
much' if  any  plants  of  any  consequence  have  been  dismantled.  That 
competing  plants  came  together  I  do  not  deny.  'In  fact,  I  had 
information  that  competing  plants  had  come  together. 

Mr.  Babtlett.  I  will  read  Mr.  Gates's  testimony  on  that  subject: 

Mr.  Gates.  I  do  not  believe  there  was  much  change.  We  tried  to  run  the  milla  we 
could  operate  the  most  economically  and  shut  down  tlioee  that  were  the  most  exjMn- 
sive,  and  I  do  not  think  we  particularly  advanced  the  price.    That  is  my  recollection. 

The  Chairman.  How  many  did  you  shut  down,  Mr,  Gates;  do  vou  know? 

Mr.  Gates.  IVobably  we  had  50  and  shut  down  20 — dismantled  them. 

Mr.  Bartlett.  How  many? 

Mr.  Gates.  Two-fifths  of  the  properties  were  probably  dismantled — shut  down  and 
eventuaUv  dismantled,  or  concentrated.  The  machinery  has  been  moved  to  our  other 
plants;   the  machinery  was  not  wasted. 

Mr.  Bartlett.  That  is  the  usual  way  when  you  concentrate  business  into  one  cen- 
tral company? 

Mp.  Gates.  That  is  the  sensible  way. 

Mr.  JBartlett.  Not  only  to  shut  down,  but  to  dismantle? 

Mr.  Gates.  Dismantle;  yes.  One  superintendent  does  the  work,  whether  yoa  are 
making  100  tons  or  300  or  500. 

Mr.  Gary.  I  should  think  his  statement  is  rather  general,  and  I  fear 
it  is  a  Uttle  careless,  because  I  have  never  before  heard  that  any  plants 
of  any  conseauence  were  dismantled  even  by  the  Wire  Co.;  and  as  to 
the  other  suDsidiary  companies,  I  did  not  have  much  knowledge 
before  we  took  them  over,  not  including  the  Federal  Steel  Co.  Of 
course,  I  knew  about  that. 

Mr.  Bartlett.  The  United  States  Steel  Corporation  ships  its 
products  into  Canada  and  points  in  Canada  ? 

Mr.  Gary.  It  does. 

Mr.  Bartlett.  You  ship  a  great  deal  from  Pittsburg  and  Gary  to 
Toronto,  Hamilton,  and  Montreal,  do  you  not  ? 

Mr.  Gary.  We  snip  from  some  of  our  mills  into  Canada  to  a  con- 
siderable extent. 

Mr.  Bartlett.  I  asked  with  reference  to  Pittsburg  and  Gary. 

Mr.  Gary.  I  think  we  do  from  Pittsburg.  I  do  not  know  about 
Gary.  The  Canadian  business  has  not  been  very  good  for  the  past 
few  years  on  account  of  the  tariff  situation  there — on  account  of  their 
tariff,  bounties,  and  so  forth,  we  were  practically  shut  out  of  Canada, 
although  of  late  we  have  done  some  business.  But  at  one  time  we 
were  practically  shut  out  of  Canada. 

Mr.  Bartlett.  You  will  get  in  later. 

Mr.  Gary.  I  hope  so. 

Mr.  Bartlett.  I  will  ask  you  this  question,  and  I  will  confine  it 
entirely  to  Canada.  I  desire  to  know  wliether  or  not  your  company 
enjoys  or  has -any  agreement  by  which  you  have  from  the  Canadian 
roads  any  rates  of  freight  that  are  lower  than  are  given  to  the  inde- 
pendent steel  companies  in  these  States  ? 

Mr.  Gary.  I  never  heard  of  the  suggestion  before,  and  I  am  very 
sure  we  have  not. 

Mr.  Bartlett.  If  such  a  thing  existed,  would  you  know  about  it  1 

Mr.  Gary.  I  tliink  I  would.  I  ought  to  know  it.  Do  we  ship 
over  that  road  at  all  ? 
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Mr.  Bartlett.  I  did  not  mention  any  road.  I  asked  you,  first,  if 
you  ship  your  products  from  Pittsburg  and  Gary  into  Canada. 

Mr.  Gaby.  We  might  deliver  to  the  ports  there  in  Canada.  I  do 
not  know  whether  we  sliip  over  the  railroads  there  at  all  or  not. 

Mr.  Bartlett.  I  then  asked  you  if  it  was  a  fact  that  the  steel  cor- 
poration enjoyed  with  the  Canadian  railroads,  not  any  particular 
one,  but  any  of  them,  any  lower  rates  of  freight  than  are  given  or  are 

Eermitted  to  be  enjoyed  by  the  independent  steel  companies  in  the 
tates  that  also  ship  this  business? 

Mr.  Gart.  I  understood  your  question,  and  I  answered  it  in  the 
n^ative.  So  far  as  I  know  or  am  informed,  I  feel  very  certain  we 
have  never  had  anything  of  the  kind,  and  that  any  such  thing  has 
never  been  suggested. 

Mr.  Bartlett.  That  is  all.     Now,  since  I  have  questioned  you 
about  this  editorial,  I  desire  that  it  be  put  in  the  record. 
(The  paper  above  referred  to  is  as  follows:) 

LBT  THB  HBOORD  TBLL  THE  8T0RT. 

Judge  (jary  in  his  testimony  yesterday  before  the  House  Committee  declared  that 
President  Roosevelt  and  Secretary  Root  not  only  sanctioned  the  absorption  of  the 
Tennessee  Coal  &  Iren  Co.  by  the  Steel  Trust,  but  that  they  regajrded  sucn  absorption 
as  necessary  "to  avert  a  widespread  financial  disaster."  In  Judge  Gary's  opinion 
this  action  on  the  part  of  Mr.  Koosevelt  licensing  the  merger  "was  a  piece  of  real 
constnictive  statesmanship." 

Let  the  record  of  the  panic  testify  as  to  whether  this  action  on  the  part  of  Mr.  Roose- 
velt was  actually  necessary  "if  a  financial  cataclysm  was  to  be  averted:'' 

October  19,  1907,  it  was  announced  that  Charles  W.  Morse  had  resigned  from  all 
the  banks  and  trust  companies  with  which  he  was  connected. 

October  20  the  clearing  house  committee  stated  that  the  Heinze-Morse^Thomas 
interests  had  been  eliminated  from  the  banking  situation.  The  committee  issued  the 
following  statement: 

"A  committee  of  the  clearing  house  have  examined  the  several  banks  of  the  asso- 
ciation that  have  been  under  criticism  and,  finding  them  solvent,  the  clearing  house 
c(»nmittee  have  decided  to  render  them  such  assistance  to  meet  their  deposits  as  the 
committee  may  think  necessary." 

October  21  the  National  Bank  of  Commerce,  controlled  by  Thomas  F.  Ryan,  sud- 
denly notified  the  other  clearins-house  banks  that  it  would  cease  to  act  as  clearing- 
house agents  for  the  Knickerbocker  Trust  Co. 

OctoTOr  22  there  was  a  run  on  the  Knickerbocker  Trust  Co.,  which  closed  its  doors, 
and  the  panic  was  in  full  swing.    That  evening  J.  Pierpont  Morgan  said: 

"We  are  doing  everything  we  can  as  fast  as  we  can,  but  nothing  naa  yet  crystallized." 


point  is  the  Trust  Co.  of  America."  A  run  immediately  began  on  the  Trust  Co.  of 
America  This  same  day  Geoige  B.  Cortelyou,  Secretary  of  the  Treasury,  dumped 
$25,000,000  of  Government  money  into  Wall  Street. 

October  24  the  Moigan-Rockefeller  interests  advanced  $60,000,000  to  steady  the 
stock  market. 

October  25  stocks  advanced,  and  Clark  Williams,  State  superintendent  of  banks, 
said  the  situation  was  imprdvine.  The  Trust  Co.  of  America  was  steadily  paying  on 
its  depositors,  but  under  difficulties. 

October  26  Mr.  Roosevelt  issued  a  statement  congratulating  Mr.  Cortelyou  "on  the 
admirable  way  you  have  handled  the  present  crisis."  Mr.  Koosevelt  a&o  con^tu- 
kted  "those  conservative,  substantial  business  men  "  who  did  "invaluable  service  in 
checkiug  the  panic." 

Apparently  the  panic  was  over.  The  newspapers  ceased  to  publish  the  news  of  it 
on  tne  first  page. 

November  3  the  Times  printed  a  most  optimistic  financial  article  under  the  head 
lines,  "Trying  situation  well  met  by  banks."    That  night  occurred  the  famous  con- 
ference at  Mr.  Morgan's  library,  among  those  present  being  Mr.  Morgan,  Thomas  F. 
Ryan,  Judge  Gary,  Mr.  Frick,  Oakleigh  Thome,  who  was  president  of  the  Trust  Co.  of 
America;  Grant  B.  Schley  of  the  finn  of  Moore  &  Schley,  which  was  carrying  $6,000,000 


248  UNITED  STATES  STEEL  COBPOBATION. 

of  Tennessee  Coal  &  Iron  stock;  James  B.  Stillman,  of  the  Standard  Oil  bank,  and 
George  F.  Baker,  of  the  First  National  Bank.  All  the  dominating  elements  of  the 
Money  Trust,  which,  in  the  words  of  Judge  Gary  at  yesterday's  hearing,  *'can  do  a 
great  deal  of  harm  as  well  as  a  great  deal  of  good  in  banking  circles,"  were  represented 
at  this  meetine. 

At  10  o'clock  that  night  Judge  Grary  called  up  the  secretary  to  the  President  on  the 
long-distance  telepBone  and  arrangea  for  a  conference  at  the  White  House  the  next 
day.    He  and  Mr.  Frick  went  to  Washington  on  a  special  train. 

November  4  Mr.  Roosevelt,  in  a  personal  interview  with  Judge  Gary  and  Mr.  Frick, 
at  which  Elihu  Root  was  present,  hcensed  the  absorption  of  the  Tennsesee  Goal  &  Iron 
Go.  by  the  Steel  Trust,  and  JudsB  Gary  ''immediately  wired  to  New  York." 

November  5  another  financial  conference  was  held  in  Mr.  Mosgan's  library,  and 
at  3  o'clock  on  the  morning  of  November  6,  announcement  was  made  from  theMoi^gan 
library  that: 

"The  committee  of  the  trust  companies  of  New  York  City  has  had  the  assets  of  the 
Trust  Co.  of  America  and  of  the  Lmcoln  Trust  Co.  examined  by  experts,  who  repoit 
that  in  their  judgment,  on  the  present  basis  of  values,  the  assets  of  each  company  aie 
sufficient  to  pay  the  depositors  in  full." 

November  7  Judge  Gary  wrote  to  Elihu  Root  asking  the  Secretary  of  State  to  con- 
firm his  recollection  that  at  the  White  House  conference  Mr.  Roosevelt  "did  not 
hesitate  to  say  that  from  all  the  circumstances  as  presented  he  would  not  advise 
against  the  purchase  of  the  Tennessee  Coal  &  Iron  Go.  by  the  Steel  Trust." 

November  11  Mr.  Root  wrote  to  Judge  Gary  confirming  Judge  Gary's  renort  of  Mr. 
Roosevelt's  statement.  He  likewise  sent  a  copy  of  Judge  Gary's  letter  and  his  reply 
to  the  President,  "with  the  recommendation  that  it  be  transmitted  to  the  Department 
of  Justice  for  filing  there." 

November  19  Mr.  Roosevelt  wrote  to  Mr.  Root,  saying  that  "Judge  Gary  states  the 
facts  as  I  remember  them." 

November  20  Mr.  Root  wrote  to  Judge  Gary  as  follows: 

"  Dear  Mr.  Gary:  I  inclose  a  copy  of  the  letter  which  I  have  sent  to  the  President, 
inclosing  a  copy  of  your  letter  of  November  7  and  a  copy  of  the  President's  answer. 
You  now  have  a  complete  record  of  what  you  will  be  able  to  find  on  the  files  of  the 
Department  of  Justice  should  occasion  arise." 

y  Mr.  Roosevelt,  Mr.  Root,  Judge  Gary,  and  the  rest  have  stoutly  insisted  that  this 
meriper  was  imperative  "to  avert  widespread  financial  disaster."    The  record  of  tfae 

Sanic  does  not  sustain  them  at  any  pomt.  It  is  time  for  the  House  committee  to 
emand  specific  proof.  How  and  why  did  this  merger  which  gave  the  Steel  Trust  a 
monopoly  of  high-grade  ore  prevent  "a  financial  cataclysm"  which  had  already  been 
averted? 

Mr.  Young.  Is  the  United  States  Steel  Corporation,  to  your  knowl- 
edge, receiving  any  rebate,  direcUy  or  indirectly,  from  Amerioan 
roads  or  from  roads  in  the  United  States  ? 

Mr.  Gary.  I  answer  that  in  the*  negative  positively.  More  than 
that,  I  sent  out  letters  to  our  presidents  manv  years  ago,  and  sent  out 
letters  to  the  presidents  of  all  the  leading  railroads,  saying  that  under 
no  circumstances  would  any  of  our  people  be  allowed  to  receive  rebates 
of  any  kind  or  description.  I  have  no  objection  to  furnishing  the 
committee  with  a  copy  of  that  letter.  I  believe  it  was  written  in  1905, 
and  I  wrote  the  letter  because  some  one  told  me  that  some  local  official 
had  received  rebates,  and  while  I  did  not  believe  it  was  true,  yet  I 
wanted  to  make  it  positive;  and  I  wanted  our  people  to  know  that. 
I  sent  the  letters  to  the  presidents  of  all  the  ieadmg  railroads  and 
copies  to  our  presidents,  and  also  at  the  same  time  wrote  letters  to  our 
presidents  concerning  terminal  allowances,  so  called,  or  divisions,  so 
called.  I  tried  to  make  it  certain  that  our  people  observed  the  laws  in 
every  respect. 

(The  committee  thereupon  took  a  recess  until  2.30  o'clock  p.  m.) 


UNITED  STATES  STEEL  CORPORATION.  249 

AFTER  RECESS. 

At  the  oxpiration  of  the  recess  the  committee  resumed  its  session. 
STATEKEVT  OF  MB.  ELBEBT  H.  OAST— Besumed. 

Mr.  Bartlbtt.  Judge  Gary ,  there  is  a  question  or  two  that  I  should 
Uke  to  ask  you  upon  another  Une.  I  was  veiy  much  interested  in  the 
statement  you  made  with  reference  to  pubUcity  and  government  con- 
trol. You  went  so  far  as  to  say  you  wished  there  was  some  depart- 
ment of  the  General  Government  (I  apprehend  you  meant  that;  not 
46  separate  departments,  but  some  department  of  the  General  Fed- 
eral Government)  to  which  you  could  go  and  apply,  and  lay  before  it 
your  business  and  its  investments  and  its  methods  of  doing  businesSi 
and  all  that,  and  ask  it  to  direct  you  how  to  manage  your  business  so 
as  not  to  come  in  conflict  with  the  law,  and  what  prices  to  charge. 
Did  I  understand  you  to  say  that  ? 

Mr.  Gary.  Yes;  I  said  that. 

Mr.  Bartlett.  Did  you  really  mean  to  go  that  far  ? 

Mr.  Gary.  Well,  Judge,  let  me  tell  you  what  was  in  my  mind. 

Mr.  Bartlett.  I  should  like  to  know. 

Mr.  Gary.  At  the  present  time  people  representing  very  large 
interests,  desiring  to  comply  with  the  provisions  of  the  law,  and  hav- 
ing in  mind  the  public  interest,  the  public  welfare,  are  more  or  less 
uncertain  as  to  what  they  may  or  may  not  properlv  do. 

Mr.  Bartlett.  That  has  always  been  so  with  reference  to  people 
engaged  in  business;  there  has  been,  at  times,  uncertainty  as  to  the 
construction  of  the  law. 

Mr.  Gary.  I  think  it  is  very  much  more  so  now,  on  account  of  the 
Sherman  law,  so  called.  It  seems  to  me  it  is.  I  adverted  briefly  to 
the  fact 

Mr.  Bartlett.  But  that  has  been  in  force  some  21  years. 

Mr.  Gary.  It  has  been  in  existence  for  a  number  of  years. 

Mr.  Bartlett.  Well,  I  accept  the  correction,  of  course. 

Mr.  Gary.  Yes;  but  it  has  oeen  more^  vigorously  enforced  of  late, 
and  there  have  recently  been  constructions  put  upon  it,  and  there 
has  been  a  good  deal  of  discussion  about  it  during  the  last  few  years. 
It  is  this  feeling  of  uncertainty  that  has  very  much  distiurbed  busi- 
ness conditions,  has  interfered  with  business  prosperity,  I  think,  and 
has  made  it  more  or  less  troublesome;  at  least,  it  has  created  a  feeling 
of  anxiety. 

Mr.  Bartlett.  May  I  say  this — then  it  is  by  reason  of  being  in 
this  storm  of  uncertamty,  so  to  speak^  as  to  what  you  may  legally 
do.  that  you  seek  this  apparent  port  of  safety  ? 

Mr.  Gary.  Yes;  some  way  of  knowing  to  a  certainty  what  we  may 
properly  do  without,  as  I  say^  antagonizing  either  the  laws  or  the 
pulmc  mterests  or  public  sentmient.  As  to  just  how  prices  can  be 
controlled,  I  recognize  it  is  very  difflcidt  to  determine.  If  I  were  to 
be  more  practical  in  any  suggestion  I  made,  or  if  I  should  suggest  an 
alternative  for  an  absolute  fixing  of  prices  by  the  Government,  I 
would  suggest  thatpossibly  there  might  be  a  Federal  hcense  law. 

Mr.  Bartlett.  Tiiat  has  been  suggested  by  some  very  prominent 
men — those  who  at  present  are  proimnent,  and  those  who  nave  tried 
to  be  and  are  not. 

17042— No. 
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Mr.  Gary.  There  are  those  who  have  suggested  a  Federal  incor- 
poration law.    I  do  not  know  but  that  is  practical  and  desirable. 

Mr.  Bartlett.  If  I  remember  correctly,  Mr.  Roosevelt,  before  he 
went  out,  suggested  a  Federal  license. 

Mr.  Gary.  Not  that,  I  think.  He  had  another  provision  which  I 
did  not  oppose  which  provided  for  going  before  the  Department  of 
Commerce  and  Labor  and  filing  papers  for  incorporation,  or  asking 
consideration  of  a  proposal  to  enter  into  an  agreement  or  form  a 
combination. 

Mr.  Bartlett.  You  mean  an  innocent,  harmless  combination  ? 

Mr.  Gaby.  Well,  that  whole  question  would  come  up.  It  seems  to 
me  possible  that  if  there  was  a  Federal  license  law  which  enabled  a 
corporation  to  apply  to  the  Government  or  a  department  of  the  Gov- 
ernment for  a  Ucense  to  engage  in  interstate-commerce  business,  then 
there  could  be  considered  and  decided,  first,  all  questions  relating  to 
the  organization  of  the  corporation  itself,  as  to  whether  it  was  a  cor- 
poration proper  to  be  organized  and  to  be  in  existence  imder  the 
Sherman  law,  if  you  please,  or  otherwise;  and  if  it  should  be  deter- 
mined to  issue  a  license,  then  one  could  be  issued  which  might  be 
revocable  by  the  Government,  depending  upon  the  conduct  and 
management  of  the  corporation — even  relating  to  the  question  of 
prices,  as  to  whether  they  were  extortionate  or  not,  whether  there 
was  a  restraint  of  trade,  or  whether  in  any  respect  the  conduct  of  the 
corporation  was  inimical  to  the  best  interests^  of  the  people  generally. 

Mr.  Bartlett.  You  are  now  speaking  of  license,  not  of  incorpora- 
tion? 

Mr.  Gary.  No;  I  am  speaking  of  Ucense  now.  Then,  if  the  Gov- 
ernment should  determine  that  the  license  should  be  revoked,  the 
corporation  would  have  no  right  to  continue  in  interstate-commerce 
busmess;  but  in  both  cases  and  in  all  cases  I  would  certainly  allow 
or  wish  to  have  the  right  of  appeal. 

Mr.  Bartlett.  To  tne  courts  ? 

Mr.  Gary.  To  the  courts.  I  would  not  get  away  from  the  courts 
as  the  final  arbiter  on  these  questions.  I  beueve  that  is  all  important. 
I  believe  that  is  the  salvation  of  this  country. 

Mr.  Bartlett.  One  word  there.  You  are  a  lawyer.  Of  course, 
the  only  authority  that  Congress  would  have  to  exercise  such  power 
to  license  corporations  to  engage  in  interstate  commerce  would  oe  by 
exercising  the  power  granted  m  the  Constitution  to  regulate  inter- 
state commerce. 

Mr.  Gary.  That  is  true. 

Mr.  Bartlett.  And,  under  that  section  of  the  Constitution,  to 
license  corporations.  Whenever  Congress  undertakes  to  exercise  that 
power,  where  it  legitimately  has  it,  that  power  becomes  exclusive, 
Joes  it  not  ? 

Mr.  Gary.  I  presume  it  does.  There  may  be  involved  in  this. 
Judge  Bartlett,  the  question  of  State  rights  and  Governmental 
riglrts. 

Mr.  Bartlett.  Not  simply  of  State  rirfits. 

Mr.  Gary.  Of  course,  I  was  not  speaking  of  this  from  a  political 
standpoint  at  all. 

Mr.  Bartlett.  Of  course  not.  Wd  have  got  to  enact  legislation 
in  accordance  with  the  Constitution  as  long  as  we  live  under  it  or 
respect  it;  and  as  long  as  the  courts  compel  Congress,  whenever  Con- 
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gress  desires  not  to  respect  it,  to  respect  it,  we  have  got  to  carry  on 
the  Government  in  accordance  with  the  Constitution. 

Mr.  Gaby.  That  is  auite  true. 

Mr.  Bartlett.  If  tnat  power  exists  (not  granting  it  except  for 
the  purpose  of  the  question),  and  if  Congress  ever  did  exercise  the 
power  either  of  incorporation  of  interstate-commerce  corporations 
or  corporations  doing  an  interstate-commerce  business,  or  oflicensing 
them,  then,  having  exercised  the  dormant  power,  if  it  exists,  that 
power  at  once  becomes  exclusive  in  Congress  ? 

Mr.  Gary.  I  believe  that  is  true. 

Mr.  Babtlett.  Then  what  becomes  of  the  right  of  the  local  govern- 
ments, State  or  municipal^  or  subdivisions  of  States,  to  in  any  way 
regulate  the  business,  tax  it,  or  things  of  that  sort  ? 

Mr.  Gaby.  Of  course,  the  same  reasoning  applies  to  railroads 
engaged  in  interstate  commerce,  does  it  not  f 

Mr.  Babtlett.  No;  pardon, me.  The  right  of  Congress  has  not 
yet  been  extended  to  railroads,  except  to  fix  the  chaises  and  to 
r^ulate  the  means  of  transportation  as  to  safety  appliances,  and 
things  of  that  sort;  and  the  States  still  reserve,  ana  the  Supreme 
Court  has  ruled  that  they  have,  the  right  to  tax  and  the  right  to 
exercise  pohce  regulation  as  to  the  conduct  of  the  business  within 
their  borders. 

Mr.  Gaby.  Judge  Bartlett,  I  can  only  say  that  I  have  no  disposi- 
tion to  suggest  the  consideration  of  any  constitutional  or  pohtical 
question. 

Mr.  Babtlett.  This  is  not  a  political  question,  is  it  ? 

Mr.  Gaby.  It  has  been  so  considered  m  the  past — ^more  or  less  of 
a  question  between  Government  and  State.  But  I  sajr  I  am  not 
attempting  to  enter  the  domain  of  that  discussion  or  consideration. 

The  Chaibman.  It  was  worked  out  about  50  years  ago. 

Mr.  Gaby.  It  seems  to  me  that  so  far  as  the  Government  has  suc- 
ceeded in  regulating  and  controlling  the  conduct  of  railroads  or  other 
corporations  engaged  in  interstate  commerce,  up  to  date,  it  has  been 
a  success.  There  nas  been  adequate  or  at  least  reasonably  adequate 
protection  to  the  Government,  representing  the  people  at  large,  and  to 
the  individual  or  the  corporation.  All  I  care  for.  Judge,  is  to  get  out 
of  this  position  of  uncertainty,  so  that  the  business  of  this  country 
may  progress.  It  is  delayed,  it  is  hindered,  at  the  present  time.  I 
beheve  that  goes  without  saying,  to  some  extent ;  and  at  the  same 
time  I  think  all  of  us  ourfit  to  be  in  favor  of  laws  which  will  prevent 
injustice  on  the  part  of  the  Government  and  on  the  part  of  tne  gov- 
erned, and  which  will  protect  the  interests  of  both.  1  beUeve  that  is 
good  io^c  and  good  morals,  and  that  is  all  I  have  attempted  to  sug- 
gest. 1  ou  gentlemen  having  the  greater  responsibility,  of  course,  I 
know  will  find  it  difficult  to  determine  upon  a  law  wmch  you  think 
may  prove  a  satisfactory  solution  of  the  problems  with  which  we  are 
confronted.    That  is  as  far  as  I  have  gone. 

Mr.  Babtlett.  But  you  have  not  called  attention  to  the  distinction 
between  the  Government  fixing  the  prices  or  creating  a  commission 
to  regulate  the  prices  of  transportation  over  carrying  railroads,  inter- 
state carriers,  and  corporations  engaged  in  manufacturing  or  business 
interstate  in  its  character.  There  is  this  difference  between  tbem — 
that  the  railroads  get  their  right  to  charge  anything  at  all  from 
charters  granted  by  the  various  States ;  and  in  the  granting  of  those 
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charters  and  in  the  building  of  the  roads  thejr  are  granted  a  part  of  the 
sovereignty  of  the  State,  tne  right  to  exercise  the  power  of  eminent 
domain,  by  reason  of  tne  fact  that  the  Government  undertakes  to 
control  or  regulate  the  prices  of  the  carriers;  because  when  they  do 
that  they  become  quasi  pubUc  highwa}^s. 

Mr.  Gaby.  I  know  there  is  a  distinction. 

Mr.  Bastlbtt.  And  that  is  the  great  distinction  between  them — as 
to  the  fixing  of  prices,  I  mean. 

Mr.  Gary,  les;  there  is  a  distinction  between  a  quasi  public 
institution  Hke  a  railroad  and  a  private  corporation,  strictly  speaking. 
But  I  am  not  at  all  certain  in  my  mind  that  when  it  comes  to  inter- 
state commerce  the  Government  has  not  the  right  to  reach  out  and 
control  it.  If  not,  it  seems  to  me  it  certainly  would  in  case  of  even 
a  Ucense,  and  much  more  so  in  case  of  Federal  incorporation.  That 
is,  when  the  corporation  once  submits  in  that  way  to  the  jxuisdic- 
tion  of  the  Government,  I  believe  the  Government  would  have  the 
right  to  control  it.  That  is  all  you  need,  if  you  can  get  enforced 
pubUcitv  and  governmental  control. 

Mr.  Bartlett.  Do  you  mean  governmental  control  or  govern- 
mental regulation  i 

Mr.  Gary.  I  use  the  word  ''control"  preferably,  and  I  would  dis- 
tinguish that  from  Government  management.  1  do  not  believe 
Government  management  of  the  ordinary  business  of  a  corporation 
is  practical. 

Mr.  Bartlett.  It  has  been  demonstrated  to  be  a  failure  in  Aus- 
tralia and  in  New  Zealand  in  the  last  few  years,  has  it  not  1 

Mr.  Gary.  I  think  it  has  been  demonstrated;  yes.  What  we  all 
need  is  something  that  is  practical,  something  that  is  legal,  something 
that  affords  protection  to  all  interests,  and  that  I  am  in  favor  o^ 
because  I  think  it  is  right  and  because  we  need  it — because  it  is  gooa 
poucy. 

Mr.  Bartlett.  One  more  question  and  I  will  q^uit.  Do  you  not 
beUeve  that  this  power,  if  the  Government  exercises  or  intends  to 
or  has  attempted  to  exercise  it  and  does  exercise  it,  to  control  and 
regulate  the  corporations  in  doing  interstate  business  is  nothing 
more  than  an  assertion  of  the  old  conamon-law  doctrine  that  you 
must  so  use  your  own  property  as  not  to  injure  others  or  the  public  ? 
That  is  about  all  there  is  m  it,  is  it  not  ? 

Mr.  Gary.  Perhaps  it  is.    That  is  good  doctrine. 

Mr.  Bartlett.  It  does  not  take  a  Government  bureau  or  a  Gov- 
ernment agency  here  to  enforce  that  ancient  and  well-accepted 
doctrine  of  law  which  we  have  inherited  from  our  forefathers  across 
the  water. 

Mr.  Gary.  I  am  afraid,  in  view  of  the  existing  laws,  that  it  does 
require  something  to  put  the  manager  of  large  interests  in  a  position 
where  he  is  not  groping  in  uncertainty.  Judge  Bartlett,  constructive 
legislation  in  this  country  is  needed  ir  we  are  to  retain  our  position  in 
the  ranks  of  competing  nations  who  are  trdng  to  make  progress,  and 
who  are  makmg  progress.    I  firmly  believe  that. 

Mr.  Bartlett.  If  you  gentlemen  who  engage'in  these  large  business 
enterprises  add  the  weight  of  your  influence  or  suggestions  to  Gov- 
ernment control,  Government  regulation,  or  Government  license, 
which  must  eventually  lead  to  Government  management  or  owner- 
ship, we  are  not  very  far,  if  that  be  accomplished,  from  leaving  our 
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present  form  of  government  and  getting  very  close  to  the  domain  of 
socialism,  are  we  ?  ^ 

Mr.  Gabt.  I  can  not  ouite  agree  with  that.  It  does  not  seem  to 
me  so,  Judge  Bartlett.  1  should  be  sorry  is  that  were  true — ^if  that 
is  the  logical  sequence. 

Mr.  Baktlett.  That  idea  has  been  very  largely  advanced,  if  the 
returns  of  the  elections  of  the  last  eight  years  are  any  indication  of  it; 
and  I  think  it  would  be  verv  unfortunate  if  gentlemen  of  the  intelli- 
gence and  standing  and  wealth  that  you  represent  join  your  influence 
toward  the  attainment  of  that  end — unfortunate  for  our  form  of 
government,  and,  I  think,  eventually  for  our  people. 

Mr.  Gaby.  From  our  standpoint,  our  disposition  is  to  submit  to 
the  decisions  of  those  who  are  in  authority  and  who  are  wiser  than 
we  are.  But  you  take  the  case  which  I  presented  here  under  the 
Sherman  law — monopolv  on  one  side  and  restraint  of  trade  on  the 
other:  I  should  like  to  know  from  Judge  Bartlett  what  position  we 
could  possibly  take  except  the  one  which  we  have  taken,  of  avoiding 
the  semblance  of  making  any  agreement,  and  yet  at  the  same  time 
trying  to  prevent  utter  demorauzation  and  destructive  competition 
such  as  used  to  prevail. 

Mr.  Babtlett.  The  law  is  said  to  be  the  perfection  of  human 
reason;  and  I  think  probably  the  courts  recently  have  demonstrated 
that  in  disposing  of  every  matter  you  must  apply  the  doctrine  that 
the  law  is  the  perfection  of  reason,  and  every  case  must  stand  or  fall 
upon  its  own  facts. 

Mr.  Gaby.  If  that  were  true,  you  would  not,  perhaps,  be  amend- 
ing the  laws  all  the  time. 

Mr.  Babtlett.  I  am  speaking  about  the  particular  law  you  have 
reference  to  now.     That  is  all  I  wish  to  ask. 

Mr.  Beall.  As  I  understand  you.  Judge,  your  idea  is  that  the  old 
era  of  competition  has  about  ended  ? 

Mr.  Gaby.  I  think  the  old  era  of  destructive  competition  ought 
to  be  ended. 

Mr.  Beall.  And  in  order  to  avoid  the  dangers  of  combinations  or 
unlawful  restraints  of  trade,  you  believe  that  tnere  should  be  designed 
some  governmental  agency  whose  partial  function  should  be  the 
fixing  of  prices  ? 

Mr.  Babtleti.  Subject  to  review. 

Mr.  Beall.  Subject  to  review  by  the  courts  ? 

Mr.  Gaby.  Yes;  in  some  way  I  think  that  ought  to  be  brought 
about. 

Mr.  Beall.  Of  course  if  such  an  agency  as  that  should  be  estab- 
lished, fixing  the  price,  you  would  expect  it  to  fix  such  a  price  as 
would  affora  reasonable,  fair  compensation  to  those  who  have  in- 
vested money  in  these  organizations  ? 

Mr.  Gaby.  Fair  and  reasonable  returns. 

Mr.  Beall.  Yes.  Would  not  that  involve  some  supervisiotv  by 
the  Government  of  the  organization  of  these  concerns  t 

Mt.  Gaby.  Quite  likely  it  would. 

Mr.  Beall.  And  some  regard  for  their  capitalization,  and  whether 
1  r  not  they  were  overcapitidized  ? 

Mr.  Gaby.  It  would,  or  else  the  returns  to  be  allowed  should  be  on 
thb  real  values  of  the  properties  rather  than  upon  the  capitalization. 

Mr.  Beall.  I  feel  sure  that  you  have  already  stated  it;  but  what 
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was  the  amount  of  the  original  capitalization  of  the  United  States 
Steel  Corporation? 

Mr.  Gary.  The  capital  stock  issued  was  in  the  neighborhood  of 
$1,000,000,000— something  over  $1,000,000,000.  You  mean  at  the 
time  of  the  organization? 

Mr.  Beaix.   I  es. 

Mr.  Gaby.  Yes. 

Mr.  Beall.  Has  that  been  increased  since  ? 

Mr.  Gaby.  It  has  been  decreased.  The  capital  stock  hiis  been 
decreased.     I  think  it  was  about  eleven  hundred  millions. 

Mr.  Beall.  Eleven  hundred  miUion  dollars  ? 

Mr.  Gaby.  I  can  give  you  the  exact  figures. 

Mr.  Beall.  Some  represented  by  common  stock  ? 

Mr.  Gaby.  Yes. 

Mr.  Beall.  Some  by  preferred  stock  ? 

Mr.  Gaby.  Yes;  it  was  about  half  and  half. 

Mr.  Beall.  What  Quantity  of  bonds  ? 

The  Chaibman.  Juage  Gary,  I  think  I  have  it  here  in  very  concise 
form.    See  if  this  is  correct  ? 

In  the  original  exchange  of  securities  the  new  corporation  issued 
$1,297,184,170  of  stocks  and  bonds,  in  excliange  for  a  total  of 
$894,968,800  shares  of  stocks  and  bonds  of  the  constituent  companies. 
Thus  Uie  new  capitalization  exceeded  the  old  by  $402,195,370— an 
increase  of  45  per  cent  on  the  capitaUzation  of  the  constituent  com- 

Janies.  I  quote  from  Moody's  The  Truth  about  the  Trusts,  page  165. 
a  that  connection  I  should  like  to  ask  you  if  this  is  correct — that  the 
Morgan  syndicate  that  promoted  this  consolidation  and  was  in  chaise 
of  it  received  $137,000,000  of  the  stock  of  this  company;  that  they 
put  $25,000,000  into  the  concern;  and  that  Morgan,  etc.  (whoever 
that  ^'etc."  is  or  was  or  will  be),  received  the  difference  between  the 
par  value  of  $137,000,000  of  stock  and  $25,000,000  of  money  for  tlie 
deed? 

Mr.  Gaby.  I  can  not  verify  your  figures  from  recollection,  Mr. 
Chairman.    I  can  give  you  the  amount  of  capital  stock  issued. 

The  Chaibman.  Moody's  The  Truth  about  the  Trusts,  and  Bridges' 
Inside  History  of  the  United  States  Steel  Corporation"  are  my 
authorities  for  these  figures.  But  I  was  asking  you  if  thev  were  not 
correct.  If  they  are  not  I  should  Uke  to  have  them  challenged,  be- 
cause  I  am  moraUv  certain  that  they  are  correct. 

Mr.  YouNO.  I  should  think  it  would  be  well  to  call  those  gentlemen 
before  us,  Mr.  Chairman,  and  examine  them. 

The  Chaibman.  I  know  they  are  right,  because  I  have  examined 
them  for  years  and  cross-examined  them. 

Mr.  LiNDABUBY.  The  writers  of  those  books  i 

The  Chaibman.  I  have  taken  half  a  dozen  different  writers;  and 
where  I  found  them  all  coming  to  one  point,  moving  from  different 
directions,  I  went  on  the  logic  of  coon  tracks,  where  they  all  meet  at 
the  same  tree. 

Mr.  Gaby.  Mr.  Chairman,  at  the  end  of  December,  1901,  the 
amount  of  common  stock  outstanding  was  $508,225,893.70.  The 
amount  of  preferred  stock  outstanding  was  $510,204,243.40.  The 
amount  of  bonds  issued  by  the  United  States  Steel  Corporation  was 
$303,450,000.    There  were  about  $60,000,000  additional  bonds  which 
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had  been  issued  by  subsidiary  companies.  Afterwards  a  part  of  the 
preferred  stock  was  retired  and  United  States  Steel  seconds/' 
so-called,  issued  in  the  place  of  that  stock;  so  that  the  figures  at  the 
present  time  are  a  little  different. 

The  CHATB.MAN.  Judge,  when  you  get  through,  please  tell  me  if  my 
figures  are  connect  according  to  your  estimate.^ 

Mr.  Gary.  I  think  your  stock  is  $200,000,000  or  more  too  high, 

Mr.  Babtlbtt.  That  is  a  small  amount. 

The  Chairman.  Let  me  see  about  the  figures.  I  have  misplaced 
my  card.  I  make  it  $137,000,000  of  stock  to  the  syndicate.  Is  that 
right? 

Mr.  Gaby..  No.  I  have  not  got  those  figures,  but  I  believe  they 
were  very  much  less  than  that. 

The  Chairman.  Now,  then ' 

Mr.  LiNDABXJRY.  Would  you  not  like  to  get  the  rest  of  his  answerl 
The  first  part  of  your  question  is  yet  unanswered. 

The  Chairman.  Yes;  I  beg  your  pardon. 

Mr.  Gaby.  On  December  31, 1910,  the  total  amount  of  outstanding 
stock  was  $508,302,500  common;  preferred,  $360,281,100;  or  a  total  of 
$868,583,000.  The  outstanding  bonds  of  the  Umted  States  Steel 
Corporation  were  $465,189,500,  and  of  subsidiary  companies  about 
$131,130,000;  the  exact  amount  being  given  in  the  balance  sheet  of 
the  last  report,  on  page  32.  - 

Mr.  Babtlbtt.  That  last  figure  was  the  bonds  of  the  subsidiary 
companies,  $131 ,000,000 1 

Mr.  Gaby.  About  that.  The  total  amount  of  the  bonds  of  the 
United  States  Steel  Corporation  and  subsidiaries  was  $596,351,866.70. 

Mr.  Bbaix.  According  to  your  recollection,  what  did  thepromoters 
of  this  syndicate  receive  in  the  organization  of  the  Steel  Irust  ? 

Mr.  Gaby.  I  can  not  tell  you  from  recollection.    I  do  not  remember. 

Mr.  Beall.  Can  you  approximate  it  ? 

^ir.  Gaby.  I  can  not  approximate  it.  I  have  no  figures  whatever 
in  my  mind  about  it. 

Mr.  Beall.  I  understand,  then,  that  at  the  time  this  corporation 
was  organized 

Mr.  Gaby.  I  believe  those  figures  were  all  made  public.  I  am  very 
certain  they  were. 

The  Chairman.  They  have  been  published,  and  I  quote  from  the 
published  statements  current  at  the  time.  It  was  $137,000,000  of 
stock.    It  was  quoted  by  Mr.  Moodv. 

Mr.  Gaby.  I  think  that  is  too  hign,  Mr.  Chairman. 

The  Chaibman.  I  think  I  have  the  figures  here.  Judge.  I  will  ask 
you  about  my  authority,  if  I  am  not  correct.  John  Moody  gives  that 
statement,    is  he  an  authority  ? 

Mr.  Gaby.  I  do  not  believe  he  is  considered  absolutely  an  authorit}% 

The  Chaibman.  How  about  Mr.  Bridges  ? 

Mr.  Gaby.  Mr.  Bridges's  book  is  simply  a  story. 

The  Chaibman.  A  romance  ? 

Mr.  Gaby.  I  do  not  mean  to  say  that  it  is  a  misrepresentation,  but 
it  was  not  published  as  an  accurate  statistical  authority. 

The  Chaibman.  No ;  but  he  was  in  the  employ  of  Mr.  Carnegie,  and 
was  a  steel  man,  was  he  not,  and  had  access  to  their  books  and 
records? 
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Mr.  Gary.  I  can  not  answer  that.  I  only  know  from  hearsay  that 
he  was.  I  do  not  wish  to  throw  any  discredit  upon  him,  but  hia 
book  did  not  purport  to  be  a  statistical  authority. 

The  Chairman.  I  will  ask  you  this,  Judge.  (Excuse  me  for  inter- 
rupting you,  Mr.  Beall,  but  I  want  to  verihr  these  figures.)  I  will 
give  my  figures  in  detail,  so  that  you  may  have  a  chance  to  verify 
them.    The  American  Steel  &  Wire  Co.  was  taken  in 


Mr.  LiNDABURY.  Mr.  Chairman,  may  I  be  allowed  to  object 

The  Chairman.  Why,  certainly. 

Mr.  Lindabury  (continuing).  To  a  question  that  simply  results  in 
putting  some  uncorroborated  and  unproven  story  in  the  record  ? 

The  Chairman.  No,  sir.  This  statement  that  I  am  reading  now, 
Mr.  Lindabury,  has  been  published  in  the  record  for  years.  I  went 
before  the  Judiciary  Committee  with  these  figures.  I  went  before 
the  Rules  Committee  with  these  figures.  They  were  published  in  the 
public  prints.  I  made  every  examination  of  the  Iron  Age  and  of 
every  other  contemporaneous  publication  that  I  could  get,  and  then 
I  compared  the  figures  between  them,  and  I  think  they  correspond. 
If  we  can  just  go  over  them  in  detail,  I  am  sure  you  will  find  that  you 
have  got  the  figures  right  now  in  your  bag  there.  Let  us  see  if  you 
have  not. 

Mr.  Lindabury.  Have  they  any  authority  except  what  the  chair- 
B\an  has  given  them  ? 

The  Chairman.  Yes,  sir;  I  think  they  have,  and  that  is  what  I 
say — if  I  am  wrong,  I  want  to  know  it,  and  I  think  you  all  do.  These 
are  matters  of  suoi  vital  interest  and  such  common  knowledge  that 
I  am  sure  you  would  not  appear  at  this  hearing  without  these  figures. 
Now,  let  us  see.  I  may  be  wrong,  and  if  I  am  the  world  oumt  to 
know  it,  because  I  have  no  pride  of  opinion — ^none  in  the  world. 

The  American  Wire  &  Steel  Co.  went  in  at  $90,000,000,  did  it  not! 

Mr.  Gary.  Mr.  Chairman,  I  think  I  can  give  you  some  information 
right  now. 

The  Chairman.  All  right,  sir. 

Mr.  Gary.  In  our  annual  report  submitted  February  7^  1902,  for 
1901,  on  page  12,  the  third  from  the  last  paragraph,  you  will  find  it  is 
stated  that  the  syndicate  got  649,987  shares  of  preferred  stock  and 
640,988  shares  of  common  stock. 

Tne  Chairman.  I  made  a  mistake  right  there,  in  the  hurry  of  read- 
ing.    I  see  that  I  read  dollars  for  shares— $137,000,000? 

Mr.  Gary.  No. 

The  Chairman.  You  can  calculate  the  difference  between  the  value 
of  the  shares  and  dollars. 

Mr.  Gary.  The  par  value  was  one  hundred  and  twenty-nine  odd 
million  dollars — not  so  much  smaller  as  I  supposed. 

The  Chairman.  $129,000,000?  I  will  accept  your  figures  instead 
of  mine,  because  there  is  so  little  difference  between  them  that  it  is 
not  material. 

Mr.  Gary.  I  have  forgotten  the  figures,  but  that  appears  in  our 
report. 

The  Chairman.  Now,  let  us  see  about  the  other  figures  and  see 
whether  I  am  correct.  The  American  Steel  &  VfrcB  Co.  went  into  the 
concern,  according  to  my  figures,  at  $90,000,000.  That  is,  they  were 
capitalized  at  $90,000,000— so  Mr.  Gates  states,  and  so  you  have 
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stated,  I  believe,  $40,000,000  common  stock  and  $50,000,000  pr^ 
ferred,  or  vice  versa.    Is  not  that  correct  ? 

Mr.  Gabt.  I  think  so; 

The  Chairman.  It  went  into  the  United  States  Steel  Corporation  at 
$98,000,000.    Is  that  correct  ? 

Mr.  Gaby.  Quite  likely. 

The  Chaikman.  All  right.  The  National  Tube  Co.  was  capitalized 
at  $80,000,000.    Is  that  correct  ? 

Mr.  Gaby.  Yes. 

The  Chaibman.  It  went  into  this  concern  at  $103,000,000.  Is  that 
correct? 

Mr.  Gaby.  Yes. 

The  Chaibman.  The  American  Bridge  Co.  was  capitalized  at 
«61 ,000,000? 

Mr.  Gaby.  Yes. 

The  Chaibman.  It  went  in  at  $65,000,000.    Is  that  correct? 

Mr.  Gaby.  Yes. 

The  Chaibman.  The  National  Steel  Co.  at  $57,000,000  ? 

Mr.  Gaby.  $59,000,000. 

The  Chaibman.  The  National  Steel  Co.  ? 

Mr.  Gaby.  Yes. 

The  Chaibican.  I  have  it  $57,000,000. 

Mr.  Gaby.  Fifty-nine. 

The  Chaibman.  According  to  this  its  original  capital  stock  was 
$67,000,000. 

Mr.  Gaby.  $27,000,000  of  preferred  stock  and  $32,000,000  of  com- 
mon stock. 

The  Chaibman.  That  is  $59,000,000 ;  my  fi£;ures  were  $57,000,000 ; 
but  that  ia  not  material.  It  went  into  the  United  States  Steel  Cor- 
poration at  $73,000^000.    Is  that  correct  ? 

Mr.  Gaby.  Tnat  is  right. 

The  Chaibman.  The  American  Steel  Hoop  Co.  was  capitalized  at 
S33,00GL000? 

Mr.  Gaby.  That  is  right. 

The  Chaibman.  It  went  in  at  the  same  figure  ? 

Mr.  Gaby.  Yes. 

The  Chaibman.  The  National  Tin  Plate  Co.  at  $46,000,000  ? 

Mr.  Gaby.  The  American  Tin  Plate  Co. — ^yes. 

The  Chaibman.  It  was  capitalized  at  $46,000,000  and  it  went  in 
at  $62,000,000  ? 

Mr.  Gaby.  Yes. 

The  Chaibman.  The  American  Sho?t  Steel  Co.  was  capitalized  at 
$49,000,000  and  was  taken  in  at  the  same  figure  ? 

Mr.  Gaby.  Yes. 

The  Chaibman.  Then  your  figures  and  mine  are  alike,  with  the 
exception  of  $2,000,000.     Of  course,  that  is  a  mere  matter  of  addition. 

Mr.  Babtlbtt.  You  are  $2,000,000  -hort. 

The  Chaibman.  For  fear  that  there  uas  been  some  error  in  this 
addition.  Judge  Gary,  in  absolute  justice  to  you,  I  will  ask  your  Ismd 

r^rmission  to  insert  this  little  memorandum  in  the  hearing,  to  which 
have  referred,  so  that  you  may  have  ample  opportunity  to  further 
Teiify  my  figures,  because  I  have  a  little  pride  in  their  approximate 
accuracy. 
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(The  memorandum  referred  to  is  as  follows :) 

The  nine  companieSf  189t, 


Names. 

Description  of  assets. 

Value. 

GApitalita- 
tkm. 

United  Statu 
Steel  Corpo- 
ntionpaid^ 

American  Steel  6l  Wire 

Nntlonal  Tube 

About  45  pianU  and  I10,000/)00 
cash. 

25  plants  and  65,500,000  cash 

80  plants  and  13,500,000  oaah 

10  plants  and  64,000,000  cash 

15  plants  and  61.500,000  cash 

35  plants  and  62,500,000  cash 

27  plants  and  64,000,000  cash 

632,000,000 

30,000,000 
16.500, 000 
21,000,000 
0,500,000 
12,500,000 
13,000,000 

690,000,000 

80,000,000 
61,000,000 
57,000,000 
33,000,000 
46,000,000 
40,000,000 

6BB,60O,O0D 

103.000.0QO 

Americaii  Bridie 

66,000,000 

National  Steel 

73,000,000 

American  Steel  Hoop 

American  Tin  Plate 

American  Sheet  Steel 

68,000.000 

62,000,000 
40^600.000 

244,500,000 

836,000,000 

1,113,000,000 

Plants  include  mateiials,  bille  receivable. 

Cash  means  working  capital  supplied  each  company  at  oiganisation.  Difference 
between  11,113,000,000  and  $1,250,000,000  outstanding  at  omnifiation  was  absorbed 
by  promotmg  syndicate,  who  fumitiied  $25,000,000  wor£ng  capital  to  United 
States  Steel  Corporation;  |l,25O,0OO,0OO-|l,113,OOO,0Q0^|137,mO0O»  stock  profit  (rf 
syndicate. 

Mr.  LiNDABURT.  May  I  see  Bridges'  account  of  the  Steel  Cor- 
poration t 

The  Chaibman.  Yes,  sir  [handing  book  to  Mr.  lindabury].  I  am 
quoting  from  memory  here. 

Mr.  LiNDABUBT.  But  this  is  entitled  ''The  Inside  History  of  the 
Carnegie  Steel  Company." 

The  Chaibman.  Yes,  sir:  but  it  goes  inside  of  both  of  them. 
Judge,  before  it  gets  througn. 

Mr.  Lindabury.  Then  it  is  broadi^  than  the  title;  that  makes  it 
unconstitutional. 

Mr.  Bartlett.  In  some  States  but  not 

Mr.  Gaby.  Not  before  this  committee. 

The  Chaibman.  All  right.    I  beg  your  pardon,  Mr.  Beall. 

Mr.  Beall.  Then  I  understand,  Judge  Gary,  that  the  common 
and  preferred  stock  and  the  bonds  amounted  to  something  Approach- 
ing $1,400,000,000? 

Mr.  Gaby.  Yes. 

Mr.  Beall.  What  was  the  total  capitalization  of  these  constituent 
companies  that  went  into  the  United  States  Steel  Corporation  % 

Mr.  Gaby.  That  I  can  not  answer    except  as  to  tJioae  I  have 

i'ust  given — that  is,  I  can  not  from  recollection.    The  Federal  Steel 
'o.  had  an  outstanding  capital  of  about  $90,000,000  to  $95,000,000, 
.  I  remember;  and  the  Carne^ Co.,  I  think,  had  $160,000,000  of  stock 
and  $160,000,000  of  bonds,  or  a  total  of  $320,000,000. 

Mr.  Beall.  And  for  what  did  that  company  go  into  the  Steel 
Corporation  ? 

]\lr.  Gaby.  I  gave  that  the  other  day.    I  had  the  figures  the  other 
day.  and  I  gave  them. 
Mr.  Beall.  I  should  be  much  obliged  if  you  would  repeat  them. 
Mr.  Gaby.  There  was  issued  for  the  Carnegie  properties  altogether 
$303,450,000  of  bonds,  $98,277,120  of  preferred  stock,  and  $90,279,040 
of  common  stock. 
Mr.  Beall.  Sometliing  approximating  $490,000,000 1  Is  that  right  t 
Mr.  Gary.  Yes. 
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Mr.  Beall.  About  $490,000,000.  Could  you  tell  whether  the 
total  sum  given  in  the  statement  made  just  a  few  minutes  ago  b^ 
Mr.  Stanley,  of  about  $900,000,000,  representing  the  total  capitali- 
zation of  tnese  constituent  companies,  eight  hundred  and  some  odd 
million  dollars,  is  right ) 

Mr.  Gaby.  I  think  so;  about  $900,000,000. 

Mr.  Beaxx.  4udge,  the  opinion  has  been  quite  current  throughout 
the  country,  if  you  can  rely  upon  what  you  hear  and  what  you  see 
in  the  papers,  that  there  was  a  very  gross  overcapitalization  of  the 
United  States  Steel  Corporation.  I  should  like  to  nave  your  opinion 
about  that,  and  any  comments  you  would  like  to  make. 

Mr.  Gabt.  As  I  have  said,  I  think  from  the  standpoint  of  what  the 
properties  originally  cost,  or  from  the  standpoint  of  what  they  would 
nave  cost  separately  at  the  time  of  the  organization  of  the  United 
States  Steel  Corporation,  provided  all  of  the  properties,  including 
raw  materials,  could  have  been  purchased  at  any  price,  there  was  an 
overcapitalization,  in  my  opinion.  But  from  the  standpoint  of  what 
those  projierties  were  then  worth,  at  that  time,  put  together  and  as 
a  live,  active,  going  business,  I  do  not  think  they  were  overcapital- 
ized. Since  that  time,  as  you  know,  we  have,  however,  put  into  the 
property  in  cash,  besides  keeping  up  the  properties,  $400,000,000  or 
more.  Not  only  that,  but  the  mtrinsic  v^ue  of  the  raw  materials 
has  very  matenally  increased.  I  say  '* intrinsic  value''  because  the 
ore  properties  such  as  we  have  got  are  not  purchasable  anywhere; 
and  I  believe  that  if  you  could  take  the  ore  properties  which  the 
United  States  Steel  Corporation  controls  at  tne  present  time  and 
put  them  down  in  the  center  of  Germany,  for  instance,  where  they 
could  be  utilized,  it  would  be  very  easy  to  sell  them  for  more  than 
the  total  capitalization  of  the  United  States  Steel  Corporation. 

Mr.  Beaix.  At  the  time  the  United  States  Steel  Corporation  was 
formed,  what,  in  your  opinion,  was  the  actual  worth  of  these  various 
companies  that  went  to  form  the  United  States  Steel  Corporation — 
in  actual  dollars  1 

Mr.  Gabt.  You  see  it  depends  upon  how  you  use  the  term '  Vorth.*' 
I  believe  they  were  actually  worth,  put  together,  in  operation,  at 
least  the  amount  of  the  capital  stock;  and  I  think  we  have  demon- 
strated that  since. 

Mr.  Beall.  You  found  them  separate  and  apart  ? 

Mr.  Gaby.  Yes. 

Mr.  Beaix.  You  contracted  tor  their  absorption  or  for  their  con- 
solidation one  by  one.  What  do  you  think  they  could  have  been 
bought  for,  in  actual  cash,  at  that  time?  What  would  have  been 
Uieir  reasonable  market  value  at  the  time  of  the  formation  of  the 
United  States  Steel  Corporation  ? 

Mr.  Gaby.  It  is  pretty  certain  they  could  not  have  been  bought 
for  less  than  they  were  bought  for;  and  therefore  there  is  no  way  of 
measuring  that,  except  to  say  that  they  could  have  been  bought  for 
the  amount  of  stock  of  the  United  States  Steel  Cc^rporation  which 
was  issued  for  them;  and  that  stock  was  worth,  in  dollars  and  cents, 
what  it  could  be  sold  for  at  that  time. 

Mr.  Beall.  Immediately  after  the  organization  of  the  United 
States  Steel  Corporation,  what  was  that  stock  worth?  ^^Tiat  was 
the  common  stock  worth  ? 

Mr.  Gaby.  I  tlunk  the  common  stock  sold  for  about  60  to  65. 
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Mr.  Beall.  How  low  has  it  sold  since  that  time  t 

Mr*  Gaby  (continuing) .  And  the  preferred  stock  at  par  or  better. 
Since  that  time,  during  two  different  depressions,  the  common  stock 
has  sold  as  low  as  about  10, 1  think  it  was,  in  1904,  or  slightly  under  10. 

Mr.  Beall.  What  did  that  indicate  ? 

Mr.  Oabt.  That  indicated  that  all  or  nearly  all  stocks  were  selling 
at  very  much  below  their  real  value.  That  is  what  it  meant.  That 
was  true  of  other  old  stocks,  first  class,  the  best  in  the  country.  The 
same  was  true  in  several  short  depressions;  and  it  was  particularly 
true  in  1907,  during  what  I  have  called  the  cyclonic  panic.  Union 
Pacific,  for  instance,  selling  now  at  180  or  190  or  whatever  it  may  be. 
went  down  to  about  par.  Chicago  &  Northwestern,  which  had  sola 
as  high  as  276,  went  down  to  nearly  par;  and  other  things  like  that 
occurred. 

Mr.  Beall.  If  it  had  been  believed  that  behind  each  dollar's  worth 
of  this  conmion  stock  there  was  an  actual  dollar  in  value,  would  not 
the  value  of  that  stock  have  approximated  100  cents? 

Mr.  Gabt.  The  intrinsic  value  does  not  determine  the  sellmg  value, 
particularly  in  New  York,  I  am  sorry  to  sav.  It  does  in  the  long  run. 
But  there  are  times  when  the  people  dea£ng  in  the  market  on  Wall 
Street  pav  little  attention  to  the  real  or  intrinsic  value  of  securities. 
I  do  not  know  very  much  about  WaU  Street,  and  I  do  not  care  very 
much  about  WeJl^  Street,  but  I  know  enough  about  it^  or  I  have 
sufiicient  ioformation  about  it,  to  know  that  the  selling  pnce  of  securi- 
ties on  WaU  Street  is  at  times  largely  the  result  or  manipulation. 
That  is  a  sad  conmientary,  but  it  is  true. 

For  instance,  the  common  stock  of  the  Steel  Corporation  during 
the  panic  of  1907  sold  as  low  at  21, 1  think — 21  or  22.  Within  a  year 
or  so  (not  to  be  strictly  accurate  in  point  of  time)  it  sold  as  high  as 
about  95.  The  actual  value  had  not  so  materially  changed.  The 
common  stock  sold  at  21  in  1907,  notwithstanding  there  nad  been 

Sut  into  that  stock  in  cash  40  or  45  points.  You  see.  in  times  of 
epression  or  in  times  of  great  speculative  interest,  stocks  are  forced 
down  or  forced  up  beyond  all  reason,  and  very  much  regardless  of 
the  intrinsic  values.  So  that,  of  course,  you  can  not  tell  what  the 
real  value  is  by  the  selling  price.  You  can,  from  the  legal  standpoint, 
determine  their  value,  because  that  is  fixed  as  the  market  value — 
what  you  can  get  for  them. 

Mr.  Beall.  Then,  using  that  as  a  basis,  there  has  been  no  time 
since  the  organization  of  the  United  States  Steel  Corporation  that 
there  could  have  been  realized  on  the  common  stock  anytning  approxi- 
mating the  amount  of  the  stock? 

Mr.  Gary.  That  i&  not  quite  true,  because  the  common  stock  sold 
at  95,  and  the  preferred  at  that  time  sold  for  about  130.  making,  you 
see,  more  than  par — affording  the  opportunity  to  sell  iJl  of  the  stock, 
common  and  preferred^  at  better  than  par,  or  better  than  100  cents 
on  the  dollar  of  its  capitalization. 

Mr.  Beall.  Take  it  when  the  common  was  down  to  9,  and  combine 
the  two  stocks  t 

Mr.  Gaby.  Then  the  selling  price  was  away  below. 

Mr.  Beall.  At  the  time  taat  the  common  stock  was  selling  at  9, 
at  what  price  was  the  pref en^ed  stock  selling  ? 

Mr.  Gaby.  It  seems  to  me  at  that  time  it  went  as  low  as  50,  pos* 
sibly  just  under  50;  and  at  that  time  it  seems  to  me  no  reasonable 
man*;could  say  it  was  not  intrinsically  worth  par  or  better. 
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Mr.  Beall.  How  high  has  it  gone  ? 

Mr.  Gaby.  About  130,  I  think.    You  are  speaking  of  preferred  ? 

JVfr.  Beall.  I  mean  the  preferred.  At  the  time  that  you  oigan- 
zedy  immediately  after  your  oi^anization.  at  what  price  did  these  two 
kinds  of  stock  and  the  bonds  begin  to  sell  ?  What  was  the  valuation 
placed  on  them  ? 

Mr.  Gabt.  I  should  think  about  par  for  the  preferred,  and  50  for 
the  common.    That  is  my  recollection. 

Mr.  Beall.  What  rate  of  interest  did  the  bonds  bear  ? 

Mr.  Gabt.  Five  per  cent  interest. 

Mr.  Beall.  How  have  they  been  selling  ? 

Mr.  Gabt.  They  are  selling  now  at  about  106  for  the  seconds,  and 
about  115  for  the  firsts.  The  seconds  have  been  down  as  low  as  68, 1 
should  think — bonds  that  seemed  to  me  as  good  as  gold. 

Mr.  Beall.  And  the  firsts — ^have  they  sold  below  par? 

Mr.  Gabt.  No,  I  do  not  think  so.  I  think  they  have  kept  up  to 
par  or  a  little  better,  even  in  depressions.  I  am  not  sure;  but  tnere 
are  times  when  it  is  almost  impossible  to  sell  anything  at  any  price. 
Take  time  of  panic,  dmring  these  extreme  depressions:  If  you  should 
take  almost  any  ^ood  raSroad  stock  that  you  would  say  was  first- 
class,  and  undertake  to  sell  a  large  amount  of  it,  you  would  depress 
the  market  or  selling  value  many  points.  That  is  why  I  have  said 
that  during  the  panic  of  1907,  fortunately,  our  steel  seconds  were  the 
most  available  for  cash  in  the  market  or  for  secm-ity.  There  seemed 
to  be  the  best  market  for  them  of  almost  auything. 

Mr.  Beall.  It  occurs  to  me  that  here  would  m  a  good  place  to 
have  incorporated  in  the  record  a  statement  from  you  showing  the 
gross  earnings  of  the  United  States  Steel  Corporation. 

Mr.  Gabt.  Our  reports  are  all  in,  and  they  show  with  great  clear- 
ness just  what  they  nave  been,  year  by  year. 

Mr.  Beall.  All  the  reports  nave  been  incorporated  in  the  record  t 

Mr.  Gabt.  Yes;  they  were  all  furnished.  We  will  offer  the  reports 
now  as  a  part  of  the  record. 

Mr.  Beall.  Do  those  reports  also  show  the  net  earnings  of  the 
conipany  ? 

Mr.  GrABT.  They  do. 

Mr.  Babtlett.  Do  you  mean  to  want  to  put  in  the  record  all  your 
reports  ? 

Mr.  Gabt.  You  might  as  well,  Judge  Bartlett.  All  our  annual 
reports  might  as  well  go  in  the  record. 

Mr.  Babtlett.  I  have  no  objection. 

The  Chaibman.  I  think  that  is  a  very  wise  suggestion. 

Mr.  Gabt.  I  do  that  in  answer  to  the  suggestion  of  the  gentleman. 
You  can  insert  such  parts  of  them  as  you  ^nk  proper. 

Mr.  Littleton.  It  is  better  to  have  them  all  go  in. 

The  Chaibman.  I  think  so. 

Mr.  Littleton.  Because  they  show  the  complete  history  of  the 
earnings. 

Mr.  Babtlett.  That  is  entirely  agreeable  to  me. 

Mr.  Gabt.  They  give,  of  course,  information  on  many  of  these 
other  subjects  that  have  been  touched  upon,  and  manv  outside^  with 
reference  to  our  properties — ^where  they  are,  what  they  consist  of, 
what  they  are  producing,  etc. 
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Mr.  Beall.  Those  reportS;  I  suppose,  also  include  the  dividends 
that  have  been  paid  ? 

Mr.  Gary.  I  am  very  sure  they  do. 

(The  reports  of  the  United  States  Steel  Corporation,  above  referred 
to,  will  be  found  printed  at  the  end  of  to-day's  proceedings.) 

Mr.  Beall.  For  the  immediate  pui*poses  of  this  examination, 
could  you  indicate  the  total  of  the  dividends  that  have  been  paid 
upon  the  conmion  and  preferred  stocks  ? 

Mr.  Gaby.  At  the  end  of  1910,  nine  and  three  fourths  years,  the 
total  dividends  paid  on  the  preferred  stock  amounted  to  68i  per  cent, 
or  $269,414,628^96.  The  total  dividends  paid  on  the  common  stock 
amounted  to  24^  per  cent  for  the  nine  and  three-fourths  years,  or 
$124,512,257.50.  The  total  net  earning  on  the  total  capitalization 
for  the  period  mentioned  I  think  were  aoout  7^  per  cent— maybe  71. 
The  amount  distributed  in  dividends  was  much  less  than  that,  on  the 
average. 

Mr.  Babtlett.  Judge  Gary,  this  report  of  yours  for  1910  shows 
the  dividends  paid  since  Apnl  1,  1901,  on  page  8.  Is  that  what  you 
are  reading  from  ? 

Mr.  Gaby.  Page  8;  yes. 

Mr.  Beall.  Probably  you  have  already  stated  it;  but  how  much, 
during  those  nine  and  three-fourths  years,  has  gone  into  the  better* 
ment  of  the  property  ?    About  $400,000,000  ? 

Mr.  Gaby.  Yes;  about  $400,000,000,  or  a  little  more — that  is, 
besides  what  has  been  paid  to  keep  up  the  properties  in  condition,  or 
reserves  for  ore  taken  out,  coal  used,  etc. 

Mr.  Beall.  Judge,  I  am  interested  in  the  statement  that  you 
made  about  these  dinners.    Were  they  called  "the  Gary  dinners?" 

Mr.  Gaby.  I  have  seen  some  of  the  papers  designate  them  in  that 
way. 

Mr.  Beall.  About  what  date  did  you  begin  to  have  tiiese  dinners  ? 

Mr.  Gary.  During  the  panic  of  1907,  or  just  following.  I  think 
during  it — before  the  panic  was  over.  May  I  inquire  >iniether  you 
were  present  when  I  described  that  the  other  day — the  first  dinner 
given — when  the  steel  people 

Mr.  Beall.  I  am  not  sure. 

Mr.  Gaby.  I  stated  it  very  fully  in  the  record. 

Mr.  Beall.  I  think  some  reference  has  been  made  to  a  dinner  given 
at  the  time  the  original  plans  were  made  for  the  oi^anization  of  the 
steel  company — some  dinner  that  Mr.  Morgan  attended. 

Mr.  Gaby.  That  was  a  dinner  given  by  Mr.  Simmons  in  New  York, 
I  should  think  durirq:  the  latter  part  of  1900.  Mr.  Schwab  was  pres- 
ent, Mr.  Morgan,  ana  others.    I  was  not  present  at  that  dinner. 

Mr.  Beall.  But  between  that  time  and  the  time  of  the  panic  of 
1907  you  had  not  continued  having  these  dinners? 

Mr.  Gaby.  Oh,  that  was  not  the  same  thing  at  all.  It  had  no  con- 
nection whatever. 

Mr.  Beall.  No  connection  ? 

Mr.  Gaby.  No. 

Mr.  Beall.  Since  1907  have  these  dinners  been  held  at  any  stated 
ntervals,  or  have  they  been  at  such  times  as  suited  your  convenience ! 

Mr.  Gaby.  They  have  been  given  at  such  times  as  suited  my  con- 
venience and  disposition,  and  pubUc  announcement  has  been  made  in 
each  instance  and  what  took  place  at  the  dinners.  If  there  was  any 
question  of  business  referred  to,  it  has  been  given  to  the  pubUc  press. 
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Latterly,  for  some  time — in  fact,  the  major  part — there  have  not  been 
so  veiy  many  dinners  as  you  might  think;  but  at  most  of  the  dinners 
what  I  said  was  taken  down  and  written  up  and  printed,  and  I  have 
promised  the  committee,  at  their  request,  to  furnish  these  printed 
speeches.  At  two  of  the  dinners  everything  that  was  said  was  taken 
down.  It  happened  so;  and,  as  it  was  taken  down,  I  had  it  written  up 
and  printed  and  distributed  to  those  who  were  present — so  that  every 
thing  that  was  said  there  was  taken  down.  At  one  of  those  dinners 
the  question  of  prices,  or  the  question  of  markets,  or  what  ought  to  be 
done  was  statea  fully  and  freely  by  all  of  them,  and  all  of  us  must 
abide  by  the  record  which  we  made.  There  is  no  concealment  about 
it.    There  never  has  been.    We  will  furnish  those  to  the  committee. 

Mr.  Beall.  One  interesting  commentary  on  those  ditmers,  I 
noticed,  was  the  fact  that  the  champagne  and  the  clams  came  in 
together.    Was  that  the  prevailing  practice  ? 

Mr.  Oabt.  That  was  a  facetious  remark  by  Mr.  Joe  Butler,  the 
wit  of  the  industry;  and  I  doubt  if  he  ever  drinks  champagne  or 
eats  clams;  but  it  was  a  funny  thing  to  say,  and  he  said  it. 

Mr.  Beall.  If  he  ever  did  both,  he  would  regret  it.     [Laughter.] 

Mr.  Oabt.  There  has  never  been  any  hilarity  at  any  of  the  dinners. 
They  have  been  social  occasions;  but  what  has  b^n  said  has  been 
serious. 

Mr.  Bhilll.  As  I  understand  it,  repres^itatives  of  difPerent  organi- 
zations interested  in  these  general  Imes  of  industry  attended  Siose 
ciinnATB? 

Mr.  Gaby.  Yes;  a  large  percentage;  at  some  times  very  much 
larger  than  at  other  times.  Of  course  these  are  not  entirely  perfect, 
assuming  that  you  had  the  right  to  make  them  perfect  ana  would 
like  to  do  it,  because  there  as  always  a  certain  percentage- of  people 
who  will  not  come  into  conferences  of  any  kind ;  and  those  gentlemen 
like  very  much  to  have  others  hold  up  the  umbrella  for  them  to  stand 
under. 

Mr.  Bkaix.  I  notice  in  one  statement  that  at  one  of  these  dinners 
95  per  cent  of  all  the  steel  and  iron  industry  of  the  United  States  was 
represented.    I  beUeve  that  was  the  figure. 

JiCr.  Oabt.  Tell  me  what  dinner  that  was. 

Mr.  Bbaix.  That  was  the  dinner  that  was  held  January  11, 1911. 

Mr.  Oabt.  Quite  likely  that  is  true.  I  think  that  was  veiy  well 
attended. 

Mr.  Bbaix.  I  quote  from  vour  statement. 

Mr.  Oabt.  I  believe  you  have  before  you  the  proceedings — all  that 
was  said  at  that  dinner. 

Mr.  Idan>ABi7BT.  It  was  taken  stenoeraphically,  was  it  not  ? 

Mr.  Oabt.  It  was  taken  stenosrapoically  and  printed,  wiUiout 
any  chance  on  the  part  of  the  speakers  to  revise  their  remarks;  and 
I  have  no  doubt  there  are  a  gooa  many  errors. 

Mr.  Babtlbtt.  Were  there  any  that  could  not  have  revised  them 
after  the  dkmer  9    [Laughter.] 

Mr.  Oabt.  No,  no,  no ;  I  think  not.  Judge. 

The  Chaibman.  I  will  say,  Judge  Oary,  that  that  is  said  facetiously. 
This  committee  has  no  apposition  to  hold  the  ''Oary  dinners" 
respoi^H>le  for  the  amount  of  champagne  or  the  amount  of  clams  or 
anything  of  that  sort  consumed.  I,  for  one,  believe  that  the  head  of 
the  Steel  Corporation  and  the  humblest  citizen  of  this  land  have  the 
«ame  right  to  eat  and  drink  what  atid  where  and  how  they  please 
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and  to  be  questioned  by  no  man  so  long  as  they  do  not  interfere  with 
some  other  man's  rights. 

Mr.  Gary.  That  is  good  law  and  good  logic. 

Mr.  LiNDABURY.  That  ought  to  be  incorporated  in  the  committee's 
report. 

The  CHAiBfiiAN.  It  will  go  in  the  record  or  anywhere  else.  If  such 
things  should  occur  as  that  there  were  any  personal  derelictions  on 
the  part  of  any  man  or  set  of  men  connected  with  the  United  States 
Steel  Corporation,  this  committee  is  not  interested  in  that.  I  know 
my  friena  does  not  mean  it  that  way.  Of  course  I  do  not  mean  any 
renection  upon  him;  but  I  wish  to  say  that  these  things  are  said 
pleasantly,  and  there  is  no  disposition  on  the  part  of  the  committee 
to  do  anything  of  the  sort  I  have  referred  to. 

Mr.  Gary.  There  is  just  one  question  involved  in  those  dinners,  it 
seems  to  me:  That  is  whether  or  not  it  is  lawful,  and  is  good  law  and 
^ood  morals,  to  endeavor  by  intercourse  such  as  you  see  described 
in  those  proceedings  to  maintain  to  a  reasonable  extent  the  equilib- 
rium of  business,  to  prevent  utter  demoralization  of  business  and 
destructive  competition. 

Mr.  Beall.  Tixat  was  the  purpose  of  each  one  of  those  dinners  ) 

Mr.  Gary.  That  and  nothing  else. 

The  Chairman.  As  I  imderstand  my  learned  colleague,  Mr.  Beall^ 
we  are  interested  in  determining  whether  or  not  at  those  dinners  you 
fixed  prices  by  indirection.  If  you  did,  we  will  probe  into  the  dinner, 
and  go  into  the  banquet  hall  exactly  as  we  would  go  into  the  counting 
rooms.  If  you  did  not  meet  there  to  fix  prices,  we  do  not  care  if 
every  man  had  a  tub  of  champajgne. 

Mr.  Beall.  I  am  not  emphasizing  the  champagne  or  clams. 

The  Chairman.  I  know;  but  I  mean  to  advise  the  gentleman  that 
this  committee  will  not  look  into  anything  more  than  his  official  acts. 

Mr.  Gary.  Prices  were  not  attempted  to  be  fixed,  were  not  fixed, 
could  not  be  fixed,  and  there  was  no  possible  way  of  fixing  them  or 
mamtaining  them,  uiUess  vou  have  some  way  of  having  tnem  fixed 
imder  Government  control,  or  you  are  allowed  to  do  it  by  positive 
a^eements.  It  never  has  been  possible.  It  never  could  be  possi- 
ble. We  have  never  succeeded  in  doing  so.  But  we  have,  by  this 
friendly  intercourse,  prevented  demorwzation — ^sudden,  wild,  ex- 
treme fluctuations — destructive  competition  that  would  drive  large 
numbers  of  them  entirely  out  of  business,  and  that  would  be  ruinous 
to  the  customers  of  the  steel  people  who  had  large  stocks  of  goods  on 
hand  from  time  to  time,  and  wnich  would  spread  to  other  lines  of 
industry.  We  have  made  no  secret  about  it,  and  the  public  has  known 
exactly  what  we  have  done;  and  if  the  Department  of  Justice,  for 
instance,  or  the  President,  or  Congress,  should  say,  ''This  is  not  the 
wise  thing  to  do  or  the  right  thing  to  do,"  you  may  be  certain  it  would 
not  be  continued  for  one  moment. 

Mr.  Beall.  As  I  understand.it,  you  wanted  to  avoid  destructive 
competition  on  the  one  side,  and  you  wanted  to  avoid  the  perils  and 
the  dangers  of  the  Sherman  antitrust  law  on  the  other  side! 

Mr.  Gary.  Of  monoply  on  the  other  side  t 

Mr.  Beall.  Of  monopoly,  unlawful  restraint  of  trade;  and  you 
have  resorted  to  this  means  of  bringing  together  those  interested  in 
the  business  for  an  exchange  and  interchange  of  views  at  these  dinners  1 

Mr.  Gary.  Not  so  much  an  interchange  of  views  as  a  statement  of 
the  conditions  surrounding  each  one. 
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Mr.  Beall.  I  will  ask  you  about  this  particular  dinner  of  January 
11,  1911. 

Mr.  Gaby.  Of  course  the  proceedings  speak  for  themselves. 

Mr.  Beall.  Yes.  Was  not  the  purpose  of  that  dinner  to  arrive, 
directly  or  indirectly — ^probably  the  latter — at  an  understanding  that 
prices  would  not  be  reduced  or  lowered ) 

Mr.  Gabt.  Emphatically,  no;  it  was  not.  ' 

Mr.  Beall.  Let  me  call  your  attention  to  some  of  the  things  that 
were  said. 

Mr.  Gaby.  By  me  ? 

Mr.  Beall.  By  you  and  by  others  who  participated  in  the  dinner, 

Mr.  Gaby.  Very  well. 

Mr.  Beall.  And  I  would  like  to  have  your  interpretation  of  what  it 
means. 

Mr.  Gaby.  What  is  the  date  ? 

Mr.  Beall.  January  11,  1911. 

Mr.  Gaby.  Very  well. 

Mr.  Beall.  Look  first  at  page  6,  about  the  middle  of  the  page. 
I  read  as  follows: 

At  this  particular  time  there  ia  not  in  this  country  a  deniand  for  more  than  50  per  cent 
of  the  total  producing  capacity  in  our  linea.  It  ia  obvioua  from  this  statement  of  fact 
that  there  is  not  enough  business  to  go  around  and  that  there  is  no  possible  way  of 
protecting  one  another  and  thereby  protecting  oneself  except  to  submit  ourselves  to 
the  conditions  as  they  exist  and  to  take  and  be  satisfied  with  our  fair  proportion  of  the 
business  whidi  is  oSefed.    [Applause.] 

What  did  that  m«an,  Judge  Gary  ? 

Mr.  Gaby.  It  meant  to  say  that  any  fair-minded  man,  knowing 
there  was  only  50  per  cent  business  as  compared  with  the  capacit]^, 
would  believe  it  to  be  for  his  own  interest  to  be  satisfied  with  his 
mills  running  at  one-half  their  total  capacity,  as  otherwise  he  would 
be  necessarily  involved  in  a  competition  that  meant  the  sunrival  of 
the  fittest,  every  one  stru^ling  to  ^et  more  than  50  per  cent  of 
capacity,  and  bringing  about  demoralization  and  ruin. 

Mr.  BsALL.  At  that  time  were  the  mills  that  these  different  gen- 
tlemen represented  who  were  at  the  banquet,  running  only  50  per 
cent  of  their  capacity  ? 

Mr.  Gaby.  No;  on  the  contrary  some  were  running,  as  usual,  about 
40  per  cent,  and  some  were  running  about  60  per  cent;  and  it  has 
been  that  way  all  the  time,  more  or  &ss.  There  is  no  possible  way  of 
controlling.  Of  course,  that  is  my  advice.  I  wish  everyone  would 
recc^nize  the  fact  that  that  is  what  he  ought  to  do,  but  he  is  not 
willing  to  do  that.  He  is  under  no  obligation  to  do  that.  And  you 
will  see,  as  I  ffo  on,  that  I  state  clearly  under  no  circumstances  would 
I  bind  myself  to  do  or  not  to  do  anything;  that  everyone  must  be 
left  free  to  do  as  he  pleases.  That  I  understand  to  have  been  the 
position  of  the  Attorney  General  in  his  argument  before  the  Supreme 
Uourt  of  the  United  States,  that  the  law  does  not  compel  people  to 
compete.  If  everyone  leaves  himself  free  to  compete,  then  he  is 
living  up  to  the  requirements  of  the  law.  At  the  same  time,  I  would 
not  nesitate  to  advise  my  associates  to  be  satisfied  with  their  fair 
share  of  business.  That  advice  has  been  followed  to  some  extent. 
But,  as  no  one  was  bound  in  any  way.  never  had  to  do  it,  they  did 
not  live  up  to  the  principle.    That  is  tne  trouble. 
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Mr.  Beall.  All  through  the  proceedings  of  that  dmner^  Judge, 
does  not  the  thought  run  that  all  those  who  are  present  are  in  honor 
bound  to  accept  and  to  abide  by  that  price  ? 

Mr.  Gary.  I  do  not  think  you  can  connect  the  two  statements. 

Mr.  Beall.  On  May  4,  1911,  at  the  Waldorf,  in  New  York,  you 
had  a  banquet  ? 

Mr.  LiNDABUBY.  Is  that  in  this  same  book  ? 

Mr.  Beall.  No;  it  is  in  a  different  book.    I  refer  to  page  27. 

Mr.  LiNDABUBY.  That  is  the  last  meeting  ? 

Mr.  Beall.  It  is  May  4. 

Mr.  LiNDABUBY.  Of  what  year  t 

Mr.  Beall.  1911. 

Mr.  Gaby.  And  what  page  do  you  read  from  t 

Mr.  Beall.  Page  27.     I  read  as  follows: 

You  know  I  do  not  say  that  for  the  purpose  of  deceiving  vou  at  all  nor  for  any  pur- 
pose except  to  let  you  know  exactly  wnat  I  am  doing.  And,  therefore,  as  I  have  said 
before,  gentlemen,  we  come  together  upon  a  platform  that  involves  the  honor  of  a 
man,  which  is  far  better  and  far  higher  and  far  more  binding  upon  us  than  any  con- 
tract which  we  could  make. 

Mr.  Gaby.  Y^.  Now,  I  would  think,  if  I  should  meet  you,  a 
competitor  of  mine,  on  the  street,  and  ask  you  what  prices  you  are 
chaining  and  to  what  extent  you  are  running  your  mills,  and  1  should 
tell  you  what  I  was  doing,  both  of  us  being  perfectly  frank  and 
neignborly,  and  then  I  shomd  leave  you  and  go  to  one  of  your  cus- 
tomers and  offer  to  sell  him  goods  at  a  less  price  than  you  told  me 
you  were  selling  at,  that  would  be  most  dishonorable  conduct  on 
my  part,  and  tnat  I  would  have  a  reason  to  expect,  as  honorable 
men,  you  and  I  having;  told  one  another  what  we  were  doing,  that 
we  would  not  jgo  and  do  something  to  the  contrary  of  that  to  the 
prejudice  of  either  one^  without  telling  him  so  frankly.  That  is 
what  I  meant  and  that  is  what  I  have  explained  from  time  to  lime. 

Mr.  Beall.  Then  I  quote  further  from  this  speech  of  January  1 1 , 
1911,  on  page  7: 

I  say  in  this  preaence  to  men  who  know  by  long  experience — ^men  who  know  to  a 
demonstration  tnat  what  I  speak  is  true  and  logical-^tnat  we  have  something  better 
to  ^de  and  control  us  in  our  business  methods  than  a  contract  which  depends  upon 
written  or  verbal  promises  with  a  penalty  attached. 

Now,  if  you  made  that  sort  of  a  contract,  you  would  violate  the 
Sherman  antitrust  law,  would  you  not  ? 

Mr.  Gabt.  Yes,  we  would;  but  we  have  something  better. 

Mr.  Beall.  You  have  something  that  is  better  even  than  a  prom- 
ise in  writing,  with  a  penalty  attached  f 

Mr.  Gabt.  I  do  not  say  that  it  is  more  binding  than  a  contract. 
That  IB  quite  a  different  tning. 

Mr.  Beall.  Something  better  to  guide  you.    You  say — 

We  have  something  better  to  guide  and  control  us  in  our  business  methods  than  i 
contract — 

Mr.  LiNDABUBY.  Now,  will  you  let  Judge  Gary  tell  what  that  is  ? 
Mr.  Beall  (continuing) : 

Than  a  contract  which  depends  upon  written  or  verbal  promises  with  a  penalty 
attached.  We  as  men,  as  gentlemen,  as  friends,  as  neic^hbors,  having  been  in  close 
communication  and  contact  during  the  last  few  years,  have  reached  a  point  where 
we  entertain  for  one  another  respect  and  affectionate  regard.  We  have  reached  a 
position  so  high  in  our  lines  of  activity  that  we  are  bound  to  protect  one  another. 
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Judge,  in  all  these  dinners,  in  all  these  speeches  made  at  this  ban- 
quet on  January  11,  1911,  does  not  the  thought  run  through  there 
that  without  entering  into  any  written  obligation  or  contract,  or 
making  any  agreement  that  would  put  the  hand  of  the  Sherman  law 
on  you,  you  were  in  honor  bound  to  observe 

Mr.  Gaby.  To  do  what  ? 

Mr.  Beall.  To  cooperate  ? 

Mr.  Gaby.  Well. 

Mr.  Beall.  In  such  a  way  as  to  protect  each  other  against  any 
reduction  in  prices  ? 

Mr  Gaby.  Not  at  all.  It  does  not  mean  that  at  all;  not  at  all; 
because  we  had  no  fixed  prices.  We  have  never  said  that  our  prices 
would  be  a  certain  thing,  and  they  have  not.  Our  prices  have 
fluctuated  all  the  time.  «  There  has  never  been  the  time  that  our 
prices  remained  the  same,  or  have  been  all  alike;  never,  not  for  a 
single  day,  so  far  as  I  know.  We  have  attempted  in  this  way — I 
have  attempted,  I  will^  say,  and  others  have  attempted  bv  this 
influence — to  prevent  this  utter  demoralization  which  results  from  a 
disposition  on  the  part  of  everyone  to  go  and  get  all  the  business  he 
can,  and  at  any  price  he  can,  regardless  of  whether  it  is  fair  and 
reasonable,  whether  it  is  below  cost  or  not,  whether  it  would  destroy 
his  neighbor  and  drive  him  out  of  business;  a  disposition  to  let  one 
another  know  what  we  are  doing  with  a  view  of  trying  to  persuade 
everyone  to  keep  the  price  up  to  what  he  thought  ougLt  to  be  rea- 
sonable and  fair.  Is  it  against  any  law  for  me  to  go  to  you,  a  com- 
Eetitor  in  business,  and  say  to  you,  ''Your  prices,  I  think,  ought  to 
e  higher  than  thev  are,"  or  **ought  to  be  lower  than  th^  are"? 
If  you  leave  yourself  free  to  make  them  as  you  please,  or  if  I  do,  we 
do  not  violate  the  law.  I  have  a  right  to  tell  you.  We  have  never 
said,  never  intimated,  that  the  prices  should  be  so  and  so,  and  each 
•  one  of  us  should  keep  these  prices;  never  directly  or  indirectly. 

Mr.  Beall.  Have  you  not  impressed  on  them  time  after  time  that 
it  would  be  the  grossest  breach  of  honor  for  them  to  cut  their  prices 
below  a  competitor  ? 

Mr.  Gaby.  No,  I  have  not;  never  a  word.  You  will  never  find 
such  a  suggestion  as  that. 

Mr.  Beall.  I  read  from  page  7,  again: 

We  have  reached  a  podtdon  bo  high  in  our  lines  of  activity  that  we  are  bound  to  pro- 
tect one  another*  and  when  a  man  reaches  a  position  where  his  honor  is  at  stake,  where 
•ven  more  than  life  itself  is  concerned,  where  he  can  not  act  or  fail  to  act  except  with 
ft  distinct  and  clear  undecstandinj;  that  his  honor  is  involved,  then  he  has  reached  a 
position  that  is  more  binding  on  him  than  any  written  or  verbal  contract.    [Applause.] 

Wh J  were  you  seeking  so  strenuously  to  impress  upon  them  that 
their  honor  was  involved  in  some  kind  of  way  ? 

Mr.  Gaby.  So  that  we,  coming  together,  disclosing  our  business, 
telling  one  another  about  to  what  extent  we  are  running  our  mills, 
about  how  our  business  was  going  generally,  what  our  customers 
were,  what  our  difficulties  were,  having  made  those  full  disclosures, 
so  that  everyone  would  reach  the  decision,  if  possible,  that  he  ought 
not  to  do  a  mean  thing  in  the  trade,  in  competition;  in  other  words, 
80  that  competition  should  be  honorable,  decent,  and  reasonable,  as 
opposed  to  oitter,  hostile,  destructive  competition  such  as  used  to 
exist. 

Mr.  Beall.  Did  vou  not  think  that  the  meanest  thing  that  any  of 
them  could  do  would  be  to  reduce  prices  ? 
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Mr.  Gaby.  I  should  think,  Mr.  Beall,  if  you  had  a  client  and  I  had 
a  client,  consulting  you  and  me  both  professionally,  goin^  to  you  and 
asking  you  what  you  would  charge  him,  and  you  told  him  $100.  and 
then  you  should  come  to  me  and  say,  ''That  gentleman,  my  old  client, 
has  been  in  my  ofRce  and  asked  me  how  much  I  would  charge  him, 
and  I  told  him  $100" — I  having  gotten  that  information  from  you,  I 
should  think  if  I  should  say  to  him  when  he  came  to  my  office,  he 
believing  I  was  as  competent  as  you,  that  I  would  do  it  for  $00,  that 
would  be  dishonorable;  that  is  what  I  think  about  it,  most  certainly, 
unless  I  went  to  you  and  said :  *'  Now,  you  told  me  you  said  you  would 
do  this  for  $100,  and  I  want  to  do  it  for  less  than  that,  and  I  will 
charge  him  only  $90." 

Mr.  LiNDABUBY.  I  want  to  call  attention  to  the  fact  that  this  was 
simply  a  strenuous  endeavor  to  establish  thje  golden  rule,  and  that  it 
ougnt  to  be  encouraged. 

Mr.  Bball.  The  steel  rule. 

Mr.  LiNDABUBY.  No,  the  golden  rule. 

Mr.  Beall.  a  resort  to  moral  suasion.     I  quote  again  from  page  9  : 

Why  do  I  mention  these  things?  From  the  abundance  of  the  heart  the  mouth 
speaketh.  These  thoughts  in  my  mind,  in  my  heart,  force  ezpresdion.  I  deal  in 
frankness.  Why  is  it?  Why  are  these  thoughts  in  my  mind?  Why  do  they  crowd 
into  words?  Because  at  this  particuJar  time  I  am  anxious  that  no  man  around  this 
table,  no  one  connected  with  this  business  shall,  for  a  single  moment,  foiget  the  hig^ 
moral  obligation  he  is  under  toward  his  neighbor. 

Mr.  LiNDABUBY.  That  is  right. 
Mr.  Beall  (continuing  reading) : 

Because  if  it  was  the  last  word  I  would  have  the  privilege  of  saying  to  vou,  I  would 
say,  with  all  mv  might  and  with  all  the  emphasis  that  I  could  mid  worcu  to  ezpresBy 
I  consider  it  of  the  highest  importance  at  this  particular  time  that  every  one  of  us 
should  have  a  keen  and  abidine;  sense  of  the  peiBonal  obligation  which  he  nas  toward 
all  others  and  to  make  no  mistake  of  running  the  risk  of  trespassing  within  the  domain 
of  the  rights  of  his  neighbor,  who  has  given  ms  confidence  and  trust,  and  who  is  willing 
at  all  times  to  put  within  the  knowledge  and  therefore  more  or  lobS  under  the  charge 
and  control  of  others  the  very  direction  of  his  affairs. 

Mr.  Gaby.  Do  you  not  think  there  is  such  a  thing  as  honor  among 
business  men  ? 

Mr.  Beall.  I  hope  so. 

Mr.  Gary.  They  say  there  is  honor  even  among  thieves. 

Mr.  Beall.  I  hope  there  is. 

Mr.  Gary.  Well,  that  is  as  far  as  I  have  intended  to  go — as  far  as 
I  have  gone. 

Mr.  Beall.  From  your  definition  of  the  condition  of  affairs  in  Wall 
Street,  I  am  sometimes  inclmed  to  question  it. 

Mr.  Gaby.  Wall  Street  is  a  good  place  for  you  and  me  to  stay  away 
from. 

Mr.  Beall.  For  all  men. 

Mr.  Bartlett.  Some  of  us  do. 

The  Chairman.  Judge,  you  have  paid  auite  a  glowing  tribute  to 
Mr.  Morgan,  and  I  enjoyed  hearing  it.  Was  he  ever  seen  on  Wall 
Street  ? 

Mr.  Gary.  If  you  mean  to  ask  whether  Mr.  Morgan  is  a  specula- 
tor, I  should  sav  I  do  not  believe  he  is.  His  office  is  on  Wall  Street, 
the  comer  of  Wall  and  Broad. 

Mr.  Beall.  Mr.  Farrell  is,  I  believe,  president  of  the  United  States 
Steel  Corporation  now  ? 
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Mr.  Gaby.  Yes,  he  is. 

Mr.  Bball.  He  made  a  speech  that  night  ? 

IVIr.  Gaby.  I  believe  he  did. 

Mr.  Bball.  Let  me  quote  from  that.    I  read  from  page  14: 

I  understand  the  policy  of  the  corporation  to  be  to  cooperate  with  its  competitors 
in  the  effort  to  maintain  mir  prices 


ilr.  Gaby.  Well,  that  means 

Mr.  Beall  (continuing) : 

and  the  stability  of  buainees  conditions,  by  every  means  permi.%ible  under  the  laws 
of  the  country  and  not  antagonistic  to  the  public  conscience. 

That  giyes  vou  the  full  quotation. 

Mr.  Gaby.  Yes.  That  means  in  the  way  I  have  stated,  and  no 
other  way.  The  answer  to  your  inquiry  is  found  in  the  fact  that 
prices  have  not  been  maintained.  You  will  find  in  some  of  those 
speeches  a  statement  by  me,  perhaps  repeatedly,  that  I  have  never 
stood  for  unchanged  or  unchangeable  prices;  that  that  is  not  my  posi- 
tion. And  there  have  nqt  been  unchanged  prices.  They  nave 
been  more  or  less  changed  all  the  time.  That  is  not  the  point.  The 
point  is  to  try  and  prevent  the  kind  of  bitter,  destructive,  unfair,  and 
unreasonable  competition  that  demoraUzes  business,  and  drives  to 
destruction  many  of  the  operators,  of  the  manufacturers  and  their 
customers. 

Mr.  Beall.  The  same  kind  of  competition  that  had  existed  before 
the  United  States  Steel  Corporation  was  formed,  to  a  greater  or  less 
degree? 

Mr.  Gaby.  Well,  it  certainly  did,  at  times,  when  business  was  dull. 
There  is  no  trouble,  of  course,  when  business  is  very  good.  But  you 
know,  as  well  as  I,  if  you  had  to-day  the  old  kind  of  oestructive  com- 

Eetition,  there  would  not  be  very  many  companies  long  in  the  steel 
usiness.    There  would  be  monopolies  then. 

Mr.  Bball.  Do  you  refer  to  the  kind  of  competition  that  exists  in 
other  lines  of  industry,  where  they  do  not  have  these  dinners  ? 

Mr.  Gaby.  Of  course  I  am  not  qualified  to  speak  with  reference 
to  other  lines  of  industry.  The  steel  industry,  in  years  gone  by, 
was  particularly  subject  to  destructive  competition  in  times  of 
depression.  I  do  not  think  it  applies  so  much  to  other  lines.  Of 
course,  to  get  the  sense  of  what  1  have  said  or  others  have  said,  it 
will  be  necessary  to  read  the  whole  text  of  these  speeches,  which  were 
impromptu  and  not  prepared  at  all;  but  in  reading  them  all  commenc- 
ing at  the  beginning,  commencing  at  that  first  speech,  December, 
1908,  which  I  made  at,  I  believe,  the  first  dinner  after  tlie  panic, 
about  a  year  later. 

Mr.  Beall.  Mr.  Willis  L.  King  spoke  also  at  this  last  banquet  ? 

Mr.  Gaby.  Yes. 

Mr.  Bball.  Let  me  quote  something  from  him.     Who  is  Mr.  King '( 

Mr.  Gaby.  Mr.  King  is  the  vice  president  and  general  manager 
of  the  Jones  &  LaughHn  Co.  of  Pittsburg. 

Mr.  Bball.  A  steel  manufacturer  ? 

Mr.  Gaby.  Yes. 

Mr.  Bball.  Quoting  from  page  21,  he  said: 

I  Uiink,  therefore,  to  talk  of  reducing  the  prices  ought  not  to  be  considered  for  a 
moment.  Ab  Judge  Gary  "has  very  properly  said,  it  would  not  result  in  ^ood  to  any- 
one.   It  would  not  result  in  more  business  to  us,  it  would  not  do  the  public  any  good ; 


270  UNITED  STATES  STEEL.  CORPORATION. 

therefore  I  hope  it  will  be  the  conBensus  of  opinion  here  to-night  that  we  will  maintAin 
the  present  pncee,  which  are  fair  and  reasonable^  and  await  with  patience  the  inevit- 
able result,  which  will  of  course  be  better  business,  and  I  thiuK  in  the  very  near 
future. 

Mr.  Gart.  No  doubt  that  was  his  hope  and  his  msh  and  his  advice, 
but  it  was  not  bindings  and  therefore  was  not  fully  accepted  nor 
adopted. 

Mr.  Beall.  Was  it  not  the  consensus  of  opinion  there  that  night. 
Judge,  among  all  tJiose  who  spoke  t 

Mt,  Gary.  You  have  there  everything  that  was  said  by  all  who 
spoke,  and  speeches  speak  for  themselves. 

Mr.  Beall.  Probably  the  entire  speeches  will  not  be  in  the  record , 
but  you  were  there. 

Mr.  Gaby.  They  are,  Mr.  Beall;  every  word  that  was  said. 

Mr.  Bartlett.  You  mean  in  that  book  ? 

Mr.  Gary.  Yes,  I  mean  in  this  pamphlet  of  January  11.  Every- 
thing that  was  said  at  the  dinner,  without  exception,  by  ev^iy 
speaker  is  there;  not  a  word  is  left  out,  and  these  gentlemen  had  no 
opportunity  to  revise  their  speeches;  not  a  particle  changed;  nothing 
added ;  nothinglef t  out. 

Mr.  Beall.  Was  not  the  dominant  thought  running  tlirough  all 
these  speeches  of  these  gentlemen  who  were  there  that  it  should  be 
the  consensus  of  opinion  among  them  that  there  should  be  no  lowering 
of  prices  ? 

Mr.  Gary.  The  speeches  speak  for  themselves. 

Mr.  Beall.  You  nave  read  them.     What  is  your  opinion? 

Mr.  Gary.  I  do  not  think  that  is  a  fair,  just  opinion  of  the  speeches. 

Mr.  Beall.  That  is  the  very  reason  I  wanted  you  to  express  your 
opinion,  because  I  did  not  want  to  express  mine,  because  it  might  not 
be  fair. 

Mt.  Gary.  I  do  not  think  so,  although  I  feel  certain  that  it  was  the 
wish  and  the  hope  of  everyone  that  prices  would  not  be  reducea. 
Now,  it  would  be  very  strange  if  in  the  speeches  made  by  these  gen- 
tlemen, with  no  opportunity  to  prepare,  and  with  that  hope  and  wish 
in  their  minds,  they  would  use  expressions  which  you  would  think 
meant  that  it  was  intended  to  maintain  prices.  But  you  will  not 
find  in  anv  of  the  meetings  any  agreement  of  the  kind.  I  have  not 
attempted  here  to  disguise  the  fact,  Mr.  Beall,  that  the  object  of 
these  meetings  was  to  get  between  the  extremes  of  the  restraint-of- 
trade  clause  and  the  monopoly  clause  and  in  this  way  to  prevent,  so 
far  as  we  could  legitimately,  a  demoralization  of  business  and  destruc- 
tive competition ;  but  there  is  nothing  in  any  of  these  speeches  to 
indicate  that  there  was  any  agreement,  express  or  impliea,  to  do  or 
not  to  do  a  thing,  any  suggestion  that  each  one  was  bound  to  maintain 
certain  prices,  or  to  fix  certain  prices,  or  anything  of  the  sort.  The 
contrary  of  that  was  the  intention. 

As  to  whether  or  not  this  is  a  good  thing  to  do,  as  to  whether  or  not 
this  is  good  morals,  as  to  whether  or  not  you  gentlemen  believe  that  it 
is  better  to  enter  into  a  destructive  competition  of  the  old  kind  than 
to  try  and  maintain  the  equiUbrium  of  business  by  this  kind  of  coop- 
eration, is  for  you  to  say.  I  am  very  sure  if  you  want  to  take  the 
responsibiUty  as  le^sl  tors  and  as  lawyers  and  judges,  if  ]rou  want  to 
take  the  responsibihty  r  if  the  Government  or  anybody  else  in  authority 
wishes  to  take  the  res  onsibility  of  saying  it  is  better  to  enter  into  a 
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destructive  com}>etition)  and  for  the  steel  people  to  have  nothing 
whatever  to  do  with  one  another,  not  even  give  one  another  informa- 
tion of  any  sort  or  description,  letting  the  business  take  care  of  itself 
and  allowing  the  strongest  to  survive  and  the  weakest  to  go  down 
and  the  general  demorcuization  which  would  naturally  result  in  busi- 
ness, generally,  to  follow,  then  we  have  nothing  to  say;  we  would  not 
oppose  it  for  one  moment;  not  a  moment.  We  have  done  what  we 
have  considered  best  to  be  done  for  the  interests  of  all  concerned,  and 
within  the  lines  of  the  law  as  we  understand  it. 

Mr.  Beall,  As  I  understand  it.  Judge,  you  are  frank  enough  to  sav 
that  through  the  medium  of  these  dinners  you  have  sought  to  accomplish 
the  same  result  that  would  be  accomplished  by  making  agreements 
among  yourselves  that  would  be  unlwaful,  to  a  greater  or  less  degree  t 

Mr.  (jabt.  I  have  not  said  that,  but  I  have  said  that  we  have,  so 
far  i»  we  could,  attempted  to  prevent  demoralization  and  destructive 
competition.  We  have  not  been  successful,  but  we  have  been  suc- 
cessnil  to  a  large  extent. 

Mr.  Be  ALL.  Quoting  now  from  Mr.  Felton,  on  page  22,  he  says: 

Now,  I  think  we  have  all  had  our  eyes  opened  since  the  first  meetings  that  were 
held  here,  and  I  hope  we  are  going  to  keep  our  eyes  open,  and  are  not  going  to  shut 
them  up  to  the  aituatuon.  If  there  is  anybody  who  thmks  the  present  business  situa- 
tion will  be  improved,  stimulated,  by  cutting  prices,  he  ought  to  consider  just  one 
branch  of  our  business;  he  should  look  at  the  facts  and  argue  from  those  facts. 

Then  he  takes  up  the  pig  iron  situation. 

Mr.  Gary.  Yes. 

Mr.  Beall.  Who  is  Mr.  Topping,  whose  speech  appears  on  page  23  ? 

Mr.  Gaby.  He  is  chairman  of  the  Repubfic  Iron  &  Steel  Co. 

Mr.  Beall.  Who  is  Mr.  Felton  ? 

Mr.  Gary.  He  is  president  of  the  Pennsylvania  Steel  Co. 

Mr.  Beall.  You  nave  had  one  meeting  since  that  dinner,  have  you 
not?  HE    -  ' 

Mr.  Gary.  No.  ^ 

Mr.  Beall.  Here  about  10  days  ago?  ;    r  ^. 

Mr.  Gary.  That  was  a  luncheon.  '   ^ 

Mr.  Beall.  A  luncheon  ?  .  ^  ^ 

Mr.  Gary.  Yes;  we  had  a  luncheon  at  the  Metropolitan  Club, 
which  was  published  in  all  the  papers. 

Mr.  Beall.  Mr.  Topping  was  not  present  at  that  luncheon  ? 

Mr.  Gary.  No/sii*. 

Mr.  Beall.  No  one  representing  the  Republic  Co.  was  present? 

Mr.  Gary.  No. 

Mr.  Beall.  Why  was  that  ? 

Mr.  Gary,  ^^by  did  he  not  appear  ? 

Mr.  Beall.  Wny  was  he  not  present,  if  he  had  been  present  at 
the  others  t 

Mr.  Gary.  I  would  assume  from  the  record  in  this  case  that  Mr. 
Gates,  who  has  become  a  dominant  factor  in  the  Republic,  has  very 
suddenly  reached  the  conclusion  that  he  believes  in  open  competition. 

Mr.  Beall.  I  read  from  what  Mr.  Topping  said,  on  page  23: 

I  am  more  convinced  than  ever  that  any  efforts  at  this  time  to  reduce  prices  with 
a  view  to  stimulating  consumption  will  be  met  in  about  the  manner  that  Mr.  Felton 
has  iUuBtiated. 

Mr.  Gary.  Who  says  that  ? 
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Mr.  Beall.  Mr.  Topping.     He  continues: 

The  price  line  will  go  down  much  faster  than  the  production  line  will  go  up. 

Mr.  Gary.  He  has  evidently  changed  his  mind  recently. 

Mr.  Beall.  He  has  made  a  reduction  in  the  prices  of  the  products 
of  the  Republic  Iron  &  Steel  Co.  ? 

Mr.  Gary.  Yes;  and  for  the  announced  reason  that  some  of  the 
people  manufacturing  some  of  his  products  began  to  cut  their  prices, 
and,  of  course,  he  assumed  he  had  nothing  left  to  do  but  cut  his.  Three 
is  Quite  a  difference  in  one  man  going  to  another  and  saying  to  him, 
'*My  prices  are  so  and  so;'*  and  then  going  out  and  selling  at  a  lower 
price,  and  on  another  occasion  going  to  his  neighbor  and  saying,  **My 
prices  are  so  and  so,  and  I  thmk  they  are  too  high,  and  I  can  not 
maintain  them  on  a<!CDunt  of  the  competition  I  have  and  I  am  going 
to  cut  them  to  suit  myself.*'  Then  it  is  not  dishonorable  for  him  to 
do  what  he  pleases.  But  I  do  not  think  it  is  fair  or  honorable  for 
business  competitors  to  represent  to  one  another  that  they  are  doing 
certain  things  which  are  entirely  contrary  to  the  facts;  and  there  is 
nothing  hke  publicity  among  decent  men — that  is,  the  disclosure  from 
one  to  another  of  exactly  what  they  are  doing — to  secure  a  reasonable 
maintenance  of  prices.  Of  course,  circumstanoes  arising  day  by  day 
may  change  circumstances;  but  in  the  main  the  prices  are  pretty 
well  maintained. 

Mr.  Beall.  After  that  luncheon  you  held  a  few  days  ago,  you 
gave  out  a  statement? 

Mr.  Gary.  I  made  a  public  announcement  of  what  we  were  going 
to  do. 

Mr.  Beall.  Substantially,  that  it  was  the  opinion  of  the  gentlemen 
who  were  at  that  limcheon  that  the  prices  oi  their  various  products 
should  be  reduced  to  meet  this  cut  made  by  the  Republic  Steel  & 
Iron  Co  ? 

Mr.  Gary.  I  think  not.  If  you  have  got  it,  read  it,  and  I  think  it 
will  speak  for  itself. 

Mr.  Barixett.  I  do  not  say  that  it  bears  that  out,  but  I  have  what 
purports  to  be  a  press  dispatch,  published  in  a  paper  in  Macon,  Ga., 
and  I  will  read  you  what  is  said. 

Mr.  Young.  W  ill  you  not  speak  a  little  louder.  Judge  ? 

Mr.  Bartlett.  I  say  that  I  nave  what  Judge  Gaiy  is  purported  to 
have  said  at  that  luncheon,  in  the  form  of  a  press  dispatcn  dated  June 
4 ;  is  that  right  ? 

Mr.  Gary.  I  presume  that  is  right. 

Mr.  Bartlett.  I  cut  this  from  a  paper  published  in  Macon,  Ga., 
and  it  purports  to  be,  and  is,  a  press  dispatch. 

Mr.  Gary.  I  think  I  can  tell  vou,  if  vou  will  read  it. 

Mr.  Bartlett.  I  will  read  this  part  of  it: 

Referrino:  to  the  bornhnhell  which  the  Republic  Co.  threw  into  the  steel  market  by 
reducing  prices,  Judge  Gary  said:  "We  are  confronted  with  a  very  serious  and  dis- 
Egreeable  problem.  It  is  not  for  me  to  criticize  men  nor  to  pass  judgment  on  the 
motives  of  men .  WTiether  people  who  have  changed  their  minds  suddenly  are  ac  taated 
by  motives  of  cupidity  or  motives  of  necessity  is  not  for  me  to  say.  One  thing  we  know, 
that  one  of  the  leading  iron  and  steel  companies  hitherto  joining  in  our  councilB,  learn* 
ing  from  us  our  intentionr*.  our  business,  our  methods^  our  clients,  our  customers,  every- 
thing of  benefit  and  interest  for  one  to  know  concernmg  his  neighbor,- has  suddenly,  for 
reasons  considered  good  by  those  in  charge,  given  notice  that  for  the  present  at  least  it 
is  not  desirable  to  cooperate  with  us." 

Mr.  Gary.  I  have  no  doubt  I  said  that,  in  substance. 
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Mr.  Babtlett.  It  is  fair  to  quote  from  something  else  which  you 
are  purported  to  have  said.     It  refers  to  price  cutting: 

I  have  urged  you  to  remember,  and  I  again  call  attention  to  the  fact,  that  when  you 
make  subatantial  redactions  in  your  pricea,  if  you  reduce  to  a  price  that  is  unfair  and 
unreasonable  and  you  make  so  small  a  profit  that  it  doe3  not  yield  you  a  fair  return  on 
your  investment  and  your  risk,  you  at  least  place  for  consideration  before  everyone 
the  possible  necessity  of  reducing  the  codt  of  production,  including  prominently,  if  not 
principally,  the  wages  which  you  are  paying,  or  may  be  allowed  to  pay,  to  tne  man  or 
the  men  in  your  employ.  Do  not  forget  that  the  laboring  men — the  employees  of  the 
corporations — ^have  more  at  risk,  when  these  questions  are  considerea  of  reducing 
prices  below  what  is  reasonable  and  fair,  than  the  employer.  You  have  no  right  to 
run  the  risk  of  being  compelled  to  put  their  wages  below  what  they  ought  to  be  unless 
you  are  driven  to  it,  ana  I  hope,  under  the  present  circumstances,  gentlemen,  that 
whatever  may  be  done,  or  whatever  may  happen  as  a  result  of  present  conaiuons,  you 
will  not  reduce  the  wages  of  your  employees  until  you  feel  it  is  an  absolute  necessity 

to  do  80. 

Mr.  Gabt.  I  said  that.  I  believe  it.  I  think  yoti  will  find  at  one 
of  these  dinners  which  has  been  referred  to  the  principal  topic  for 
discussion — the  substance  of  most  of  the  speeches,  at  least — related 
to  the  welfare  of  employees.  I  am  very  sure  it  did.  I  do  not  think 
the  question  of  prices  was  hardly  referred  to. 

Mr.  Beall.  In  this  statement,  Judge,  you  said: 

It  was  the  unanimous  opinion  that  cooperation,  as  heretofore  fully  explained,  should 
be  continued. 

I  quote  that  from  the  New  York  World. 

Mr.  Oabt.  I  think  that  is  true. 

Mr.  Beaix.  This  article  in  the  World  says,  further: 

Opinions  were  expressed  that  recent  developments  seem  to  require  some  change  in 
prices.  Subsidiary  companies  of  the  United  States  Steel  Corporation  have  decided  to 
make  adjustments  to  become  effective  June  1,  and  it  is  believed  these  will  be  genei^ 
ally  followed. 

Do  you  know  whether  the  action  of  the  United  States  Steel  Corpo- 
ration has  been  generally  followed  or  not  by  competing  concerns  ? 

lub*.  Oabt.  I  uiink  it  has,  and  perhaps  a  little  more  than  followed 
by  some.  I  do  not  see  how  any  of  the  others  could  keep  their  prices 
up  after  we  reduced  ours.  As  I  said  before,  it  is  pretty  easy  to  reduce 
prices.  That  is,  if  even  a  small  manufacturer,  if  he  is  a  substantial 
conopetitor,  reduces  his  prices,  of  course  the  others  reduce  theirs. 

Mr.  Beall.  On  page  24  there  is  a  little  statement  from  you. 

Mr.  Oabt.  Of  wnat  meeting  ? 

Mr.  Beall.  This  is  all  of  the  meeting  of  January  11,  1911.  I  read 
as  follows: 

I  only  want  to  call  attention  to  the  exact  facts  here  so  as  to  make  it  certain  that  none 
of  us  will  unintentionally  misrepresent  the  facts.  In  respect  to  some  commodities,  I 
am  sure  at  the  })resent  tmie  they  are  too  low .  One  other  thought.  I  agree  with  all 
that  has  been  said  by  Mr.  Tonping  and  Mr.  Felton  and  others  concerning  Mr.  Farrell. 
You  know  about  how  proud  1  am  of  the  fact  that  he  is  not  only  loyal,  but  that  he  is 
enthusiastic  with  reference  to  this  policy  of  maintenance  of  higher  prices,  particularly 
such  cooperation  as  advances  the  interests  of  all  concerned. 

Mr.  LiNDABUBY.  That  is  in  the  middle  of  the  sentence,  where  you 
have  stopped. 
Mr.  Beall.  I  will  read  ont* 

And  yet  we  may  unintentionally^  by  inference,  some  of  us,  in  referring  to  him  do 
an  injustice  to  Mr.  Corey,  and  as  he  is  not  present,  I  think  I  am  justified  in  saying  that 
none  of  you  I  am  sure  will  say  nor  do  you  think  that  in  a  single  mstance  did  Mr.  Corey 
ever  give  you  hia  word  conceminfir  wliat  he  intended  to  do  without  keeping  that  word 
to  the  letter. 
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Mr.  Gary.  I  believe  there  is  one  word  there  that  was  not  in  the 
speech,  but  I  do  not  Imow  that  it  is  at  all  important. 

Mr.  Beall.  What  word  is  that  ? 

Mr.  Gary.  That  is  the  word  ''higher."  It  reads:  "The  mainte- 
nance of  higher  prices.'' 

Mr.  Beall.  It  says:  ''With  reference  to  this  policy  of  maintenance 
of  higher  prices.'' 

Mr.  Gary.  Yes.  I  do  not  know  what  that  would  mean  or  could 
mean,  and  I  do  not  believe  I  ever  said  it.  I  believe  it  is  either  a 
typographical  error  or  a  stenographic  error,  because  you  will  find  the 
contrary  of  that  expression  in  man^  of  my  statements. 

Mr.  Beall.  While  I  think  about  it,  did  you  get  any  cablegrams  at 
that  dinner  ? 

Mr.  Gary.  What  is  the  question  ? 

Mr.  Beall.  Did  you  get  a  cablegram  from  Mr.  Schwab  1 

Mr.  Gary.  Yes,  there  was.     Is  it  in  here? 

Mr.  Beall.  It  is  printed  here,  at  page  6: 

Grary,  Chairman,  Steel  Corporation^  New  York.  Sorry  can  not  be  with  you  at  dinner 
to-night.  Hope  each  will  see  advisabilitv  of  maintaining  present  situation »  as  I 
believe  active  demand  near  at  hand,  and  change  will  delay. 

Mr.  Gary.  Yes;  that  is  maintaining- 


Mr.  Beall.  Do  you  understand  that  means  change  in  prices? 

Mr.  Gary.  No;  maintaining  a  disposition  to  cooperate. 

Mr.  Beall.  Did  not  that  word  ** cooperate''  carry  with  it  the  idea 
of  maintaining  prices  ? 

Mr.  Gary.  No ;  it  did  not. 

Mr.  Beall.  Would  a  rise  in  prices  have  affected  or  altered  the 
spirit  of  cooperation  ? 

Mr.  Gary.  Well,  I  would  hope  that  neither  a  rise  nor  a  fall  would 
prevent  cooperation.  But.  you  see,  at  this  last  luncheon  referred  to, 
notwithstanding  the  Repuofic  had  decreased  their  prices  materially, 
and  therefore  it  would  seem  to  anyone  necessary  to  decrease  their 
prices,  yet  I  still  hope  for  the  cooperation  of  the  steel  people — that  is, 
the  rest  of  us  coming  together  and  dealing  with  one  another  frankly 
and  telling  them  about  our  business  and  what  we  were  doing. 

Mr.  Beall.  Who  was  Mr.  E.  A.  S.  Clarke  ? 

Mr.  Gary.  He  is  the  president  of  the  Lackawanna  Steel  Co. 

Mr.  Beall.  About  the  middle  of  page  25  Mr.  Clarke  is  quoted  as 
saying : 

While  I  think  it  is  well  to  coach  saleismen,  we  munt  put  into  them  the  very  spirit  I 
think  we  all  have  here,  that  we  are  in  honor  bound  not  to  chan^  our  prices  without 
letting  the  other  man  know  it,  because  then  the  salesman  knows  Uiat  he  nas  an  answer 
to  give  to  that  proposition. 

Mr.  Gary.  Is  not  that  fair  ?    If  the  price  Ust  of  any  company  is 

f published;  and  it  is  well  understood  that  it  is  charging  certain  pnces 
or  certain  commodities,  is  it  not  perfectly  fair  for  him,  when  he 
proposes  to  change  those  prices,  or  when  he  does,  not  when  he  pro- 

{)oses,  perhaps,  but  when  ne  does  change  those  prices,  is  it  not  per- 
ectly  lair,  it  he  is  meeting  the  others  from  time  to  time,  to  say  to 
them:  **My  prices  are  .changed.  I  have  sent  out  a  different  price 
list,*'  so  that  everybody  shall  have  the  same  opportunity?  That  is 
the  only  way,  you  see,  that  about  fair  co»-duct  D^tween  th<^  different 
people  can  be  brought  about. 
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Mr.  Beall.  Is  it  jBxpected,  among  the  gentlemen  who  attend  these 
dinners,  that  before  they  put  into  enect  any  change  of  price  upon  an^ 
of  their  commodities,  the^  are  in  honor  bound  to  advise  all  of  theu: 
conipetitors  of  that  intention  ? 

Mr.  Gary.  I  would  not  say  it  is;  no.  At  the  same  time  I  would 
think,  on  the  part  of  one  of  our  companies,  if  it  had  a  price  list 
advertised,  that  if  it  decided  to  change  its  prices  it  would  be  only  fair 
to  publish  the  change  immediately  or  to  tell  other  competitors  what 
he  had  done  rather  than  to  leave  his  price  list,  as  pubhshed,  uncon- 
tradicted, and  then  quietly  go  to  work  and  imdersell  or  sell  below 
that  price  list,  and  in  that  way  attempt  to  £;et  awav  the  business 
which  would  naturally  go  to  his  competitor.    Tnat  is  wnat  this  means. 

Mr.  Beall.  Who  is  Mr.  C.  S.  Price  ? 

Mr.  Gabt.  C.  S.  Price  is  president  of  the  Cambria  Steel  Co. 

Mr.  Beall.  That  is  a  competitor,  to  some  extent,  of  the  United 
States  Steel  Corporation  ? 

Mr.  Gabt.  It  is. 

Mr.  Beall.  I  read  from  about  the  middle  of  page  26 : 

I  will  only  speak  of  the  business  situation  and  indorse  the  fact  that  I  consider  it 
very  inopportune  at  this  time  to  make  any  change  in  prices.  I  do  not  believe  that 
the  customer  wantb  it.  It  will  tend  to  destroy  stabilitv,  and  while  there  is  tJie  keen 
pressure  brought  to  bear  in  all  directions,  even  going  to  the  extent  of  untruths  to  accom- 
plish the  end,  I  think  we  would  all  see  a  repetition  of  what  occurred  in  the  Rprinf;  of 
1909,  not  more  than  a  month  or  so  later  than  this  period  of  the  year,  where  the  prices 
were  reduced,  and  business  was  not  stimulated,  and  prices  were  again  reduced  in  Ma^, 
2^  I  recollect,  and  the  market  thoroughly,  in  tne  meantime,  demoralized,  resulting  m 
wage  reductions  which  must  follow. 

And  then,  at  the  conclusion  of  the  speech,  after  stating  the  report 
about  somebody  cutting  prices,  he  says: 

I  believe  that  it  is  not  true,  and  I  prefer  not  to  believe  it.  I  therefore  say  that  in 
my  judgment  we  should,  to  use  the  expression,  ''Stand  pat."    [Applause.] 

Who  is  Mr.  A.  I.  Finley  ? 

Mr.  Gabt.  He  is  one  of  the  editors  of  the  Iron  Age. 

Mr.  Beall.  He  is  not  connected  in  any  direct  way  with  the  pro- 
duction of  steel  ? 

Mr.  Gary.  No.  I  think  the  editors  of  the  trade  papers  have 
generally  been  present. 

Mr.  Beall.  Who  is  Mr.  James  H.  Hoyti 

Mr.  Gabt.  He  is  a  lawyer. 

Mr.  Beall.  Has  he  any  connection  in  any  way  with  any  of  the 
steel  o]^anizations  ? 

Mr.  Gabt.  No;  except  as  a  lawyer.  He  is  a  Clevelalid  lawyer. 
I  am  not  sure  whether  he  is  connected  with  any  of  the  steel  companies 
or  not.     I  guess  not.     He  is  attorney  for  the  rittsburg  Steamship  Co. 

Mr.  Young.  Is  he  attorney  for  Pickauds,  Mather  &  Co.  ? 

Mr.  Gabt.  He  may  be. 

Mr.  Young.  Or  for  the  Cleveland  Cliffs  Iron  Mining  Co.  ? 

Mr.  Gabt.  Quite  likely. 

Mr.  Beall.  Let  me  quote  from  Mr.  Hoyt,  at  page  30,  and  see  if 
you  indorse  it. 

We  have  rather  a  curious  condition  of  affairs  in  this  country  at  present.  I  am 
hopeful,  however,  that  things  will  right  themselves.  They  do  things  better  not  onlv 
in  France  but  in  Canada.  There  has  been  a  decision  rendered  very  lately  which 
will  be  of  interest  to  you  gentlemen.  They  have  an  act  of  Parliament  there  which 
u  somewhat  similar  to  the  Sherman  antitrust  act,  if  anything  thing  can  be  similar 
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to  that  incomprehensible  act.  The  grocers  of  Toronto  had  been  selling  goods  con- 
siderably under  cost  in  a  desire  to  get  business,  which  was  ruining  them  all.  They 
boldly  met  together  and  entered  into  an  agreement  and  fixed  prices  with  a  penalty 
clause,  and  of  course  the  consumer,  who  always  wants  a  thing  at  less  than  he  ought 
to  get  it,  immediately  took  umbrage.  The  judge,  in  interpreting  that  act,  said  toat 
the  Parliament  had  passed  that  act  primarily  for  the  benefit  of  the  consumer;  that 
Parliament  could  not  mean  by  the  passage  of  any  such  act  that  the  consumer  was 
to  receive  the  benefit  at  the  cost  eiuier  of  the  merchant  or  the  manufactiuer;  that 
the  merchant  and  manufacturer  must  be  entitled  to  receive  cost  and  a  fair  profit  on 
their  wares;  that  if  the  act  meant  directly  or  indirectly  to  produce  any  otner  con- 
dition of  things  it  would  be  class  legislation  passed  in  favor  of  the  consumer,  and 
therefore  the  only  thing  for  the  court  to  determine  was  whether,  imder  this  agree- 
ment, the  prices  were  too  high,  and  if  they  were  not  too  high,  but  were  fair  anarea- 
sonable,  the  arrangment  made  by  the  grocers  of  Toronto  was  a  fair  and  reasonable 
and  proper  arranirement,  and  he  decided  in  that  case  that  the  prices  were  not  too 
high. 

Do  you  indorse  the  opinion  of  Mr.  Hoyt,  that  that  sort  of  a  sitTia- 
tion  would  be 

Mr.  Gary.  That  is  not  his  opinion.  That  is  the  opinion  of  the 
Canadian  court. 

Mr.  Beall  (continuing).  Would  be  preferable  to  operating  under 
the  Sherman  Anti-Trust  Act  t 

Mr.  LiNDABUBT.  Mr  Hoyt  does  not  say  that.  ^  He  says  they  do  it 
differently  in  Canada,  without  expressing  any  opinion. 

Mr.  Beall.  Hesavs;  "They do  things  better, not  onhrin  France, 
but  in  Canada."  He  says  they  do  things  not  only  differently,  but 
'^  better.'^ 

Mr.  LiNDABTTRT.  Very  well. 

Mr.  Gary.  Now,  you  asked  me  whether  the  decision  of  the  Cana- 
dian court 

Mr.  Beall.  I  asked  you  whether  the  condition  he  describes  there 
as  existing  in  Canada  is  preferable 

Mr.  LiNDABUBY.  I  obiect  to  that  question,  and  submit  that  it  is 
one  that  ought  not  to  be  asked  of  a  witness  and  that  the  witness 
ought  not  to  answer. 

The  Chairman.  Mr.  Lindabury,  I  would  say  this,  that  we  have 
heard  Judge  Gary,  not  only  as  a  witness  as  to  facts,  but  as  a  great 
financier.  Whetner  his  poUcy  with  reference  to  the  United  States 
Steel  Corporation  is  wise  or  unwise,  legal  or  illegal,  is  another  matter; 
but  we  have  heard  him  because  of  his  high  stanoing  and  his  experience 
indulge  in  many  digressions  with  reference  to  the  value  of  the  Sher- 
man antitrust  law,  in  a  philosophical  way,  and  it  is  a  matter  that  has 
attracted  the  attention  not  only  of  this  committee  but  of  the  country, 
and  I  am  sure  that  Judge  Gary — well,  I  will  not  say  that,  but  I  will 
say  Judge  Gary  is  privileged  at  tliis  time,  if  he  cares  to,  to  refrain 
from  expressing  an  opinion  with  reference  to  the  situation  described 
there,  or  not.  If  Judge  Garv  says  he  does  not  care  to  say  whether 
he  regards  that  situation  as  oetter  than  the  one  in  America,  or  does 
not  care  to  express  any  opinion  on  it,  I  would  suggest  to  my  learned 
colleague  that  he  do  not  press  the  question. 

Mr.  Lindabury.  I  call  attention  to  the  fact  that  what  is  here 
given  is  merely  the  result  of  this  Canadian  act  to  a  specific  case,  and 
from  that  Judge  Gary  is  asked  to  venture  an  opinion  as  to  the  com- 
parative merits  of  the  two  acts,  which  no  man  could  intelligently  do. 

Mr.  Beall.  He  can  refrain  from  answering  if  he  does  not  care  to 
express  his  disagreement  with  that  opinion. 


UNITBD  STATES  STEEL  COBPOBATIOK.  277 

Mr.  Gary.  I  have  not  any  opinion  about  it,  Mr.  Beall. 
Mr.  Beaix.  Either  in  agreement  or  disagreement  t 
Mr-  Gaby.  ffo. 

Mr.  Beall.  Let  me  quote  further  from  Mr.  Hoyt.  I  read  from 
page  31: 

Of  course  this  putting  gentlemen  in  jail  for  innocently  doing  what  they  think  they 
have  a  right  to  do  works  two  ways.  It  might  result  not  in  benefit  to  the  one  who  is 
disciplined.  I  remember  a  story  which  I  told  to  Mr.  Perkins  the  other  day  of  the 
mother  who  attempted  to  correct  her  child ,  and  finally  told  her  if  she  was  not  eood  she 
would  shut  her  in  the  closet.  Well,  the  child  was  shut  in  the  closet,  and  the  door  was 
closed,  and  presently  the  mother  began  to  be  alarmed,  the  child  was  so  mlent  in  there, 
90  she  opened  the  door  and  said:  '^Dorothy,  you  may  come  out.''  But  the  child  said: 
*'I  do  not  want  to  come  out;  I  had  rather  stav  here.  I  have  spit  on  your  ball  dress: 
that  is  what  I  have  done.  I  have  spit  on  it  and  I  have  opened  your  new  hat  box  and  X 
have  spit  on  the  plumes,  and  I  have  spit  on  your  nigh  too  wn,  too,  and  on  yoiu*  new  ^oes 
and  now  I  am  waiting  for  more  spit.'^  (Laughter  and  applause.)  When  you  begin  to 
lock  up  business  men  in  this  country  and  prevent  the  exercise  ot  their  functions,  they 
may  be  silently  waiting  for  more  spit.  Now,  as  has  been  said  by  Mr.  Perkins,  the  great 
thing  is  what  me  Supreme  Court  is  going  to  do. 

Then  he  quotes  poetry. 

Who  is  Mr.  I.  M..  Scott  ? 

Mr.  LiKDABUBY.  What  is  the  question  of  which  this  is  the  prelude  ? 

The  Chairman.  He  does  not  have  to  ask  a  question. 

Mr.  Beall.  I  am  simply  calling  Judge  Gary's  attention  to  some  of 
of  the  charming  and  admirable  things  that  were  said  at  one  of  these 
dinners,  which  evoked  much  laughter  and  applause. 

Mr.  !6abtl£TT.    It  is  an  old  story. 

Mr.  Gaby.  Mr.  Hoyt  is  a  good  speaker  and  tells  a  story  very  well^ 
and  I  have  no  doubt'  that  I  laughed;  with  the  rest  of  them,  at  that 
old  story. 

Mr.  BsALL.  Who  is  Mr.  I.  M.  Scott  ? 

Mr.  Gaby.  He  is  president  of  the  La  Belle  Co. 

Mr.  Beall.  I  read  from  page  36.    He  said: 

Speaking  for  our  company,  we  are  in  favor  of  maintaining  the  situation.  Logically* 
I  do  not  consider  that  tnere  is  anything  else  to  do. 

What  did  you  understand  by  "maintaining  the  situation*'? 

Mr.  Gaby.  I  do  not  know  that  I  could  answer  that. 

Mr.  Beall.  Who  is  Mr.  A.  F.  Huston  ? 

Mr.  Gaby.  He  is  president  of  the  Lukens  Iron  &  Steel  Co. 

Mr.  Beall.  Along  toward  the  top  of  page  38  I  read  as  follows: 

We  are  all  of  the  same  opinion  about  the  maintenance  of  prices.  I  heard  Uie  remark 
made  by  a  prominent  steel  man  last  month.  'He  said  he  had  never  seen  a  genuine 
boyinjg  movement  without  first  a  decided  drop  in  prices  to  stimulate  it.  I  have  been 
thinking  of  that  a  geod  deal  since.  He  probaoly  never  saw  anything  else  in  the  past. 
I  do  not  remember  at  any  time  when  a  genuine  buying  movement  started  when  there 
was  not  a  drop  in  the  price,  before  we  stood  together. 

It  struck  me  that  that  was  a  significant  expression. 

Mr.  LiNDABUBY.  Would  you  mmd  reading  the  next  sentence  ? 

Mr.  Beall.  I  will  acconmiodate  you. 

There  always  was  a  wild  scramble  for  business  whenever  conditions  got  as  they  are 
to-day. 

Mr.  Gaby.  Of  course  he  meant  to  say  that  all  of  his  people  were 
in  favor  of  maintaining  prices,  and  he  meant  to  say  that  the  steel 
people  should  continue  to  cooperate.  I  could  not  put  any  other  mean- 
mg  on  it.     I  have  no  doubt  that  is  what  he  meant  to  say. 
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Mr.  Beall.  Did  you  not  understand  that  the  ''standing  together" 
related  to  the  maintenance  of  prices  1 

Mr.  Gaby.  No;  I  did  not.  1  understood  that  it  meai^t  the  coopera- 
tion, the  meeting  together,  the  disclosure  of  our  business. 

Mr.  Beall.  Who  la  Mr.  F.  S.  Witherbee  ? 

Mr.  Gary.  He  is  the  president  of  an  iron  company. 

Mr.  Beall.  At  the  bottom  of  page  42  and  the  top  of  page  43  appears 
the  following: 

I  was  very  much  impressed  this  fall  in  visiting  Germany  and  having  the  opportunity 
to  discuss  matters  with  a  verv  prominent  iron  and  steel  manufacturer  in  that  country. 
He  said  that  while  we  had  the  best  plants  and  the  lanest  output,  etc.,  that  the  one 
glaring  weakness  with  us  in  this  country  was  the  lack  of  stability  in  prices.  He  said: 
"You  never  can  succeed  permanently  in  maintaining  prices  unless  you  meet  te- 
quentlv  together.  Now,"  ne  said,  "the  reason  we  in  England,  Germany,  France, 
and  Belgium  succeed  in  maintaining  prices  and  stoppine  fluctuations  is  largely  because 
we  meet  frequently  and  get  together."  Now,  I  told  him,  which  I  am  veiy  glad  to 
repeat  here  to-nieht,  that  we  were  getting  closer  together,  thanks  to  Judge  (wy  and 
otners,  by  these  frequent  dinners  and  meetings  that  we  have  had,  and  tiiat  we  aie 
no  longer  isolated  as  we  were  a  few  years  ago.  We  are  getting  together  and  studving 
our  differences,  and  in  a  very  short  time  1  think  we  can  meet  the  criticism  of  our 
German  friend  as  to  lack  of  stability  in  prices.  Judge  Gary  and  others  started  the 
movement  by  making  the  prices  of  rails  practically  stable,  and  there  is  no  reason,  it 
strikes  me,  why  in  time  we  should  not  make  the  prices  of  other  articles  we  manu- 
&cture  quite  as  stable  as  rails  are  to-day  or  certainly  much  more  than  they  have  been 
in  the  past.  I  want  here  to  publicly  acknowledge  to  Judge  QBry  my  personal  grati- 
tude for  what  he  has  done  toward  that  end.    [Applause.] 

There  has  not  been  any  fluctuation  since  1899,  has  there? 

Mr.  Gaby.  Probably  1901,  but  that  is  not  important. 

Mr.  Beall.  Ten  years. 

Mr.  Gary.  Not  very  much. 

Mr.  Beall.  Mr.  Witherbee  expressed  the  hope  that  as  a  result  of 
those  meetings  and  meeting  frequently  together  that  the  time  will 
come  when  the  prices  of  jother  articles  of  manufacture  toight  be  main- 
tained at  the  same  degree  of  stability  t 

Mr.  Gaby.  No  doubt  he  hoped  for  that ;  that  would  be  ideal  but^ 
xmfortunately,  impracticable. 

Mr.  Beall.  Who  is  Mr.  Dupuy  ? 

Mr.  Gaby.  He  is  the  president  of  the  Crucible  Steel  Co.  of  Pittsburg. 
I  think  that  is  the  only  meeting  he  has  ever  attended. 

Mr.  Beall.  Does  that  company  compete  with  your  corporation  in 
any  way  1 

Mr.  Gaby.  I  do  not  think  it  competes  with  any  of  the  others. 

Mr.  Beall.  Mr.  Dupuy  said^ 

I  think  the  spirit  of  cooperation  is  a  splendid  one.  We  will  strictly  adhere  to  that 
idea.    [Applause.] 

Who  is  Mr.  Dayid  Reeves  ? 

Mr.  Gaby.  He  is  the  president  of  the  Phoenix  Iron  Co. 

Mr.  Beall.  He  says  on  page  45: 

I  am  heartily  in  accord  with  the  spirit  that  brings  us  together  frequently  at  these 
conferences,  and  I  think  the  policy  that  we  have  been  pursuing  is  wonderfully  vindi- 
cated now  that  we  are  producing  only  50  per  cent  of  our  capacities  and  no  great 
demoralization  in  many  lines  has  followed.  I  think  we  are  to  be  congiatulatM  in 
having  a  wise  policy  laid  out  for  us  and  having  followed  it  so  well.    [Applause.] 

What  did  he  mean  by  saying — 

I  think  we  are  to  be  congratulated  in  having  a  wise  policy  laid  out  for  us? 
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Mr.  Gabt.  I  should  think  he  referred  largely  to  what  I  had  said 
in  the  few  informal  talks  I  had  given  at  different  times.  That  would 
be  my  impression,  although  I  do  not  know.  I  do  not  think  it  is  true 
that  his  concern  was  operating  only  50  per  cent  of  its  capacity,  but 
I  think  it  was  operating  considerable  more  than  that;  but  the  busi- 
ness offered  in  the  country  was  only  about  50  per  cent  of  the  capacity 
of  the  country  and  so  he  took  that  as  a  basis,  perhaps. 

Mr.  Beall.  Who  is  Mr.  I.  A.  Kelly  ? 

Mr.  Gary.  He  is  the  president  of  some  company,  I  have  forgotten 
the  name,  the  Ashland  oteel  Co.,  of  Ashland,  Ky. 

Mr.  Beall.  At  the  top  of  page  46  he  says: 

I  heartily  coopeiate  in  everything  that  haa  been  said  here  to-night,  and  so  far  aa 
our  compiuiy  is  concerned  we  are  ready  and  willing  to  still  cooperate  to  do  what  we 
can  to  maintain  prices.    [Applause.] 

Do  you  not  think  that  running  through  all  these  speeches  that 
were  made  at  the  banquet  the  idea  was  to  bring  about  such  a  condi- 
tion, without  going  into  any  iron-clad  agreement,  to  bring  about  a 
condition  where  no  man  who  attended  would  feel  in  honor  that  he 
could  take  any  action  tending  to  the  lowering  of  prices  in  steel 
products  ?  Do  you  not  think  that  is  just  as  effective  as  an  agreement 
signed  and  sealed  by  all  those  who  attended  the  dinner? 

Mr.  Gaby.  It  is  not,  or  anything  like  that.  It  is  not  effective;  it  is 
influential.  These  meetings  were  calculated  to  influence  people  to 
maintain  their  prices.  There  is  no  doubt  of  that,  but  as  I  understand 
the  vice  of  the  law  is  in  obligating  people  to  maintain  prices,  in  pre- 
venting absolute  freedom  on  the  part  oi  each  one  to  do  as  he  pleases. 
I  think  the  vice  in  conduct  which  is  unlawful  is  found  in  the  release 
of  one's  freedom  to  do  exactly  as  he  pleases.  It  was  intended  to 
influence  people  so  far  as  we  legitimately  could  to  maintain  fair 
prices,  eacn  one  for  himself  using  ms  best  judgment,  after  full  knowl- 
edge of  the  business  of  all. 

You  will  see  where  I  have  said  at  different  times  exactly  what  I 
had  in  mind  what  we  would  do  and  what  we  would  not  do.  That  was 
the  cardinal  doctrine. 

Mr.  LrmJSTON.  Did  I  understand  you  to  say  that  3'^ou  considered 
that  the  Sherman  antitrust  law  did  not  mean  a  contract  or  agree- 
ment unless  it  was  one  that  was  enf orcible  by  either  party  ? 

Mr.  Gabt.  No;  I  would  not  say  that.  No;  I  think  an  agreement 
to  maintain  prices  even  though  you  could  not  enforce  it  would  be 
contrary  to  the  Sherman  antitrust  law;  but  I  think  that  if  two  or 
^ee  of  U3  should  come  together  and  say:  '*We  will  tell  you  what  we 
are  doing  all  the  time,  we  will  not  agree,  but  we  will  hot  change  it, 
and  if  we  change  we  will  notify  you.  We  will  not  put  ourselves  in  a 
position  where  our  freedom  to  do  as  we  please  is  in  any  respect 
abridged,  but  we  would  like  to  have  fair  prices  maintained,  ^e  tiiink 
it  is  for  the  best  interests  of  all  concerned,  ourselves  and  our  employ- 
ees and  customers,  to  maintain  fair  prices  and  to  prevent  resort  to 
tricks  in  the  trade  calculated  to  unfairly  and  indecently  get  business 
away,  which  always  results  in  destructive  competition."  I  think 
that  is  all  perfectly  legitimate  in  view  of  the  Sherman  antitrust  law. 
That  has  been  mv  idea.  I  will  be  very  glad  to  have  the  opinion  of 
Mr.  Littleton  or  Judge  Bartlett  or  anyone  else  on  that  subject.  Cer- 
tainly, if  I  thought  it  was  wrong  or  that  we  were  doing  anything 
wrong,  I  would  not  continue  it  for  one  moment. 
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Mr.  Littleton.  Suppose,  Judge  Gary,  tliat  we  agree  that  the  Sher- 
man antitrust  law  would  forbid  an  a^eement  to  maintain  prices,  if 
you  had  entered  into  one  at  one  of  these  dinners.  I  think  that  could 
not  be  disputed  ? 

Mr.  Gary.  No,  sir. 

Mr.  Littleton.  Now,  suppose,  Judge  Gary,  you  came  together 
and  by  foreclosure  of  the  situation  each  to  the  other  by  this  mutual 
and  well-intentioned  cooperation  of  which  you  speak  the  same  result 
is  accomplished,  to  wit,  the  maintenance  of  prices^  the  object  which 
the  Sherman  antitrust  law  sought  to  prohibit  has  been  accomplished, 
has  it  not  ? 

Mr.  Gary.  No,  sir;  I  do  not  think  it  has. 

Mr.  Littleton.  You  think  that  the  Sherman  antitrust  law  was 
directed  at  the  acreement  rather  than  the  result  of  the  agreement? 

Mr.  Gary.  I  tnink  so;  I  do,  really. 

Take  the  case  of  two  blacksmitns,  for  instance,  and  they  come 
down  the  sidewalk  together  in  a  village  town  every  day;  one  Uvea  on 
one  side  of  the  street  an'd  the  other  on  the  other  side,  and  one  says  to 
the  other:  ^ ' What  are  you  charging  for  shoeing  horses  t  I  am  chaiig- 
ing  a  certain  price.''  The  other  says:  ^'Wefl,  I  am  charciiijg  that 
same  price,"  and  that  is  all  that  takes  place,  and  the  resmt  it  that 
they  maintain  those  prices.  I  do  not  believe  that  that  would  be  a 
violation  of  the  Sherman  antitrust  law.  It  does  not  seem  to  me  that 
it  is  intended  to  prevent. that.  The  result  is  just  the  same  as  though 
they  had  agreed. 

Mr.  Littleton.  But  would  not  that  be  because  there  was  no  agree- 
ment either  express  or  implied  between  them  ? 

Mr.  Gary,  rerhaps  it  would. 

Mr.  Littleton.  If,  by  foreclosure  of  the  situation  of  each  to  the 
other,  and  if  by  this  mutual  and,  I  will  say,  well-intentioned  cooperation 
and  meetinjg  together,  and  if,  by  the  experience  of  conference,  each 
understandmg  me  other,  it  mignt  not  come  to  a  common  point  with 
a  common  purpose,  each*^obhged  by  his  natural  sense  of  honor — should 
feel  obhged  to  maintain  prices,  does  not  that  bring  about  the  same 
result  as  if  there  were  an  agreement  ? 

Mr.  Gary.  No;  it  does  not  bring  about  the  same  result. 

Mr.  Littleton.  So  far  as  the  enect  on  the  trade  is  concerned  f 

Mr.  Gary.  No  ;  it  does  not  by  a  good  deal. 

Mr.  Littleton.  Perhaps  I  did  not  add  one  condition;  suppose  they 
did,  then  it  does  accomplish  the  same  purpose  ? 

Mr.  Gary.  Of  course  if  you  and  I,  knowing  exactly  what  the  other 
is  doing  from  time  to  time,  continue  to  do  that  same  thing,  then  the 
result  is  the  same  as  if  you  and  I  agree  to  do  that. 

Mr.  Littleton.  You  will  recall — ^I  do  not  recall  it  exactly — one  of 
Mr.  Lincoln's  favorite  illustrations  that  if  four  men  in  four  counties 
each  whittled  on  a  piece  of  wood  for  four  or  five  days  and  met  at  the 
county  seat  and  put  their  pieces  of  wood  on  a  table  and  they  all  fitted 
with  each  other  that  he  would  ask  nobody  to  furnish  him  with  any 
evidence  of  the  fact  that  they  had  had  an  agreement  in  advance  tliat 
they  would  all  whittle  in  a  certain  direction  and  tihat  they  would  meet 
there,  and  he  thought  that  was  the  highest  authority. 

Mr.  Gary.  I  am  not  familiar  with  that.  I  am  certain  in  our  case 
the  sticks  do  not  fit.  They  never  have  fitted;  they  have  never  been 
like  anything  else. 
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Mr.  Littleton.  Although  there  has  been  a  good  deal  of  whittling  t 

Mr.  6abt.  Although  there  has  been  a  good  deal  of  whittling,  but 
that  is  the  trouble,  they  have  been  whittling  at  raiidom  more  or  less 
by  trying  to  keep  posted  with  one  another's  whittling.  That  is  a 
very  apt  illustration  and  I  am  very  glad  it  has  been  suggested. 

Ine  Chairman.  Jud^e  Gary,  you  spoke  of  things  on  several 
occasions  being  at  vanance  with  that  of  other  gentlemen  connected 
more  or  less  directly  with  this  business;  for  instance,  what  Mr. 
Morgan  thought  and  what  you  thought  of  the  effect  of  the  threatened 
competition  by  Mr.  Carnegie  1 

Mr.  Gaby.  1  do  not  think  I  said  that. 

The  Chatrman.  That  occurred  before  the  Ways  and  Means  Com- 
mittee, and  I  will  not  go  back  to  it. 

Now,  there  is  a  difference  of  opinion  between  yourself  and  persons 
generally  to  the  effect  that  these  convenings  or  meetings  or  dinners 
or  whatever  they  are  called  upon  trade.  Is  not  it  the  consensus  of 
opinion  in  this  country  and  m  Europe  that  the  purpose  of  these 
dinners,  the  effect,  was  to  maintain  prices  at  a  given  and  known  level  ? 

Mr.  Gabt.  No,  sir. 

The  Chaibman.  I  will  call  your  attention  to  a  statement  purporting 
to  come 

Mr.  Gaby  (interposing).  The  intention  has  been  and  the  effect 
has  been  to  maintain  reasonable  pricse  more  or  less  all  the  time  on 
the  part  of  those  connected  with  it.  I  have  hoped  that  it  would  be 
very  extensive  and  at  some  times  I  have  thought  it  was,  but  the  results 
have  not  been  like  they  would  have  been  if  there  had  been  an  agree- 
ment  with  a  penalty  such  as  used  to  be  made  before  I  came  into  the 
business  at  all. 

The  Chaibman.  I  am  moved  to  ask  this  Question  by  an  interview, 
a  special  to  the  Washington  Post,  publishea  in  all  the  papers  of  the 
country,  a  special  cablegram  interview  with  Mr.  Carnegie,  in  which 
he  hails  Judge  Gary — I  am  reading  the  headline — as  the  ''commander 
of  the  industrial  world,"  etc.    In  that  interview  he  said: 

Judge  Gary  knows  thdt  the  meetings  held  of  steel  manufacturers  had  no  aim  other 
than  to  maintain  prices,  and  that  the  people  would  never  tolerate  such  monopoly. 
He  proves  his  greatness  hy  holdly  meeting  the  issue.  He  bridges  the  chasm  and 
deserves  great  credit  for  going  to  the  root  of  tne  diseases  and  adopting  the  only  remedy  • 

Mr.  Gaby.  I  would  use  his  own  expression,  "who  will  guarantee  the 
guarantor." 

The  Chaibman.  Judge  Gary,  you  keep  up  with  the  iron  industry 
of  the  world;  you  are  Bound  to  do  that— that  is,  you  know  about  it 
and  what  they  are  charging  for  similar  products  all  over  the  world  f 

Mr.  Gabt.  I  know  more  or  less  about  it.  At  the  time  of  the 
meeting  of  the  Wavs  and  Means  Committee  I  took  some  pains  to  post 
myself  with  r^ard  to  the  cost  of  production  in  different  countries* 

The  Chaibman.  What  is  the  leading  iron  and  steel  journal  pub- 
lished in  Germany  which  corresponds  to  the  Iron  Age  pu  olished  here  ? 

Mr.  Gaby.  I  do  not  know.  * 

The  Chaibman.  I  will  ask  you  if  the  paper  published  by  the  Society 
of  German  Iron  Metallurgists  in  Dusseldorf ,  uermany — I  have  before 
me  the  seventh  edition — is  not  an  acknowledged  authority  ? 

Mr.  Gabt.  I  can  not  answer  that  question;  I  do  not  know. 

The  Chaibman.  Have  you  never  read  it  ? 

Mr.  Gabt.  Is  it  in  German  ? 

17042— Mo. 
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The  Chairman.  Yes,  sir. 

Mr.  Gabt.  Then  there  is  good  reason  why  I  have  not  read  it. 

The  Chairman.  You  have  heard  of  the  publication  f 

Mr.  Gary.  I  do  not  know  that  I  have,  but  that  would  not  be 
surprising. 

The  Chad^ean.  I  do  not  know.  I  understand  that  it  is  an  ablj 
written  article  and  I  know  that  Judge  Gary  must  be  well  advised  of 
this  great  business  of  which  he  is  the  head.    I  wish  to  quote  you 

Mr.  Gary  (interrupting).  Quote  me? 

The  Chairman.  Quote  to  you  from  this  ably  written  article. 

Mr.  Bartlett.  Will  you  read  it  in  German  ? 

The  CHAiRBiAN.  No,  sir;  I  will  not. 

The  translator  has  used  this  word — I  would  say  various  steel  "con- 
ventions," but  the  translator  has  used  the  word  "kartdls." 

It  says : 

The  ateel  truBt  was  oiganized  in  1901  irom  a  number  of  large  eteel  works,  of  which 
the  Oamegie  Steel  Co.  of  New  Jersey  was  the  largest.  The  Steel  Trust  is  a  pure  holding 
company,  with  a  capital  stock  of  11,100,000,000  and  1600,000,000  of  bonds.  Its  share  is 
60  per  cent  in  the  total  steel  production  and  70  per  cent  in  wire  rods  and  wire  nails 
production. 

Is  that  a  correct  statement  of  the  affairs  of  your  concern  ? 

Mr.  Gary.  I  have  given  you  the  facts. 

The  Chairman.  I  do  not  remember  them.    That  is  fairly  correct ! 

Mr.  Gary.  That  is  exagj^erated. 

The  Chairman.  It  continues: 

Outside  of  this,  it  has  so-called  ^'gentlemen's  agreements"  with  its  competitors  in 
regard  to  various  products;  that  is,  undeistandings  have  heen  reached  which  are 
kept  efifective  in  the  regular  steel  conferences.  That  such  enormous  concerns  have 
immense  advanta^  in  the  reduction  of  cost  of  production  and  opezation  is  self-evi- 
dent, and  of  great  miportance  in  the  development  of  our  German  iron  industry.  Some 
years  ago  experts,  as  well  as  others,  engaged  themselves  with  the  question  oi  Govern- 
ment regulation  of  out  kartelk,  etc. 

Mr.  Gary.  Would  you  like  to  have  me  admit  or  deny  it  ? 

The  Chairman.  Have  you  any  idea  how  this  impression  became  so 
generally  disseminated  that  these  dinners  have  some  direct  or  indi- 
rect effect  upon  prices  ? 

Mr.  Gary.  How  could  I  know  anything  about  it  ?  Of  course  I  do 
not. 

The  Chairman.  Judge  Gary,  you  have  surprised,  perhaps^  and 
certainly  interested  the  political  economists  of  this  continent  m  the 
announcement  of  a  theory  of  Government  regulation  of  prices  for 
the  commodities  of  interstate  commerce.  Is  that  an  origmal  idea, 
or  has  it  ever  been^  to  a  de^ee,  tried  in  foreign  countries  ? 

Mr.  Gary.  Has  it  been  tried  in  foreign  countries  1 

The  Chairman.  Yes,  sir.  Have  you  followed  up  the  history  of 
the  effort  to  put  into  practical  operation  in  Italy  and  Germany  and 
other  foreign  countries  the  theory  that  you  announced  here? 

Mr.  Gary.  I  have  not.  You  will  remember  that,  before  the  Ways 
and  Means  Committee  two  or  three  years  ago.  during  the  examination 
bv  Mr.  Clark,  I  said  that  I  was  in  favor  or  enfcMt^ed  publicity  and 
Government  control;  but  it  was,  perhaps,  rather  on  the  spur  of  the 
moment  that  I  said  that. 

The  Chairman.  Judge  Gary,  the  advantages,  as  I  understand  you. 
to  come  from  that  condition  of  affairs  would  be,  first,  uniformity  or 
conditions  of  delivery  ? 
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Mr.  Gaby.  Conditions  of  delivery  ? 

Tlie  CoAiRHAK.  Yes,  sir. 

Mr.  Ga&y.  I  do  not  know  just  what  you  kave  in  mind;  Mr.  Chair- 
man. 

The  Chaibman.  If  the  Govenunent  should  reflate  priceS;  for 
instance.  I  will  give  you  an  illustration.  What  is  the  pnce  of  steel 
rails? 

Mr.  Gaby.  $28  at  the  mill  is  the  normal  prioe;  that  is  about  the 
price. 

The  Chaibman.  At  the  mill  where  ? 

Mr.  Gaby.  The  manufacturing  point. 

The  Chaibkan.  You  charge  the  same  price  at  Chicago  as  at  Pitts- 
burp  at  the  mill  ? 

Mr.  Gaby.  Yes,  sir. 

The  Chaibman.  Is  there  not  a  difference  between  those  two  points 
of  $2  a  ton  ? 

Mr.  Gaby.  S2  or  more. 

The  Chaibman.  Do  you  charge  the  same  price  for  rails  at  the  mill 
in  Pittsburg  and  at  Chicago  ?  ' 

Mr.  Gary.  We  charge  the  same  at  Pittsburg  and  at  Chicago. 

The  Chaibman.  Do  you  mean  that  you  can  get  rails  at  Chicago  for 
the  same  price  as  at  Thompson's;  near  Pittsburg? 

Mr.  Gaby.  You  can. 

The  Chaibman.  Do  you  charge  the  same  price  for  rails  everywhere  ? 

Mr.  Gaby.  At  all  the  mills. 

The  Chaibman.  I  was  under  the  impression  that  there  was  a 
difference. 

Mr.  Gaby.  For  the  same  character  and  quality  of  rail. 

Mr.  Babtlett.  F.  o.  b.  ? 

Mr.  Gaby.  Yes,  sir. 

Tlie  Chaibman.  Who  pays  the  freight  where  the  rails  are  bought 
at  the  mill) 

Mr.  Gaby.  The  purchaser.  Of  course.  I  think  there  have  been 
some  s%ht  exceptions;  but  that  is  the  rule. 

The  (SiAiBMAN.  You  speak  of  selling  rails  for  a  less  price  abroad 
than  at  home.  Does  that  prevail  where  you  sell  your  rails  in  the 
possessions  of  the  United  States;  do  you  make  the  same  cuts  that 
you  do  to  other  countries ) 

Mr.  LiNDABUBY.  The  dependencies. 

Mr.  Babtlbttt.  The  Philippine  Islands,  Porto  Elco,  and  Panama? 

Mr.  Gaby.  I  can  not  answer  that  question  ofifhand.  I  think  not, 
but  I  am  not  certain  about  that.  I  would  have  to  post  myself  in 
regard  to  that. 

The  Chaibman.  Judge  Gar^,  when  a  person  buys  rails  to  be  shipped 
a  thousand  milesi  or  a  considerable  distance,  do  you  give  the  pur- 
chaser the  option  of  routing  the  rails) 

Mr.  Gaby.  I  think  the  purchaser  has  the  option. 

The  Chaibman.  I  will  ask  you  if  the  United  States  Steel  Corpora- 
tion sold  any  rails  in  1910  or  1911  to  the  Panama  Railroad  Co. 

Mr.  Gaby.  I  think  that  we  sold  some. 

The  Chaibman.  Do  you  know  what  you  charged  for  them  ? 

Mr.  Gaby.  I  do  not.  I  believe^  thouch.  that  we  were  brought  into 
competition  there  with  foreign  rails  ana  that  we  sold  them  at  a  little 
less  than  128  a  ton;  that  is  my  impression. 
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The  Chaibman.  I  will  ask  you  if  un  attempt  was  not  made  to  per- 
mit the  Panama  Railroad  Co.  to  buy  rails  ana  ships  and  transports  in 
the  open  market  and  that  some  of  our  wise  brethren  forbid  us  from 
doing  that? 

Mr.  Gaby.  I  can  not  answer  that  question. 

The  CHAmMAN.  I  want  to  call  your  attention  to  the  hearings 
before  the  Appropriations  Committee  concerning  the  estimates  for 
the  construction  of  the  Isthmian  Canal  for  the  fiscal  year  1912.  On 
page  92  appears  the  following: 

Gol.  Dbvol.  There  is  a  substantial  reduction  in  "tails  and  fasteninjn."  We 
expended  in  the  year  endingJune  30, 1910,  $495,990.95,  and  the  estimate  is  $389,080.20. 

The  Ckatrman  (then  Mr.  Tawney).  According  to  the  figures  here  you  expended  only 
$235,439.53? 

Ck)l.  Dbyol.  Those  figures  can  not  be  depended  ui>on. 

Mr.  FrrzoBRALD.  How  much  do  you  pay  for  the  rails? 

Ool.  Dbyol.  $31.35  for  rails  delivered  at  c.  i.  f .  at  Colon. 

Mr.  Shbrlbt.  At  what  are  they  quoted  abroad? 

Ck)l.  Dbyol.  1  do  not  know. 

Mr.  Shbrlbt.  That  is  a  guotajdon  easily  obtained? 

Ool.  Dbyol.  That  price  is  for  open-hearth  raUs. 

Mr.  FrrzQBBALD.  HaYO  you  been  paying  the  same  price  since  the  tariff  was  reduced? 
^  Ool.  DBYOL.||We  paid  last  year  just  about  $31  flat.    That  is,  delivered  here. 

"^Now,  if  such'inequalities  exist  and  the  point  of  delivery  fixes  the 
price  of  the  rails  rather  than  the  cost  of  production,  that  would  be  a 
Bubject  of  cognizance  by  the  legislators  in  fixing  the  price  of  com- 
modities ? 

Mr.  Gary.  I  do  not  understand  your  question. 

The  Chairman.  I  mean  if  the  Government  had  control  of  prices 
and  they  found  that  the  railroads  and  manufacturers  by  some  under- 
standing, dealing  their  cards  under  the  table — I  do  not  know  what 
mat  expression  means,  but  I  have  heard  it — some  secret  agreement 
between  them,  by  which  the  man  distant  from  the  mill  pays  more  for 
his  rails  tJian  the  man  at  the  mill  or  more  than  the  freimt  rate  would 
justify,  that  would  be  a  subject  for  the  cognizance  of  uxe  leg^lators  ? 

Mr.  Gary,  If  the  Government  controUed  prices,  then  it  would 
control  the  prices,  of  course. 

Tlie  CHAiRBfAN.  That  is  one  of  the  things  which  the  Government 
would  reach  by  controlling  prices.  Would  you  have  the  Government 
touch  the  question  of  the  relation  of  production  ? 

Mr.  Gary.  I  do  not  think  I  would  offnand.  I  would  not  have  the 
Government  undertake  to  run  business. 

The  Chairman.  I  will  ask  you  if  the  political  economists  have  not 
suggested  that  the  German  Government  should  fix  the  prices  for 
manufactm'ed  articles  made  by  great  concerns  like  the  Steel  Coipo- 
ration  as  well  as  to  control  the  railroads  and  fiLx  the  tariff  rates,  tnat 
if  while  the  German  Government  has  not  agreed  to  do  that  at  least 
has  not  that  been  open  and  has  there  not  been  an  understanding 
between  the  manufacturer  and  the  Government  by  which  the  manu*- 
f acturer  has  been  permitted  by  connivance  with  me  Government  to 
keep  certain  cartels  inviolate  as  to  contract,  cartels  of  production  and 
prices  ? 

Mr.  Gary.  I  think  those  contracts  are  permissible  in  Germany. 

The  Chairman.  I  will  ask  you  if  the  result  of  that  state  of  affairs 
has  not  been  that^  the  Government,  deriving  revenue  from  the  rail* 
roads  and  having  it  in  its  power  to  manipulate  prices  in  the  interest 
of  the  manufacturer — I  wul  quote  a  list  of  prices  here  to  show  yon 


UNITED  STATES  STEEL  OOBPOBATIOII^.  285 

what  I  mean — the  rate  from  Hambuig  to  Colosne'  on  a  ton  of  manu- 
factnre  for  export  is  S3.14  and  the  normal  rate  ror  other  people  within 
the  German  Empire  is  $6.38.  The  rate  on  iron  plates  and  locomo- 
tives from  Cologne  to  Hamburg  is  $1.37  a  ton,  and  the  norm^  rate 
is  $3.83  a  ton. 

Mr.  YouKQ.  The  normal  rate  on  iron  and  steel  products  ? 

The  Chatrman.  The  normal  rate  on  iron  plates  and  locomotives. 

I  will  ask  you  if  the  result  of  that  was  not  that  the  nobiUty  of  Ger- 
many men  m  high  authoritv,  became  financially  interested  in  the 
steel  industry  to  the  extent,  for  instance,  that  Miss  Ejrupp's  marriage 
became  a  matter  of  state  concern  and  the  Emperor's  consent  had  to 
be  obtained  and  so  far  as  their  having  government  control  tiie  com- 
bined power  of  the  common  carriers  and  of  the  manufacturers  of 
steel  became  silent  partners  of  the  Government  to  the  detriment  of 
the  people ) 

Mr.  GrABT.  You  have  gone  beyond  my  depth  and  I  can  not  answer 
that  question,  but  I  would  be  willing  to  go  a  good  ways  in  trusting 
the  Government  of  the  United  States. 

The  CHAmiCAN.  I  will  ask  you  this  question  in  perfect  good  faith, 
because  I  know  you  have  given  this  subject  muca  more  study  than 
I  have,  and  yet  I  feel  it  is  a  question  of  such  supreme  importance  that 
I  wish  to  get  your  opinion  of  these  German  authorities  who  seem  to 
have  discussed  this  subject  at  some  considerable  length  some  years 
a^,  and  with  vour  consent  I  will  ask  to  have  inserted  in  the  record 
iSe  document  from  which  I  have  questioned  you,  it  being  a  transla- 
tion of  general  representation  of  the  iron  industry  published  by  the 
Society  of  German  Iron  Metallurgists  in  Dusseldorf,  Germany, 
seventh  edition,  1910. 

Mr.  LiNDABURT.  As  a  part  of  Judge  Gary's  answer? 

The  Chairhan.  No,  but  as  a  matter  of  interest.  I  do  not  think 
that  we  understand  exactly  the  relation  between  the  German  cartel 
and  convention.  This  is  a  scientific  discussion  of  the  matter  and 
this  article  discusses  it  at  ^eat  length,  the  effectiveness  of  these 
conventions.  By  some  inadvertence,  I  can  not  understand  what, 
this  writer  on  account  of  his  remoteness  from  the  situation  has  failed 
to  draw  the  distinction  between  the  German  cartel  and  the  Gary 
dinner^  but  with  that  exception  I  think  the  article  is  ably  written 
and  fairly  accurate. 

Mr.  Gabt.  With  the  idea  that  I  do  not  adopt  it  or  repudiate  it,  I 
have  no  objection. 

(The  translation  referred  to  by  the  chairman  follows:) 

Tnndatioii  of  pages  205  to  213  of  general  repreaentation  of  the  iron  industxy  pub- 
liflhed  by  the  Society  of  German  Iron  MetalluigistB  in  Dusaeldorf,  Germany,  seventh 
edition,  1910. 

OABTBLS. 

In  common  usage  the  word  "cartels"  is  erroneously  applied  in  many  cases  to  most 
all  kinds  of  industrial  organizations  without  reference  to  the  basic  dinerences  which 
exist  between  them.  In  order  that  a  proper  interpretation  of  the  word  "cartels" 
may  be  obtained,  we  must  make  a  clear  distinction  between  the  different  oiganiza- 
tioDS  which  protect  the  independence  of  the  producers  and  those  which  destroy  that 
independence.  Combinations  such  as  the  last  mentioned  are  designated  to-day  as 
tmstB.  Their  characteristics  consist  in  the  loss  of  independence  of  the  individual 
works  following  the  imion  of  such  works  as  are  similar  or  whose  processes  of  production 
axe  in  coarse  of  construction. 

Otftels,  on  the  other  hand,  are  organizations  based  upon  the  voluntaiv  agreements 
wlucfa  do  not  limit  the  independence  of  the  individual  producers,  and  wnich  have  for 
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their  object  a  profitable  r^ulation  of  production  and  deannd  by  means  of  limitiig 
competition  an  far  as  poseible.  The  uxaplest  forms  of  these  cartels  are  agreemeiits 
made  for  the  follo^ving  purposes. 

1.  Uniformity  in  conditions  of  delivery.    (Condition  cartels.) 

2.  Reflation  of  production.    (Production  cartels.) 

3.  Uniformity  of  sales  prices.    (Quotation  cartels.) 

4.  Division  of  market  territory.    (Territory  cartels.) 

These  combinations,  frequently  called  conventions,  may  have  for  their  object  the 
formation  of  either  one  or  all  of  these  agreements.  With  liberal  cartels  of  tluB  char- 
acter the  works  deal  directly  with  the  consumer,  and  therefore  thev  effect  is  only  a 
Imited  one.  Of  much  greater  importance  are  those  cartels  wherein  the  differaot 
members  not  only  bind  themselves  to  the  foregoing  rules,  but  also  agree  not  to  quote 
direct  on  either  one  or  all  products,  but  agree  to  turn  this  over  to  a  central  union,  the 
cartel,  which  makes  all  quotations. 

The  previously  mentioned  kartells  only  deal  with  the  making  o#  sales.  A0  a  direct 
result  ol  these  cartels^  uniDns  were  soon  oigamsed  for  the  conudoon  puvefaase  of  ma^ 
rials,  which  might  be  called  purchasing  cartela.  We  will  not  touch  upon  tkeae  ae 
yet,  as  they  are  of  no  immediate  importance  in  the  primary  industry,  as  the  cartel 
for  the  purchase  of  scrap  iron  is  now  only  in  the  course  of  formation. 

The  madn  difference  between  the  present  cartels  and  the  old  trade  agreements 
coBflists  in  the  fact  that  the  present  cartels  are  Toluntlnry  combinations,  while  the 
old  forms  were  sales  agreements  imder  the  regulation  and  control  of  the  Government, 
although  to-day  there  is  a  tendency  again  for  such  forced  Government  regulation  as 
is  manifested  by  the  potash  industiy  and  which  is  also  in  vogue  in  some  or  the  indus- 
triee  of  the  Italian  Government  wnere  the  Government  controls  these  agreements. 
However,  the  present  cartels  are  still  voluntary  agreements  and  owe  their  existence 
to  the  modem  methods  of  production.  The  enormous  progress  during  the  last  cen- 
tury is  responsible  for  the  immense  tonnage-producing  capacity  of  the  primary  iron 
industry  which  resulted  in  a  material  reduction  in  the  cost  of  production.  Th<^ 
improvements  of  transpcMtation  and  the  immense  accumulation  of  wealth  pvomoled 
new  undertakings.  These  new  enterprises,  equipped  with  the  most  modem  mechan- 
ical devices,  increased  production,  and  with  this  increased  supply  prices  were  made 
to  tumble  to  such  an  extent  that  laigo  investments  of  capital  could  no  longer  be  guar- 
anteed a  sufficient  return.  To  overcome  this  unbearable  state  of  affairs,  which  also 
was  felt  by  the  social  economy  of  the  country,  cartels  were  devised  and  have  been 
called  by  many  writers  ''chil<uen  created  by  the  necessity  of  the  times."  The  con- 
summation of  cartels  was  facilitated  by  the  representations  of  the  older  interests^ 
inasmuch  as  being  on  mutual  grounds,  the  preliminary  proceedings  were  easily 
arran^d  for  by  the  promoters,  and  to  the  various  associations  of  the  iron  indu^rv 
must  oe  given  the  credit  for  having  laid  the  foundation  of  the  many  cartels  which 
now  exist. 

It  was  very  fortunate  for  the  state  of  our  iron  industry  that  cartels  were  brought 
about,  as  in  no  other  industry  except  the  textile  are  the  variations  of  demand  so  great. 
This  is  due  to  the  wide  fluctuations  of  demand  by  the  railroads  and  building  indus- 
tries, which  are  known  to  be  the  greatest  consumers.  On  the  other  hand,  the  increased 
tonnage  production  requires  a  constant  and  uniform  market,  as  continuous  opecation 
of  works  is  the  foundation  of  modem  productive  methods.  In  order  to  attain  the 
highest  efficiency  the  industry  was  forced  to  do  away  with  the  more  liberal  agree- 
ments and  adopt  such  cartels  as  would  regulate  production,  sales  quotations^  and 
market,  which  in  course  of  time  constantly  strengthened  and  reached  the  highest 
state  of  development  in  what  is  known  as  the  Steel  Works  Union  ol  Gwmany. 

Without  reference  to  details,  the  operation  of  this  cartel  was  a  great  success;  the 
promoters,  being  able  to  stand  pat  with  reference  to  the  consumers,  were  enabled  to 
make  greater  profits  with  less  risk  of  the  capital  invested.  As  a  natural  consequence, 
the  values  of  the  works  (stocks)  were  enormously  increased. 

With  respect  to  operative  results,  the  so-called  miscellaneous  product  works — that 
is,  those  which  are  similar  or  whose  processes  of  production  were  in  course  of  recon- 
struction— ^were  led  into  more  quiet  channels,  thus  weakening  their  tendency  toward 
development  into  modem  woras  of  the  times,  and  yet  retarding  thereby  the  disman- 
tling of  delinquent  and  out-of-date  establishments  which  were  no  longer  equal  to 
present-production  requirements.  In  keen  competition  this  development  would 
nave  been  more  rapid  with  more  painful  and  disastrous  results,  not  only  for  the  indi- 
vidual works  of  this  character,  but  in  their  entirety.  We  will  touch  upon  this  snb- 
ject  later. 

Xot  only  did  the  promoters  benefit  from  the  cartels,  but  the  purchaser  as  well. 
The  fixed,  uniform  quotations  enabled  him  to  rely  upon  his  fieirhBS,  and  prevented 
advantages  t^  any  01  his  competitors.    In  addition,  the  cartels — for  example,  the 
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Steel  Works  UnioiLand  the  Goal  Syndicate — allow  to  those  industries  \^-hich  are  mem- 
bers of  the  cartel,  export  rebates,  the  amount  of  which  is  regulated  by  the  conditions 
of  the  world's  market,  which  amounts  to  the  same  as  lower  export  rates  (dumping 
rates),  as  have  already  existed  prior  to  the  formation  of  the  cartels. 

Last,  but  not  least,  labor  benefits  by  the  existence  of  these  cartels.  This  is  recoe- 
nized  by  the  social  democratic  leaders — as,  for  example,  Mr.  Hue — as  they  provide 
for  higher  wages  and  more  uniformity  of  employment. 

The  introduction  of  the  cartel  system  into  the  iron  industrv  dates  back  to  July 
28,  1843,  when  a  meeting  took  place  at  Bonn  of  furnace  ancl  rolling-mill  owners. 
*  *  *  Various  other  organizations  were  kn6wn  to  exist  from  time  to  time  which 
had  for  their  object  the  common  sale  and  purchase  of  material.  (See  part  of  par.  3, 
p.  208,  omitted.) 

The  first  German  cartel,  in  the  sense  in  which  it  exists  to-day,  was  developed  by 
the  iron  industry  in  the  form  of  the  tin-plate  combination  founded  in  the  year  1862 
and  which  otUl  exista.  The  original  unions  (combinationd  or  pools)  of  the  manulac- 
turera  of  structural  material  and  rails  can  also  be  traced  to  tnis  date.  During  the 
time  of  complete  free  tzade  all  cartels,  with  the  exception  of  the  German  Rail  Asso- 
ciation, which  remained  intact,  were  ''busted,''  this  being  a  proof  that  the  protective 
tariff  18  not  the  indi^Mnsable  foundation  for  the  formation  of  all  cartels  as  is  fre- 
quently and  ftUsely  ckumed  by  the  opposition  to  the  cartel  system. 

However,  we  will  not  diqpute  the  fact  that  the  tariff  favors  the  formation  of  cartels. 
Thia  is  confirmed  by  the  vigorous  floowth  of  cartel  promotions  which  followed  the 
introduction  of  the  German  tariff.  The  liberal  cartels  which  were  then  foimded  were 
subject  to  coBBtant  change.  They  came  and  went  out  of  existence,  dependinjg  upon 
the  social  economic  conditionfl  of  the  country.  A  depeeaion  or  crisis  (panic)  dia- 
Bolved  moat  oi  ihem»  while  a  rising  market  asain  welded  them  toother.  It  thua 
appears  that  while  the  cartels  had  a  wide  ana  favorable  influence  in  the  develop- 
ment of  prices  in  good  times  they  could  not  maintain  prices  during  dull  times,  as  the 
cartel  would  generally  be  destroyed  at  the  beginning  oif  a  crisis. 

Not  until  tne  year  1893,  when  the  mining  induatry  completed  the  formation  of  the 
Ex^mplaiv  Goal  Syndicate,  did  the  iron  industry  take  action  for  the  formation  of  a 
more  stable  union.  Independent  cartels  were  for  tJbe  regulation  of  prices,  produc- 
tion, and  marketing,  but  not  until  1904  was  an  oi^ganization  completed  throi^  which 
all  of  the  varioua  iron  products  were  placed  under  one  control,  namely,  the  German 
Steel  Works  Union.  This  union  was  foimded  in  the  form  of  a  stock  company  and 
stands  by  itself  in  the  history  of  cartels.  As  already  etated,  it  was  the  first  succeesful 
cartel  organization  whero  numerous  products  were  controlled  under  one  head.  This 
Steel  Works  Union  absorbed  the  Rail  Association,  the  Beam  Asaociation,  (beam  pool) 
the  Semifinished  Products  AssociatiiMi  (pool),  and  on  its  own  account  regulatea  not 
onl^  the  Moduction  and  sale  of  the  various  products  formerly  governed  by  three  asso- 
cmtions,  Wt  contingent  therewith  controls  as  well  the  entire  steel  production  of  its 
msanbeis,  which  oomnriass  87  per  cent  of  the  steel  production  of  the  entiro  German 
cuatoois  temtory.  incliisive  of  Luxemburg.  It  is  thereforo  evident  that  the  Steel 
Warks  Union  is  tae  highest  developed  cartel  of  which  we  are  aware.  It  is  to  con- 
tinue in  force  in  its  present  form  until  June  30,  1912,  and  it  is  to  the  interest  of  the 
entire  iron  industry  and  to  the  social  economy  of  the  country  that  its  existence  soay 
contmue  and  not  be  wrecked  by  the  selfish  acti(ms  of  individuals.  A  wholesome 
example  and  warning  might  be  derived  from  the  dissolution  of  the  Pig  Iron  Syndicate. 

In  the  meantime  the  organization  of  the  pig*iron  cartel  has  been  accomplished  in 
the  Sast  in  Sieoarland  as  well  as  in  the  Southwest,  although  the  difficulties  in  the  way 
of  a  conunsn  UeKman  pig-iron  cartel  have  not  yet  been  overcome.  At  present  there 
is  an  und^standing  as  nmrda  stability  of  prices  for  pig  iron  between  the  miscellaneous 
Rheinish-Westlalian  ana  East  German  works  in  the  mrm  of  a  loose  price  convention, 
with  which  the  works  in  Siegarland  and  one  other  establishment  have  not  yet  asso-- 
dated  themselves.  The  wire  syndicate  also  continues  in  force  until  June  30.  1912. 
It  is  of  intetest  to  note  ^lat  a  so-called  price  convention  has  been  entered  into  tor  bar 
iron,  whi<^  does  not  expire  until  the  1st  of  January,  1911.  There  are  also  cartels  for 
the  sale  of  steel  eastintt,  steel  tiies,  steel  for  shipbuilding  purposes,  band  iron,  black 
plates,  cast  pipes,  steel  flasks,  gas  and  steam  pipes.  The  latter  expires  in  the  near 
fatme,  and  accotding  to  all  appearances  its  fate  u  sealed.  Further,  there  aro  cartels 
for  a  number  el  products  oi  manulacture  which  are  made  by  the  secondary  industries. 
Altogether  thero  are  52  cartels  of  various  kinds. 

The  German  iron  industry  also  participates  in  the  international  cartels  for  rails, 
structuxal  shapes^  wii^  and  wire  nails. 

We  have  alreaay  caUed  attention  to  the  fact  that  in  consequence  of  cartels  there 
is  brought  about  certain  influences  tending  toward  the  concentration  of  the  German 
iron  induBtrf.    l%is  coneeatnition  movem^it  must  be  divided  into  two  classes.    The 
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first  is  organic,  resting  on  the  principle  of  further  development  that  is  the  art  of  pro- 
duction of  enlaiged  concentration,  and  the  second  a  concentration  of  enlaiged  com- 
binations having  a  defined  scope  of  operation.  The  first  consists  in  the  acquisition 
of  coal  lands,  ore  mines,  rolling  mills,  etc.,  the  latter  in  combining  numerous  similar 
works.  This  development  is  not  only  due  to  the  nature  of  the  present  methods  of 
production,  but  is  commended  b>r  reason  of  the  world's  competition.  The  influence 
of  the  cartels  consisted  in  bringing  about  this  transaction  m  a  comparatively  slow 
and  peaceful  manner.  The  method  of  development  of  concerns  is  different.  To 
begin  with,  it  took  place  in  the  iron  industry  by  means  of  complete  confusion.  Partly 
on  account  of  financial  reasons,  it  is  only  recently  that  the  example  of  other  economic 
managements  has  been  adopted,  namely,  joint  stock  companies,  which  throw  their 
profits  together  to  be  distributed  thereafter  in  accord&nce  with  determined  pIDpo^ 
cions.  In  order  to  insure  the  control  of  such  companies  one  would  have  to  acquire  a 
majority  of  the  stock  or  participate  therein.  The  more  this  form  of  corporation  is 
developed  and  reaches  out,  the  more  will  it  take  the  place  of  the  cartel  in  its  pres^it 
form,  m  fact,  partlv  make  it  superfluous.  For  all  conditions  this,  however,  is  not 
to  be  expected  for  me  present. 

Much  more  likely  is  this  to  occur  in  Eneland,  where  the  cartel  development  in 
the  iron  industry  is  very  much  less  in  use  uan  with  us.  The  reasons  for  this  other 
style  of  development  are  different.  FiiBt,  the  legislation  and  administration  of 
justice  arb  strongly  against  those  combinations  which  tend  toward  the  reetndnt  of 
trade.  Then  it  was  found  that  free-trade  teachings  had  strongly  influenced  the  indi- 
vidualistically  inclined  English  producer  against  combinations;  furthermore,  the  car- 
tel missed  its  support,  namely,  the  protective  tariff.  Finally,  the  English  industry 
has  not  thd  great  domestic  demand  that  exists  in  the  German  ana  American  iron 
industry,  so  that  it  was  and  is  yet  stroncly  dependent  upon  its  exports.  Notwith- 
standing this,  cartels  have  been  formea  and  again  dissolved.  The  oldest  cartel 
belonged  to  the  British  coal  mines  during  the  eighties  of  the  eighteenth  century. 
The  English  cartels  were  mostly  of  a  temtorial  nature,  and  to  the  account  of  that 
can  be  traced  their  weakness.  They  were  not  only  subject  to  discord  among  the 
participants  of  their  respective  territory,  but  had  constant  conflict  with  the  Enffliah 
producers  of  other  territories  and  were,  therefore,  subject  to  greater  changes  than  Uioee 
of  the  Germans. 

Should  Great  Britain  ever  adopt  a  protective  tariff,  then  will  the  endeavor  to  organ- 
ise cartels  take  new  life.  In  that  case  it  is  an  open  question  whether  they  will 
adopt  the  cartel  s3rstem,  or  whether  they  will  take  enormous  strides  and  develop 
into  concerns^  or  pass  over  to  the  American  form  of  trusts. 

In  the  United  States  of  America  the  development  took  place  similar  to  that  in 
England,  except  that  here  it  has  made  si^;nificant  strides.  In  that  country,  as  in 
England,  legislation  made  many  difllculties  for  their  development.  Besides  the 
usual  cartels,  trusts  were  f<Nrmed  which  were  of  decided  importance,  not  only  for  the 
iron  industrv,  but  other  enterprises.  Here,  as  well,  legislation  made  many  difficultieB 
in  the  development  of  these  oxganizations.  As  alreaay  stated,  the  characteristics  of 
trusts  consist  m  the  union  of  a  number  of  works  by  means  of  nision  or  in  a  so-called 
holding  company  (controlling  company),  with  a  loss  of  independence  of  the  individual 
works.  As  the  Steel  Works  Union  in  Germany  is  the  most  prominent  defender  of  the 
cartel  system,  so  is  the  United  States  Steel  Corporation,  in  short  called  the  Steel 
Trust,  the  most  prominent  defender  of  all  American  steel  trusts. 

The  Steel  Trust  was  oivanized  in  1901  from  a  number  of  large  steel  works,  of  which 
the  Cam^ie  Steel  Co.  of  New  Jersey  was  the  laigest.  The  Steel  Trust  is  a  pure  hold- 
ing company,  with  a  capital  stock  of  $1,100,000,000  and  $600,000,000  of  bonds.  Its 
share  is  60  per  cent  in  the  total  steel  production  and  70  per  cent  in  wire  rods  and 
wire  nails  production.  Outside  of  this,  it  has  so-called  ^^gentlemen's  agreements" 
with  its  competitors  in  regard  to  various  products — that  is,  imderstandings  have  been 
reached  which  are  kept  effective  in  the  regular  steel  conferences.  That  such  encv- 
mous  concerns  have  immense  advantages  in  the  reduction  of  cost  of  production  and 
operation  is  self-evident  and  of  great  importance  in  the  development  of  our  German 
iron  iQdustry.  Some  years  ago  experts,  as  well  as  other,  engaged  themeelves  with  the 
question  of  Government  regulation  of  our  cartels.  The  German  Govenunent^  baaed 
on  extensive  domestic  and  foreign  investisations,  could  not  be  moved  to  logialation 
of  this  character,  and  this  with  perfect  rignt,  as  the  cartels  have  to-day  each  aknifi- 
cant  importance  in  our  social  lite  that  a  Government  regulation  would  not  only  be 
extremely  difficult  but  dangerous  as  well,  as  the  cartels  are  not  creations  to  be  made 
at  the  option  of  the  promoter  but  are  due  to  the  necessary  requirements  of  our  social 
development  which,  for  the  time  being  at  least,  are  indi^nsable. 

Mr.  Gary.  I  would  like  to  have  Uiis  oommittee  at  least  in  its 
report  advise  the  United  States  Steel  Corporation  what  its  position 
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oufifat  to  be  and  its  managament  under  the  law.  No  one  would  like 
to  Know  what  that  is  better  than  we. 

Mr.  LrrTLBTON.  You  would  like  to  have  that  advice  so  that  you 
would  not  be  obliged  to  take  it  if  it  did  not  suit  you.  You  would 
not  want  to  trust  the  committee  or  any  branch  of  the  Government 
to  prescribe  the  rules  unless  it  had  come  out  of  a  settled  poli<nr  which 
had  been  worked  out  in  both  branches  of  the  legislature  and  thrashed 
out  and  finally  made  into  law  ? 

Mr.  Gabt.  That  is  so.  I  wish  the  conunittee  would  take  advan- 
ta^  of  this  opportunity  and  in  some  way  suggest  and  brin^  about 
legislation  that  was  calculated  to  ^protect  property  and  busmess  of 
the  Govenmient  and  tike  people  and  allow  us  to  continue  in  our 
bmdness  progress  and  along  the  lines  of  prosperity.  I  think  we  all 
ought  to  welcome  that. 

Mr.  Littleton.  On  each  side  of  this  Sherman  antitrust  law  there 
are  partisans,  as  you  know,  those  who  discount  it  or  discredit  it, 
and  those  who  would  strengthen  it,  those  on  both  sides  intending  to 
serve  interests  of  both  sides  and  the  best  interests  of  all.  Would  you 
regard  it  as  being  a  sensible  thing  to  do  to  have  Congress  appoint  a 
joint  committee  of  both  Houses  for  the  purpose  of  meeting  capital 
and  labor,  the  restrained  and  unrestrained  mdustries,  so  to  speak, 
of  the  country,  with  a  view  to  organizing  and  preparing  an  elaborate 
antitrust  law,  so-called,  which  would  meet  the  srowing  situation 
and  which  would  mend  the  deficiencies  made  by  uie  court,  if  there 
be  anyt 

Mr.  Gary.  I  would  think  that  very  desirable,  and  for  one  I  would 
welcome  it  and  I  would  be  glad  to  have  it  result  in  something  practi^ 
cable  -and  would  Uke  to  be  the  first  one  to  fall  in  line  and  adopt  it  in 
our  practice  and  live  up  to  it.  That  is  all  we  want.  We  want  our 
property  and  our  business  protected.  We  do  not  want  to  be  in  a 
position  where  we  run  the  risk  of  doing  harm  to  anyone. 

Mr.  Babtlett.  Violate  the  law  ? 

Mr.  Gary.  Yes,  sir;  that  is  all.  It  seems  to  me  the  members  of 
the  committee  must  see  the  diifficulty  under  which  we  are  laboring 
and  I  am  sure  you  do. 

The  CShaibman.  You  have  made  a  statement  before  this  committee 
and  Mr.  Gates  made  a  statement  before  tliis  committee,  which  I  am 
not  challenging;  I  am  simply  expressing  my  surprise,  and  I  thought 
probablv  I  did  not  apprehend  the  full  meaning.  You  have  spoken 
repeatedhr  of  the  labor  cost  increase  justifying  an  increase  in  the  cost 
of^jrour  nnished  product.  Has  there  been  in  the  Stieite  of  Pennsyl- 
vania or  in  any  other  State — take  that  as  an  example — such  an 
increase  in  the  price  of  labor  as  to  j  ustify  or  to  demand  an  increase  in 
the  price  of  your  finished  product— rails  and  other  things  ? 

lur.  Gaby.  Between  what  times,  for  instance  ? 

The  Chairman.  I  mean  between  this  time  and,  say,  1902. 

Mr.  Gaby.  I  am  very  sure  there  have  been  material  increases  in 
labor  since  the  United  States  Steel  Corporation  was  organized,  and 
then  the  cost  as  applied  to  labor  has  materially  increased  by  reason 
of  the  fact  that  we  have  made  and  are  making  lar^e  expenditures 
which  are  calculated  to  improve  the  conditions  of  labor  and  protect 
tiie  laborers,  and  in  many  ways  our  cost  of  production  has  materially 
increased. 

The  Chaibman.  What  per  cent  increase  ? 
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Mr.  Gaby.  Hours  have  decreased  in  places,  and  we  have  abolished 
Sunday  labor,  so  far  as  we  could,  in  many  places  at  a  very  large  cost. 
It  was  suggested  by  Jud^e  Bartlett,  ana  it  is  true,  that  it  is  for  the 
interests  of  corporations,  it  is  good  policy  to  do  these  things  as  a  toial 
result,  but  neyertheless  some  of  ike  thii^  I  haye  referred  to  are 
costly  and  haye  increased  our  cost  of  production  materially.  There 
is  no  doubt  about  that.  For  instance,  you  take  the  one  case  of 
yoluntary  relief.  We  haye  put  in  force  yoluntary  relief  to  the  injured 
workmen  or-  tiieir  famities  in  case  of  injury  or  death,  and  tiiat  regard- 
less  of  the  liability,  and  we  know  by  the  statistics  that  that  alone  has 
cost  SI, 500,000  a  year.    Things  like  that  I  refer  to. 

I  am  r^ninded  that  the  wages  of  the  laborers  in  our  companies  at 
present  are  about  20  per  cent  higher  than  they  were  at  the  tmie  when 
the  United  States  Steel  Corporation  was  organized.  I  belieye  that  is 
correct. 

*  The  Chairman.  Can  you  giye  us  the  cost  of  labor  ?  I  do  not  mean. 
Judge,  the  wages  of  laoor.  The  price  per  hour  or  per  day.  As  I 
understand  it,  at  one  time  old  man  Plumb  worked  with  a  wooden 
hammer,  and  a  week  of  his  work  would  not  be  as  eff eetiye  as  a  few 
moments  of  work  with  improyed  machinery.  In  measuring  your 
labor  cost  you  do  not  measure  it  by  the  day  1 

Mr.  Gary.  It  should  be  the  cost  per  ton.    I  see  your  point. 

The  Chairman.  You  measure  the  cost  per  ton  f 

Mr.  Gary.  Yes. 

The  Chairman.  Take  pig  iron.  Where  do  you  produce  most  <rf 
that? 

Mr.  Gary.  Take  what  ? 

The  Chairman.  Where  is  most  of  the  pig  iron  produced  ?  In  what 
State  ? 

Mr.  Gary.  Most  of  it  is  produced  in  Pennsylyania. 

The  Chairman.  That  is  what  I  thought. 

Mr.  Gary.  But  we  produce  large  quantities  of  it  elsewhere. 

The  Chairman.  Are  there  any  accurate  statistics  of  this  kind  kept 
in  Pennsylyania  ? 

Mr.  Gary.  I  can  not  answer  that.     I  presume  so. 

The  Chairman.  I  mean  as  to  the  labor  cost,  the  cost  of  production. 

Mr.  Gary.  Quite  likely. 

The  Chairman.  The  amount  of  money  inyested  in  the  manufacture. 

Mr.  Gary.  I  think  so. 

The  Chairman.  It  is  the  first  manufacturing  State  in  the  Unioii, 
I  belieye  ? 

Mr.  Gary.  I  think  so. 

The  Chairman.  Do  you  know  whether  the  annual  report  of  the 
secretary  of  mtemal  affairs  is  reliable  as  a  statistical  comf^ation  ? 

Mr.  Gary.  Quite  likely;  but  do  not  forget,  Mr.  Chairman,  that  the 
inyestment,  in  order  to  furnish  facilities  for  work,  thereby  increasing 
production,  and  so  on,  is  yery  large. 

The  Chairman.  I  understand. 

Mr.  Gary.  And  the  depreciation  and  the  interest  on  those  invest- 
ments are  yery  large.  I  do  not  know  what  figures  you  have  nor  bow 
thOT  are  arriyed  at,  but  I  am  yery  sure  we  can  teU  you 

The  Chairman.  I  will  say  that  the  figures  I  have  here  are  taken 
from  the  Pennsylyania  annual  report  of  the  secretary  of  intemai 
affairs  for  the  years  1902  and  1909,  respectiyely. 
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Mr.  Gary.  Yes.    Well,  then,  the  statistics  speak  for  themselves. 

The  Chairman.  What  I  want  to  know  is,  is  this  a  reliable  source 
of  information  ? 

Mr.  Gary.  I  can  not  answer  that  oflf-hand,  Mr.  Chairman.  I  have 
no  reason  to  dispute  it,  because  I  do  not  know  anythiw  about  it. 

The  Chairman.  According  to  these  figures  the  capital  invested  in 
Pennsylvania  in  1902  in  the  production  of  pig  iron  was  $158,391,090, 
and  I  believe  yon  have  stated  that  the  pig  iron  is  the  raw  material,  in 
a  way,  from  which  all  these  finished  products  are  made,^our  steel 
and  your  iron  products.  They  all  go  back  to  the  p^.  liiat  is  the 
first  st^  from  the  ore? 

Mr.  Gary.  Yes. 

The  Chairman.  It  is  the  basis  of  your  business  t 

Mr.  Gaby.  We  first  make  die  pig  iron,  and  tJken  make  the  steel 
from  the  pig  iron. 

The  Cbabdian.  In  1909  there  were  1203,355,638  invested  in  pig 
iron — ^in  ike  manufacture  of  pig  iron.  G^ss  tons  of  production  in 
1902,  8,111,642  tons;  m  1909  it  was  10,721.024  tons.  I  want  to  call 
your  attention  to  this  tabulation,  to  see  if  there  was  anything  left  out 
that  ought  to  be  put  in.  Realized  value  in  1902  was  $126,857,231; 
and  in  1909,  $186,963,842.  The  average  realized  value  per  ton  in 
1902  was  $15.64;  in  1909,  $17.44.  The  value  of  basic  material,  ore 
and  scrap  or  cinder  only  (fuel,  limestone,  and  other  expense  not  con- 
sidered), in  1902,  $61,634,972;  in  1909,  $89,144,483.  Average  cost  of 
basic  material  p^  ton  in  1902,  $7.60;  in  1909,  $8.31 .  Average  number 
of  days  m  operation  m  1902,  314  days;  in  1909,  300  days.  Total 
niuaber  of  workmen  employed — I  wish  to  call  your  attention  to  this, 
Judge.  In  Pennsylvania,  according  to  this  report,  there  were  17,101 
woFKinen  employed  in  1902  in  maldng  8,111,642  tons  of  ipig  iron; 
14,921  men  in  1909,  working  300  days,  produced  10,721,024  tons  of 
pi^  iron,  against  17,101  working  314  days  in  1902.  Aggregate  wages 
paid  to  these  workmen  in  1902  was  $10,191,759;  in  1909  it  was 
$8,762,304.  The  average  earnings  for  the  year,  for  each  man,  in 
1902  was  $595.97;  in  1909  it  was  $627.20.  IUhe  average  daily  wage 
in  1902  was  $1.89;  in  1909  it  was  $2.09 — about  your  average  wage,  I 
believe.  The  cost  of  labor  per  ton  was,  in  1902,  $1.25;  and  in  1909, 
82  cents.  The  tonnage  per  man  per  day — which,  as  you  say,  is  the 
true  measure  of  the  value  of  the  man's  work — one  man  in  1902  pro- 
duced 1.51  tons  of  pig  iron;  and  in  1909  he  produced  2.39  tons  of 
pig  iron. 

Are  the  conditions  in  your  mills  producing  pig  iron  diif  erent  in  any 
dinw  from  those  in  the  rest  of  the  State  of  Pennsylvania  ? 

Mr.  Gary.  01  oeurse,  I  can  not  express  any  opinion  with  reference 
to  those  SgumB.  I  am  not  familiar  with  Uiem  at  all,  and  I  do  not 
know  just  what  has  been  taken  into  consideration,  or  anything  about 
the  figures,  in  fact.  Possibly  there  may  be  found  in  those  figures 
some  corroboration  of  the  suggestion  by  Judge  Bartlett,  that  it  pays 
in  dcrfkie  and  cents  to  treat  men  pretty  well.     I  do  not  know. 

The  Chairman.  But  what  I  am  trying  to  get  at,  Judge,  is  this :  Are 
the  conditixms  in  your  mills  different  in  any  degree  from  the  conditions 
prevai&ig  in  other  miUs  of  simflar  kind  in  the  State  of  Pennsylvania  f 

Mr.  Oart.  That  I  can  not  answer. 

Tbt  CHAiRHAir.  Is  there  any  reason  why  the  United  States  Stoel 
Corporatiim  should  pay  a  greator  wage  than  other  mills  operating  in 
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Pennsylvania;  or  why  you  should  not  produce  as  great  tonnage  per 
man  as  ot^er  mills  ?  . 

Mr.  Oaby.  I  think  we  pay  a  little  more  wages  on  the  average,  per- 
haps, than  almost  anyone  else. 

The  Chairman.  What  per  cent  of  the  tonnage  of  the  State  of  Penn- 
sylvania of  pig  iron  is  produced  by  your  mills  t 

Mr.  Oaby.  What  is  that? 

The  Chaibuan,  I  mean,  in  the  production  of  pig  iron.  What  pro- 
portion of  the  tonnage  of  pig  iron  produced  in  the  State  of  Pennsyl- 
vania do  you  produce  t 

Mr.  Gary.  I  can  not  answer  that,  because  I  have  not  looked  up  the 
figures. 

Mr.  Babtlett.  There  is  one  question  that  I  would  like  to  suggest. 
Judge.  Do  you  not  think  it  likely  that  in  making  up  these  statistics, 
if  they  be  accurate  (and  I  expect  they  are  accurate), 4he  compiler,  in 
worlong  out  his  data  took  into  consideration  your  works  as  well  as 
other  people's  works  in  Pennsylvania,  and  what  was  done  there? 

Mr.  Gaby.  I  should  think  so.  Judge  Bartlett. 

Mr.  Babtlett.  And  that  these  figures  are  really  not  as  to  any  par- 
ticular concerns,  but  cover  all  the  people  in  Pennsylvania  engaged  in 
the  manufacture  of  pig  iron,  including  your  works  t 

Mr.  Gaby.  Yes. 

The  Chaibman.  Roughly  speakins ,  do  you  not  make  about  80  per 
cent  of  the  pig  iron  that  is  produced  in  the  State  of  Pennsylvania! 

Mr.  Gaby.  I  can.  not  answer  that,  because  I  have  not  looked  it  up. 

Mr.  LiNDABUBY.  While  we  are  on  this  subject,  I  woidd  like  to 
introduce,  wifJi  the  pemussion  of  the  committee,  the  voluntary 
accident  relief  plan  of  the  corporation.  The  corporation  pays  out 
$1,500,000  a  year  for  the  voluntary  relief  of  disabled  employees  who 
are  disabled  through  accident. 

The  CHAmicAN.  I  have  no  objection  to  the  introduction  of  that. 

Mr.  LiNDABUBY.  We  have  tiie  plan  here,  and  I  have  a  copy  for 
each  member  of  the  committee. 

The  Chaibman.  We  shall  be  very  glad  to  have  it. 

Mr.  LiNDABUBY.  If  you  will  accept  it. 

The  Chaibican.  Do  you  desire^to  have  it  go  in  ? 

Mr.  LiNDABUBY.  Yes;  as  a  part 'of  the  record.  Li  addition  to  that, 
the  company  maintains  a  superannuated  pension  fund.  That  is, 
a  pension  fund  for  superannuated  employees.  That  fund  amounts 
to  $12,000,000,  and  under  it  $600,000  per  year  is  paid  out  in  pensions 
hv  the  corporation  to  its  superannuated  employees.  I  have  ooiiies 
of  that  plan,  which  I  desire  to  have  introduced,  with  the  permission 
of  the  conmiittee,  and  I  have  a  copy  of  it  for  each  member. 

Mr.  LiTTLBTON.  That  will  go  in  as  a  part  of  the  record,  will  it  nott 

Mr.  LiNDABUBY.  If  you  wifl  permit  it  to  be  made  part  of  the  record 
we  shall  be  still  further  in  yoiur  debt. 

The  Chairman.  Certainly. 

(The  two  papers  above  referred  to  will  be  found  at  the  end  of  this 
day's  hearing.) 

The  Chaibman.  Judge  Garv,  you  have  gone  over  these  figures  a 
good  deal,  about  the  Federal  Steel  Co.,  and  the  National  ^eet  Ss 
wire  Co.,  and  the  National  Tube  Co.,  and  so  on.  Was  the  valuation 
of  one  of  these  companies  about  as  accurate  as  that  of  another  t 
What  I  mean  by  that  is,  did  you  buy  some  of  the  companies  at  a 
better  bargain  than  others  ? 
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Mr.  Gabt.  I  think  so :  yes.  That  would  be  my  impression,  because 
the  best  bargains  possible  were  made;  but  more  in  proportion,  per- 
haps, was  paid  for  some  than  for  some  others. 

The  Chaikman.  How  near  its  actual  value  did  the  Federal  Steel  Co. 
get  for  its  properties  t 

Mr.  Qabt.  As  it  turned  out,  I  think  it  got  very  much  less  than  its 
▼alue. 

The  Chaibman.  How  about  the  American  Steel  &  Wire  Co.  ? 

lb.  Gabt.  I  think  it  got  lees  than  its  value. 

The  Chaibhak.  How  about  the  Carnegie  Co.  t  • 

Mr.  Gaby.  The  results  have  shown  that  the  Federal  Steel  went  in 
the  cheapest  of  all  by  a  good  deal,  and  the  Wire  Co.  next. 

The  Chaibmak.  How  about  the  Carnegie  Co.  ? 

Mr.  Gabt.  Off-hand,  I  think  probably  they  were  next. 

The  Chaibman.  Was  there  any 

Mr.  Gabt.  I  am  not  sure  of  that. 

The  Chaibman.  Was  there  any  great  improvement  in  the  value  of 
the  Carnegie  Steel  Co.  or  in  its  plant  and  betterments  between  1898 
or  1899  and  the  year  in  which  your  company  was  organized  t 

Mr.  Gabt.  Yes;  there  was. 

The  Chaibman.  How  much  would  that  improvement  amount  to  ? 

Mr.  Gabt.  It  is  hard  to  say,  but  values  had  very  materially  in- 
creased ;  first,  by  reason  of  the  fact  that  the  earnings  were  very  lai^e 
those  years  and  put  back  into  the  properties,  and,  secondly,  because 
the  values  of  the  ores  and  coals  had  very  materially  increased  and 
because  their  oi^anizations  had  been  perfected  and  made  very  much 
better.  They  were  rapidly  getting  into  a  position  where  they  reduced 
the  cost  very  materially.  There  was  a  very  large  increase  between 
those  dates,  whatever  you  may  say  about  the  values  of  the  properties 
at  either  date. 

The  Chaibman.  What  I  am  talking  about,  Judge,  is  this.  I  did 
not  state  it  with  sufficient  clearness.  The  Colorado  Building,  down 
here  {it  the  comer  of  Fourteenth  and  G  streets,  has  increased  very 
materially  in  its  value  in  the  last  8  or  10  years,  on  account  of  the 
fact  that  the  city  has  built  toward  it  and  around  it.  .  What  I  am 
speaking  of  now  is  this:  Were  there  any  new  plants  added  to  it,  any 
betterments!  How  much  money  was  put  into  it  in  the  way  of 
additional  mills  and  furnaces  in  the  last  two  years  of  its  operation  ? 

Mr.  Gabt.  In  the  purchase  of  the  property,  the  betterments  of 
its  mills,  etc.,  without  knowing  now,  I  would  say  it  was  a  very  large 
sum,  and  might  have  approximated  fiftv  or  seventy-five  million 
dollars.  That  might  be  overstated,  but  I  nardly  think  so.  It  was  a 
verv  lan^e  sum. 

The  (^AIRMAN.  W&s  Mr.  Schwab  connected  with  that  company? 

Mr.  Gabt.  He  was.    He  was  the  president. 

The  Chaibman.  Do  you  think  Mr.  Schwab  would  have  had  a  fairly 
good  idea  about  estimating  its  value  t 

Mr.  Gabt.  Well,  I  would  think  so.  It  seems  to  me  he  ought  to 
have  had. 

The  C^ntMAN.  Was  Mr.  Andrew  Carnegie  connected  with  that 
company? 

Mr.  Gabt.  I  think  that  is  well  known. 

The  Chaibman.  Do  you  think  he  is  a  good  judge  of  the  value  ol 
property  ? 
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Mr.  Gaby.  He  is  a  pretty  good  judge,  I  think — especially  if  it  is 
his  property.     [Laughter.] 

Mr.  Bartlett.  Judging  by  wJoiat  he  wmnis  for  it. 

Mr.  Gary.  I  understand  he  is  to  be  a  witness  hece,  and  you  will 
get  some  opinions  of  very  high  values  of  the  Gamegije  properties, 
I  am  sure. 

Mr.  Bartlett.  Do  you  think  we  will  get  any  definite  opinion  from 
Mr.  Carnegie  about  anything  ? 

The  Chairman.  I  am  quite  sure  we  will  not  enjoj  having  Mr. 
Carnegie  here  anv  more  than  we  have  enjoyed  the  graial  pveseoce  of 
the  gentleman  who  has  favored  us  wiUi  his  piiesenee  so  patiently  for 
so  many  days. 

Mr.  Gary.  You  are  very  kind.    I  approciate  that. 

The  CsAiBiiAN.  L.  C.  rhipps  is  a  praicliiical  steel  man? 

Mr.  Gary.  He  was  secretary  of  toe  Oacnegifi  Co.,  and  I  think  he 
became  disconnected  from  it  a  long  time  ago.  I  do  not  know  how 
long  ago. 

'me  Chairman.  How  about  W.  H.  Singer? 

Mr.  Gaby.  He  is  dead,  I  believe.  He  was  eosnected  with  it  at 
one  time. 

The  Chairman.  What  did  you  say  ? 

Mr.  Gary.  I  think  he  is  not  Uving.  He  was  co&nected  with  it  at 
one  time.  I  do  not  know  very  much  ab<Rit  the  organisation  of  the 
Carnegie  Co.  prior  to  1901.  I  think  he  was  in  the  oommercial  depart- 
ment.   I  am  referring  to  Singetr.    I  heard  so. 

The  Chairman.  Was  Thomas  Morrison  a  practical  iron  man  ? 

Mr.  Gary.  I  think  he  was  a  furnace  man.  He  may  have  been  a 
superintendent.    Quite  likely  he  wae — of  the  Edgar  Thompson  wocka. 

The  Chairman.  How  about  D.  M.  Clemson  t 

Mr.  Gary.  I  think  he  was  connected  with  the  steamship  lines,  and 
also  the  natural-gas  lines. 

Tiie  Chairman.  How  about  Mr.  Moreland  1 

Mr.  Gary.  What  is  the  name  1 

The  Chairman.  Moreland. 

Mr.  Gary.  He  was  auditor,  I  think.  I  have  read  mope  or  leas 
about  the  company,  and  much  of  what  I  say  is  said  from  my  readii^. 

The  Cratrman.  If  thes^  gentlemen  were  sent  to  inspect  a  property, 
or  if  they  operated  a  property  for  vou,  and  kept  a  carefuf  account 
during  several  years  of  its  acts  and  doings-^its  books — would  you 
accept  their  sworn  valuation  as  being  approximately  near  the  value 
of  we  property  t 

Mr.  Gary.  That  midit  depend  upon  circumstances.  Of  coume  it 
depends  upon  how  the  Dooks  are  kept.  The  Carnegie  people  undoubt- 
edly put  a  large  part  of  their  earnings  into  their  properties,  and 
chained  the  same  to  cost  or  to  expense,  and  I  think  the  money  they 
put  m  those  properties  would  not  represent  their  real  value  or  the 
cost  of  the  properties.  That  would  be  my  judgment  from  what  I  have 
heard.    I  may  be  mistaken,  of  course,  as  m  other  things.. 

The  Chairman.  Judge,  I  want  to  call  your  attention  to  this  state- 
ment. In  March,  1900,  these  gentlemen  made  oath  to  the  following: 
They  stated,  each  man,  that  in  case  of  his  death  or  of  his  leaving  the 
Carnegie  Co.  that  the  books  should  be  so  kept  as  to  be  an  inventoiy 
of  the  actual  value  of  the  propertv. 

Mr.  Gary.  That  is  the  so-callea  '' ironclad  agreement.'' 
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The  Chairman.  The  so-called  '^ironolad  agreem^it."  In  speak- 
ing of  those  books  these  gentlemen  all  swear: 

Those  books  were  tmder  the  supervision  of  the  plaintiff  [Mr.  Frick]  until  the  day 
of  his  resignation  from  the  chairmanship  of  our  company,  etc. 

These  Iwoks  diow  that  the  net  value  on  the  31st  day  of  December,  I899»  of  the  assets 
of  the  association  was  175,610,104.06.  To  a  large  extent  this  book  value  represents 
the  actual  cost  of  the  properties  represented  in  the  balance  sheets  of  the  associa- 
tion, *  *  •  and  we  aver  that  the  valuation  of  the  assets  as  shown  on  said  books 
and  balance  sheets  is  a  full,  lair,  and  accurate  valuation  of  the  same,  and  tiiat  there 
has  aot  been  omitted  from  such  books  and  balance  sheets  any  asset  which  should 
prapeily  find  a  place  thereon. 

How  much  was  it  that  your  company  paid  for  that  property  ! 

Mr.  Gaby.  Mr.  Qiairman,  I  presume  that  what  you  have  read  is 
from  the  answer,  or  at  least  is  the  allegation  orayerment  of  some  of 
the  litigants  in  tne  famous  Frick-Cam^e  suit. 

TheCHAiBMAK.  Yes. 

Mr.  Gary.  It  must  strike  anyone  as  rather  remarkable,  if  the  vidues 
of  the  property  were  as  averred  in  the  answer,  that  the  suit  was  settled 
and  stock  and  bonds  issued  on  the  basis  of  $320,000,000  for  the 
Carnegie  properties,  and  that  within  three  months  of  the  time  you 
have  referred  to — and  that,  amount  of  $820,000,000  probably  was 
very  low.  I  really  do  not  think  that  what  ;^ou  have  tnere  is  a  fair, 
reasonable  basis  for  valuation,  or  that  it  furnishes  evidence  of  values. 
That  would  be  my  opinion  about  that. 

Mr.  Bartlett.  That  is  mere  pleading,  is  it  not  ? 

Mr.  Gary.  That  is  mere  pleading;  and  you  know  what  the  ^'iron- 
clad a^eement''  was,  and  how  it  was  attempted  by  some  of  the  people 
to  settle  the  values  of  the  interests  of  other  people  by  this  agreement; 
and  it  did  not  go  through.  I  do  not  know  anything  about  tne  merits 
of  that  controversy,  i  do  not  care  to  enter  into  a  discussion  of  it  at 
all. 

The  Chairman.  I  am  trying  to  identify  it.  The  property  which 
Frick  and  Carnegie  and  the  rest  of  them  were  in  litigation  about  was 
the  same  property  that  you  afterwards  paid  $320,000,000  for;  two 
years  after  t 

Mr.  Gary.  Part  of  it,  I  think. 

The  Chairbian.  You  only  bought  part  t 

Mr.  Gary.  No  ;  we  bought  it  all,  but  I  do  not  think  all  of  it  was 
included  in  the  suit.    I  am  veiy  sure  it  was  not. 

The  Chairmak.  Do  you  know  what  part  was  not  ? 

Mr.  Gary.  All  of  the  H.  C.  Prick  Ccwe  Co.,  the  largest  part  of  the 
H.  0.  Frick  Coke  Co.,  I  think,  was  not  included  in  this.  That,  I  tfainki 
was  held  by  Messrs.  Frick,  Carnegie,  and  perhaps  two  or  tl»ree 
otiiers— by  their  stock  interests. 

Hie  Chairman.  This  is  the  Carnegie  Steel  Co.  interest  f 

Mr.  Gary.  And  a  kuse  part  of  the  railway  to  the  Lakes,  I  think, 
was  not  in,  and  probab^  other  properties.  I  do  not  want  to  be  led 
into  admitting  or  denying  facts  in  regard  to  that  litigation,  because 
I  am  not  sufficiently  f  amihar  with  it,  Mr.  Chairman. 

Mr.  Bartlett.  You  were  not  a  party  to  it  1 

Mr.  Gary.  No. 

Mr.  Bartubtt.  Nor  your  company  ? 

Mr.  Gary.  Nor  our  company. 

Hie  Ghairman.  I  was  trying  to  identify  the  property 
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Mr.  Littleton.  You  have  said  to-day,  Judge  Gary,  that  commit- 
teemen, members  of  the  committee,  have  asked  you  what  the  value 
of  these  companies  was  at  the  time  they  were  taken  in. 

Mr.  Gaby.  Yes. 

Mr.  LiTTLBTON.  And  as  to  their  overcapitaUzation  or  their  under^ 
capitalization? 

Mr.  Gaey.  Yes. 

Mr.  Littleton.  I  understood  the  meaning  of  your  answer  to  be 
then,  and  I  want  to  be  corrected  if  I  am  wrong,  that  by  the  vitalizar 
tion  of  them  into  a  great  concern  and  the  federation  of  them  so  as  to 
be  active  and  aggressive  in  the  business  of  the  country,  they  took  on, 
bv  that  very  process,  a  greater  value  tlian  they  would  have  in  the 
aloof  and  dismembered  manner  in  which  they  were  conducting  their 
business  before  you  took  them  ? 

Mr.  Gaby.  That  is  correct. 

Mr.  Littlbton.  And  that,  in  itself — that  very  federation  of  them — 
gave  them  that  additional  value  ? 

Mr.  Gaby.  That  is  true,  in  my  opinion. 

The  Chaibhan.  The  committee  does  not  care  to  impose  upon  your 
great  patience;  but  when  I  started  out  with  this  exammation  I 
started  to  ask  you  the  number  of  companies  in  which  you  were  a 
director,  and  the  value  of  those  compames  in  stocks  and  bonds,  etc., 
and  also  the  value  of  subsidiary  companies — for  instance,  like  the 
American  Steel  Founders  Co.     1  believe  you  are  a  director  in  that 

companv  ? 

Mr.  GfABY.  Yes. 

The  Chaibman.  And  the  International  Harvester  Co.  Are  you  a 
director  in  that  ? 

Mr.  Lindabuby.  Does  this  committee  think  it  has  a  warrant  to 
inouire  into  other  businesses  than  the  steel  business f 

The  Chaibman.  I  think  so. 

Mr.  Gaby.  I  have  no  objection,  unless  you  object. 

Mr.  Lindabxtby.  No.  I  wish^  at  least,  the  committee  would  con- 
sider some  decisions  in  the  Supreme  Court  against  the  practice. 

The  Chaibman.  I  would  not  invade  the  judge's  rights.  I  want  you 
to  know  my  purpose  exactly. 

Mr.  Lindabuby.  I  withdraw  the  objection. 

Mr.  Gaby.  I  do  not  care  for  the  purpose. 

The  Chaibman.  I  think  it  is  best  to  explain  it  now,  because  if  I  am 
invading  the  nghts  of  witnesses,  I  do  not  want  to  do  it.  I  do  not 
think  I  am.  Tnis  resolution  provides  that  we  not  only  investigate 
the  affairs  of  the  United  States  Steel  Corporation^  but  that  we  took 
into  the  question  of  interlocking  records  and  afioliations  and  their 
relations  with  any  other  company  in  the  world. 

Mr.  Gaby.  If  my  counsel  will  permit  it,  I  prefer  to  answer. 

Mr.  Lindabuby.  I  have  alreaay  withdrawn  the  objection. 

The  Chairman.  You  are  a  director  in  the  International  Harvester 
Co.» 

Mr.  Gaby.  I  am. 

The  Chaibman.  I  am  not  going  into  the  details  about  it,  as  to  the 
companies  and  the  subsidiary  companies,  but  I  will  ask  you  if  jou 
will  please  place  somewhere  in  the  record  a  statement  of  the  oom- 
panics  in  wnich  you  are  a  director  or  the  subsidiary  compames  in 
those  companies  where  they  are  holding  companies,  or  where  there  is 
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any  relation  between  the  one  company  and  its  other  constituent 
companies,  together  with  the  stocks  and  bonds  of  the  various  com- 
pames.  Please  put  it  in  tabulated  form,  so  that  we  can  form  some 
idea  about  it. 

On  the  part  of  the  committee,  I  wish  to  thank  you  most  sincerely 
for  your  kindness  and  patience.  I  hope  you  will  hold  yourself,  of 
course.  Judge,  ready  to  answer — and  I  Know  you  will — any  summons 
of  the  committee.    For  the  time  being,  at  least,  we  will  excuse  you. 

Mr.  Gabt.  You  know  I  hope  to  go  abroad. 

Mr.  Babtlett.  We  do  not  mean  by  that  to  keep  you  from  going. 

The  Chairman.  No. 

Mr.  LiNDABURY.  If  you  expect  to  examine  others,  Mr.  Gary  will 
be  back  before  you  ^et  through. 

Mr.  Littleton.  I  move  that  the  committee  go  into  executive 
session. 

(The  committee  thereupon,  at  6  o'clock  p.  m.,  went  intb  executive 
session,  and  subsequently  adjourned  until  to-morrow,  Friday,  June 
9,  1911,  at  10.30  o'clock  a.  m.) 

(The  various  documents  hereinbefore  referred  to  as  appended  to 
the  record  of  to-day's  proceedings  are  as  follows:) 

Unitbd  Statbb  Stebl  and  Garnbgie  Pension  Fund — ^Pension  Rules. 

Trustees. —Fnjik  D.  Adams,  Duluih,  Minn.;  Raynal  C.  BoUing,  New  York,  N.  Y.: 
William  B.  Dickson,  New  York,  N.  Y.;  Robert  A.  Franks,  NewYork,  N.  Y.;  Elbert 
H.  Gary,  New  York,  N.  Y.;  James  H.  Hoyt,  Cleveland,  Ohio;  Kempeor  K.  Knapp, 
Chicago,  lU.;  Qeorge  W.  Perkins,  New  York,  N.  Y.;  James  H.  Reed,  Pittsbure,  Pa.; 
Andrew  Squire,  Cleveland,  Ohio.;  Charles  L.  Taylor,  Pittsburg,  Pa.;  Hampden  E. 
Tener,  New  York,  N.  Y. 

Firumee  eommittee. — Elbert  H.  Gary  (chairman),  Robert  A.  Franks,  Geoige  W. 
Perkins,  James  H.  Reed,  Hampden  E.  Tener. 

Pension  eommif/ee.— Rayna)  0.  Boiling  (chairman),  Elbert  H.  Gary,  James  H.  Reed, 
Charles  L.  Taylor. 

General  executive  officers, — Elbert  H.  Gary  (chairman).  New  York,  N.  Y.;  Georae  W. 
Perkins  (vice  chairman,)  New  York,  N.  Y.;  Robert  A.  Franks  (treasurer).  New  York, 
N.  Y.;  Raynal  C.  Rollins  (secretary).  New  York,  N.  Y. 

Manager:  J.  B.  Erskine,  Oliver  Building,  Pittsburs;,  Pa. 

The  United  States  Steel  and  Carnegie  pension  fund  was  established  in  the  year  1910 
by  the  joint  action  of  the  United  States  Steel  Corporation  and  Andrew  Camene.  Its 
purpose  is  the  payment  to  employees  of  old-age  pensions  from  the  income  of  the  fund. 
For  this  purpose  the  United  States  Steel  Corporation  provided  $8,000,000,  which,  with 
the  Carnegie  relief  fund  of  $4,000,000  created  by  Anarew  Came^e  on  March  12, 1001. 
makes  up  a  joint  fund  of  $12,000,000.  This  pension  fund  is  admmistered  by  a  board  oi 
12  trustees,  through  a  manager  appointed  by  the  board  with  such  powers  and  duties 
as  may  be  nven  him  by  the  board.  The  pension  rules  are  establisned  by  resolution 
of  the  board  of  trustees. 

WHO  MAT  OBTAIN  PBNaiONS. 

(1)  Emplovees  of  the  United  States  Steel  Corporation  or  of  any  other  corporation 
a  majority  of  whose  capital  stock  is  owned  or  controlled  by  the  United  States  Steel 
Corporation,  or  of  the  board  of  trustees  of  this  pension  fund,  may  obtain  pensions  imder 
the  following  conditions: 

1.  Pensions  hy  compulsory  retirement, — (2)  All  men  who  have  been  20  years  or  longer 
in  the  service  and  have  reached  the  age  of  70  years  shall  be  retired  and  pensioned. 

(3)  All  women  who  have  been  20  years  or  longer  in  the  service  and  have  reached 
the  age  of  60  yean  shall  be  retired  and  pensioned. 

(4)  At  the  request  of  their  employing  officers,  persons  employed  in  executive  or 
administrative  positions  may  be  allowed  to  continue  in  active  service  after  reaching 
the  affes  mentioned  above. 

2.  Pentions  by  retirement  at  request,— {h)  Any  man  who  has  been  20  years  or  longer 
in  the  service  and  has  reached  the  age  of  60  years  may  be  retired  and  pensioned  either  at 
his  own  request  or  at  the  request  oi  his  employing  officer. 
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(6)  Any  woman  who  has  been  20  years  or  longer  in  the  service  and  has  reached 
the  age  of  50  years  may  be  retired  and  pensioned  either  at  her  own  request  or  at  the 
request  of  her  employing  officer. 

3.  Pensions  for  i^ermaneni  incapacity. — (7)  Any  employee  who  has  been  20  years  or 
longer  in  the  service  and  has  become  permanentl^r  totally  incapacitated  through  no 
fault  of  his  or  her  own  as  a  result  of  sicJmess,  or  injuries  received  while  not  on  doty, 
may  be  pensioned  at  the  discretion  of  the  b<Matl  of  trustees. 

AMOUNT  OF  PEN8I0KS. 

(8)  The  monthly  pensions  to  be  paid  will  be  made  up  on  the  following  basis,  subject 
to  the  provisions  of  section  27: 

For  each  year  of  service  1  per  cent  of  the  average  regular  monthly  pay  received 
during  the  last  10  years  of  service. 

Illustration. — ^An  emplovee  who  has  been  25  years  in  the  service  and  has  received 
an  average  regular  monthly  pay  of  |60  a  month  will  receive  a  pension  allowance  of 
25  ner  cent  of  $60,  or  $15  a  month. 

(9)  No  pension  granted  shall  be  more  than  $100  a  month  or  less  than  $12  a  month. 

•  HOW  TO  OBTAIN  PENSIONS. 

Pensions  by  compulsory  reliremeni. — (10)  Employing  officers  will  report  to  the  man- 
ager of  the  fimd  the  name  of  every  man  who  has  been  20  years  or  lonser  in  the  service 
and  has  reached  the  age  of  70  years,  and  of  every  woman  who  has  been  20  years  or 
longer  in  the  service  and  has  reached  the  age  of  60  years.  These  reports  will  be  sent 
to  we  president  ef  the  company  concerned  for  his  approval. 

Penswns  hy  retirement  at  reouest. — (11)  Any  man  wno  has  been  20  years  or  longer  in 
the  service  and  has  reached  tne  age  of  60  years,  and  any  woman  who  haa  been  20  yeans 
or  longer  in  the  service  and  has  reached  the  age  of  50  years,  who  wishes  to  be  retired 
and  pensioned,  should  notify  his  or  her  employing  officer. 

(12)  Any  employing  officer  who  wishes  to  retire  an  employee  who  has  reached  the 
age  and  has  had  the  length  of  service  fixed  for  retirement  by  request  must  notify  such 
employee  and  report  to  the  manager  of  the  fund  the  request  that  such  employee  be 
retired  and  pensioned.  These  requests,  whether  from  an  employee  or  an  employing 
officer,  will  be  sent  to  the  president  of  the  company  concerned  for  his  approval. 

Pensions  for  permanent  tncapoetiy.— (13)  Any  employee  who  has  served  20  years 
and  who  is  permanently  totally  incapacitated  through  no  fault  of  his  or  her  own  as  a 
result  of  siclmess,  or  injuries  received  while  not  on  duty,  may  notif}r  his  or  her  employ- 
ing officer  and  apply  for  a  pension.  Every  such  application  will  be  sent  by  the 
employing  officer  to  the  president  of  the  company  concerned  for  his  approval.  In 
every  such  case  it  must  be  shown  to  the  satisfeiction  of  the  board  of  trustees  by  physical 
examination  that  the  employee  applying  for  a  pension  is  permanently  totally  incapaci- 
tated to  earn  a  Uvelihooa. 

QENBRAL  BBODLATIONS. 

(14)  Pensions  from  the  fund  will  be  paid  only  to  those  employees  who  have  given 
their  entire  time  to  the  service  of  corporations  included  under  the  provisions  of  the 
fund. 

(15)  The  acceptance  of  a  pension  from  the  fund  shall  not  bar  any  former  employee 
from  engaging  in  other  business  so  long  as  such  other  business  is  not  of  the  same  char- 
acter as  the  former  employment.  No  employee  receiving  a  pension  may  reenter  the 
service. 

(16)  Length  of  service  shall  be  reckoned  from  the  date  since  which  the  employee  haa 
been  continuously  in  the  service  to  the  date  when  retired,  and  a  part  of  a  year  if  leas 
than  a  half  shall  not  be  counted;  if  more  than  a  half  it  shall  be  counted  as  a  full  year. 

(17)  Leave  of  absence,  suspension,  temporary  lay-ofiF  on  account  of  reduction  in 
force,  or  disability  shall  not  be  considered  as  breaks  in  the  continuity  of  service,  and 
time  thus  lost  shall  not  be  deducted  in  reckoning  the  length  of  service. 

(18)  Dismissal  or  voluntarily  leaving  the  service  followed  by  reinstatement  within 
two  years  shall  not  be  considered  as  breaks  in  the  continuity  of  service,  but  the  time 
thus  lost  shall  be  deducted  in  reckoning  the  length  of  service. 

(19)  The  board  of  trustees  shall  fix  the  date,  in  each  case,  upon  which  the  pensions 
shall  begin. 

(20)  Pensions  shall  be  paid  monthly  at  the  close  of  each  month,  unless  revoked  bv 
the  board,  and  shall  terminate  with  payment  for  the  month  succeeding  that  in  which 
the  death  of  the  employee  occurs. 
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(21)  Whenever  the  terms  '' service"  and  '4n  the  service"  are  used  in  these  rules 
they  mean  employment  by  the  United  States  Steel  Corporation,  bv  one  or  more  cor- 
porations a  majority  of  whose  stock  is  owned  or  controlled  by  the  United  States  Steel 
Corporation,  by  their  predecessors,  or  by  the  board  of  trustees  of  this  fund. 

(22)  Pendons  may  be  withheld  or  terminated  in  case  of  misconduct  qn  the  part  of 
the  beneficiaries  or  for  other  cause  sufficient  in  the  judgment  of  the  board  of  trustees 
to  warrant  such  action. 

(23)  In  order  that  direct  personal  relations  with  retired  employees  may  be  pre- 
preserved  and  that  such  employees  may  continue  to  enjoy  the  benefits  of  pensions 
granted  them,  no  assignment  of  pensions  will  be  permitted  or  recognized  under  any 
circumstances;  neither  shall  pensions  be  subject  to  attachment  or  other  legal  process 
for  debts  of  the  beneficiaries. 

(24)  This  pension  plan  is  a  purely  volimtary  provision  for  the  benefit  of  employees 
superannuated  or  totally  incapacitated  after  long  and  faithful  service  and  constitutes 
no  contract  and  confers  no  legal  rights  upon  any  employee. 

(25)  The  manager  of  the  fund  ansM  decide  all  (questions  arising  out  of  the  admini»- 
tration  of  the  fund  and  relating  to  employees,  subject  to  a  right  of  appeal  to  the  board 
of  trustees  within  30  days  after  notice  to  the  persons  interested  of  the  manager's  deci- 
sion. The  action  of  the  board  of  trustees  or  of  any  committee  designated  by  the  board 
to  hear  such  appeals  shall  be  final  and  conclusive. 

(26)  Neither  the  creation  of  this  fund  nor  any  other  action  at  any  time  taken  by  any 
corporation  included  under  the  provisions  of  the  fund  or  by  the  board  of  trustees  shall 
give  to  any  employee  a  right  to  be  retained  in  the  service,  and  all  employees  remain 
subject  to  discnarge  to  the  same  extent  as  if  this  pension  fund  had  never  been  created. 

(27)  Whenever  it  may  be  found  that  the  basis  named  for  pensions  shall  create  total 
demands  in  excess  of  the  annual  income  increased  by  any  surplus  deemed  applicable 
by  the  board  of  trustees,  a  new  basis  may  be  adopted  reducing  the  pensions  thereto- 
fore or  thereafter  granted  so  as  to  bring  the  total  expenditures  within  the  limitations 
fixed  by  the  board  of  trustees.  Notice  of  such  new  basis  shall  be  given  before  the 
beginning  of  the  year  in  which  it  may  be  decided  to  put  the  same  into  effect.  These 
pension  rules  may  be  changed  by  the  board  of  trustees  at  its  discretion. 

(28)  An  annual  report  giving  an  account  of  the  fund  and  its  administration  will 
be  made  as  soon  after  the  first  of  each  year  as  practicable,  and  copies  of  such  report 
will  be  posted  at  all  mills,  mines,  railroads,  shops,  and  other  works  and  published  in 
such  newspapers  as  may  be  designated  by  the  board  of  trustees. 

By  order  of  the  board  of  trustees  these  rules  for  the  administration  of  this  fund 
shall  take  e£fect  on  January  1,  1911,  and  shall  apply  to  those  who  are  in  the  service  on 
and  after  that  date. 

Unftbd  States  Steel  Corporation,  Voluntary  Accident  Relief  Plan,  May  1, 
1911,  Provided  by  Subsidiary  Companies  for  Employees  Injured  and  thi 
Famtmbb  09  Emflotbes  Killed  in  Work  Accidents. 

accident  relief. 

(1)  This  plan  of  relief  is  a  purely  voluntary  provision  made  by  the  company  for  the 
benefit  of  employees  injured  and  the  families  of  employees  killed  in  the  service  of 
the  company  and  constitutes  no  contract  and  confers  no  right  of  action.  The  entire 
amount  of  money  required  to  carry  out  the  plan  will  be  provided  by  the  company 
with  no  contribution  whatsoever  from  the  employees. 

(2)  Where  the  word  * 'manager"  appears  in  this  plan  of  relief  it  means  that  official 
of  the  company  who  has  chaige  of  this  relief  for  his  company. 

(3)  The  decision  of  the  manager  of  this  relief  shall  be  final  with  respect  to  all  qucs- 
dona  ariaing  under  this  plan  of  relief,  and  he  shall  have  full  discretionary  power  in 
paying  relief  to  meet  any  conditions  which  may  arise  and  may  not  be  covered  by  this 
statement. 

(4)  The  privil^e  of  this  relief  will  take  effect  as  soon  as  an  employee  enters  the 
service  of  tlie  company,  will  continue  so  long  as  the  plan  remains  in  operation  during 
such  service,  and  will  terminate  when  he  leaves  the  service. 

(5)  Payment  of  this  relief  will  be  made  only  for  disablement  which  ha^  been  caused 
solely  by  accidents  to  employees  during  and  in  direct  and  proper  connection  with  the 
performance  of  duties  to  which  the  employees  are  assigned  in  the  service  of  the  com- 
pany, or  which  they  are  directed  to  perfonn  by  proper  authority,  or  from  accidents 
which  occur  in  voluntarily  protecting  the  company  s  property  or  interests.  Relief 
will  not  be  paid  unless  investigation  of  the  causes  and  circumstances  of  the  injury 
shows  that  it  was  accidentally  inflicted  and  that  it  renders  the  emplo>eo  unablo  to 
perform  his  duties  in  the  service  of  the  company  or  in  any  other  occupatifm. 

(6)  No  relief  will  be  paid  for  the  first  Ion  days  of  disablement. 


300  UNITED  STATES  STEEL  COBPOBATION. 

(7)  No  employee  will  be  entitled  to  receive  relief  except  for  the  time  during  which 
the  surgeon  certifies  that  he  is  unable  to  follow  his  usual  or  any  other  occupation. 

(8)  Employees  will  not  be  entitled  to  receive  disablement  relief  for  any  time  for 
which  wa^es  are  paid  them. 

(y)  The  cotfipany  will  provide  treatment  by  surgeons  and  hospitals  of  its  selection. 

(10)  The  company  will  furnish  artificial  limbs  and  trusses  in  cases  where  these  are 
needed. 

( 11 )  All  men  injured  in  the  ser\ace  of  the  company  must  obey  the  surgeon's  instruc- 
tions in  reporting  for  examination,  using  the  remedies  and  following  the  treatment 
prescribed,  and  going  to  the  hospital  if  directed.  No  relief  will  be  paid  unlesd  these 
instructions  are  obeyed.  All  employees  who  are  disabled  but  not  confined  to  the 
house  must  report  in  person  at  the  surgeon's  oflice,  from  time  to  time  as  reasonably 
requeued,  and  must  keep  any  other  appointments  made  by  the  surgeon. 

(12)  All  employees  who  wish,  while  aisabled,  to  go  away  from  their  usual  place  of 
residence,  must  i^rst  arrange  with  their  employing  ofl^cer  and  with  the  surgeon  in 
charge  as  to  the  absence  and  the  evidence  of  continued  disablement  to  be  furnished. 
Such  employees  roust  report  as  often  and  in  such  manner  as  may  be  required  of  them. 

(13)  Where  it  is  shown  to  the  satisfaction  of  the  manager  that  single  men  contribute 
regularly  to  the  support  of  actual  dependents,  the  mana||[er  sbaM  have  authority  to 
fix  the  amount  of  relief  within  the  limits  of  relief  for  mamed  men. 

(14)  No  relief  will  be  paid  to  any  emplovee  or  his  family  if  suit  is  brought  against 
the  company.  In  no  case  whatsoever  will  the  company  deal  with  an  attorney  or 
with  anyone  except  the  injured  man  or  some  member  of  his  family  in  the  matter  of 
relief  to  be  paid  under  this  plan,  because  it  is  part  of  the  plan  that  the  whole  amount 
paid  shall  bevoceived  by  the  employee  and  his  family. 

(15)  No  relief  will  be  paid  for  injuries  caused  or  contributed  to  by  the  intoxication 
of  the  employee  injured  or  his  use  of  stimulants  or  narcotics  or  his  taking  part  in  any 
illegal  or  immoral  acts. 

(16)  All  employees  of  the  company  who  accept  and  receive  any  of  this  relief  will 
be  required  to  sign  a  release  to  the  company. 

(17)  Whenever  the  persons  entitled  to  receive  any  lump  sum  so  consent  the  relief 
will  be  paid  to  a  saving  bank  or  trust  company  to  be  held  at  interest  and  paid  over  to 
the  persons  entitled  to  it  in  such  instalments  as  may  be  agreed  upon.  This  is  earnestly 
recommended  in  all  cases. 

TEMPORARY  DISABLEMENT 

(18)  Under  the  terms  and  conditions  stated  here,  employees  shall  be  entitled  to 
the  following  temporary  disablement  relief,  but  no  such  relief  will  be  paid  for  the  first 
10  days  nor  for  longer  than  52  weeks. 

Single  men. — Single  men  who  have  been  five  years  or  less  in  the  service  of  the 
company  shall  receive  35  per  cent  of  the  daily  wages  they  were  receiving[  at  the  time 
of  the  accident.  Single  men  of  more  than  five  years'  service  shall  receive  an  addi- 
tional 2  per  cent  for  each  year  of  service  over  five  years.  But  in  no  case  shall  single 
men  receive  more  than  $1.50  per  day. 

Married  men. — Married  men  living  with  their  families  who  have  been  in  the  service 
of  the  company  five  years  or  lees  shsQl  receive  50  per  cent  of  the  daily  waj^es  they  were 
receiving  at  the  time  of  the  accident.  For  each  additional  year  of  service  above  five 
yean*,  2  per  cent  shall  be  added  to  the  relief.  For  each  child  under  ISyears,  5  per 
cent  shall  be  added  to  the  relief.  But  in  no  case  shall  this  relief  exceed  $z.50  per  oay 
for  married  men.  Married  men  not  living  with  their  families'shall  be  classed  as  single 
men. 

PERMANENT   DISABLEMENT. 

(10)  The  amount  of  relief  which  will  be  paid  to  employees  who  have  sustained  some 
permanent  disablement,  such  as  the  loss  of  an  arm  or  leg,  will  depend  upon  the  extent 
to  which  such  disablement  renders  it  difficult  for  them  to  obtain  employment.  The 
kinds  of  disablement  that  mav  occur  and  the  extent  to  which  each  interferes  with 
employment  differ  so  greatly  tliat  it  is  impossible  to  provide  any  adequate  schedule 
of  relief  which  will  be  paia  in  all  case?  of  permanent  disablement.  The  amounts 
which  will  be  paid  in  cases  not  specifically  mentioned  here  must  of  necessity  be  left 
to  the  discretion  of  the  manager,  but  it  is  the  intention  of  the  company  that  this 
discretion  shall  be  so  exercised  in  all  cases  as  to  afford  substantial  relief  corresponding 
as  far  as  possible  with  the  amoimts  stated  below,  considering  the  special  circumstances 
of  each  case  and  the  character  and  extent  of  the  injury: 

(a)  For  the  lose  of  a  hand,  12  months'  wages. 

(6)  For  the  loss  of  an  arm,  18  month.s'  wflgen. 
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For  the  loes  of  a  foot,  9  months'  wages. 
For  the  loss  of  a  leg,  12  months'  wages. 
iej  For  the  loss  of  one  eye^  6  months'  wages. 

ifi  For  permanent  total  disablement,  sudi  amount  as  shall  be  required  in  the  judg- 
ment of  the  manager  to  make  suitable  provision  for  the  injured  man,  but  in  no  case 
less  than  the  death  relief  for  such  a  man. 

Loss  of  both  hands,  feet,  or  eyes,  or  of  any  two  of  these  members,  shall  be  classed 
as  permanent  total  disablement. 

DEATH. 

(20)  Relief  for  the  families  of  employees  killed  in  accidents  which  happen  in  the 
wwk  of  the  company  will  be  paid  only  where  the  death  of  the  employee  &  shown  to 
have  resulted  from  an  accident  (or  sunstroke  or  heat  exhaustion)  in  Uie  work  of  the 
company  during  and  in  direct  and  proper  connection  with  the  performance  of  duties 
to  wnich  the  employee  had  been  assigned  in  the  service  of  the  company  or  which  ha 
had  been  directed  to  perform  by  proper  authority,  or  from  accidents  which  occur  in 
voluntarily  protectinB  the  company's  property  or  interests. 

(21)  Death  relief  will  be  paid  as  soon  as  possible  after  the  required  proof  of  cause  of 
death  is  obtained  and  a  satisfactory  release  given. 

f 22)  The  companv  will  pay  reasonable  funeral  expeoises,  not  to  exceed  1100. 

(23)  No  relief  will  be  paid  for  death  caused  or  contributed  to  by  the  intoxicatioD  of 
the  employee  killed,  or  his  use  of  stimulants  or  narcotics  or  his  taking  part  in  any 
illegal  or  immoral  acts. 

(24)  No  relief  will  be  paid  to  the  ftunily  of  any  employee  if  suit  is  brought  against  the 
company. 

(2d)  Under  the  terms  and  conditions  stated  here,  the  widows  and  children  of 
employees  killed  in  accidents  which  happen  in  the  work  of  the  company  shall  be 
entitled  to  the  following  death  relief: 

In  the  case  of  marriea  men  living  with  their  families,  who  have  been  in  the  service 
of  the  company  five  years  or  less  and  leave  widows  or  children  under  16  years  of  age. 
the  omipany  will  pay  relief  to  an  amount  ec^ual  to  18  months'  wages  of  the  deceased 
employee.  For  each  additional  year  of  service  above  five  years.  8  per  cent  shall  be 
added  to  this  relief.  For  each  child  under  16  years,  10  per  cent  shalibe  added  to  this 
relief.  • 

Bat  in  no  case  shall  this  death  relief  exceed  13,000. 

(26)  This  plan  of  relief  will  be  continued  in  operation  for  one  year  from  May  1, 1911, 
but  may  be  modified  to  conform  to  any  statuto^  plans. 
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Special  GoMMrmsB  on  the  Investtoation  of  the 

United  States  Steel  Corporation, 

Friday,  June  fi,  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 
The  Chairman.  The  committee  will  resume  its  session. 

STATEMENT  OF  MB.  JAMES  OAYLET. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Young.  What  is  your  business,  Mr.  Gaylev  ? 

Mr.  Gayley.  Well,  I  have  a  considerable  number  of  interests  that 
I  am  identified  vith — ^investments.  I  am  interested  in  various  enter- 
prises that  I  am  connected  with  through  investments. 

Mr.  Young.  Largely  in  connection  with  iron  and  steel? 

Mr.  Gatubt.  Not  now. 

Mr.  Young.  Were  you  at  one  time  connected  with  the  Carnegie 
Co.! 

Mr.  Gayuby.  I  was. 

Mr.  Young.  When  did  that  connection  begin? 

Mr.  GAYunr.  In  1886. 

Mr.  Young.  In  what  capacity  were  you  connected  with  the  com- 
pany at  that  time? 

Mr.  Gayijsy.  I  went  with  them  as  superintendent  of  their  blast 
furnaces  manufactory — ^the  pig-iron  department. 

Mr.  Young.  How  long  did  you  continue  with  them  in  that  ca- 
pacity ? 

Mr.  Gaylby.  Until  1892.  and  then  I  was  made  general  manager  of 
the  E(^r  Thomson  Steel  Works,  and  was  in  tnat  capacity  until 
1896. 

Mr.  Young.  Did  you  continue  in  their  employment  after  1896? 

Mr.  Gayi^y.  From  that  time  up  until  the  formation  of  the  Steel 
Corporation. 

Mr.  Young.  In  what  capacity? 

Mr.  GAYiiEY.  I  left  the  works  to  go  into  the  general  office  to  be 
identified  with  the  raw-material  department,  as  the  man  in  charge 
was  in  ill  health,* and  I  left  the  works  to  get  acquainted  with  that 
department  of  the  company's  business,  and  m  about  a  year  or  a  year 
and  a  half  my  predecessor  retired  and  I  had  charge  of  the  procuring 
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of  the  raw  material  in  the  shape  of  ores,  limestone,  etc,  that  the  Car- 
ne^e  Steel  Co.  used. 

Mr.  Young.  You  became  interested  as  a  partner  in  the  business? 

Mr.  Gayuby.  I  did. 

Mr.  Young.  At  what  time? 

Mr.  Gaylby.  About  1892. 

Mr.  Young.  About  the  time  you  took  charge  of  the  Edgar  Thom- 
son Steel  Works? 

Mr.  Gayley.  In  the  same  year :  earlier  in  the  year. 

Mr.  Young.  When  you  enterea  the  employ  of  the  Carnegie  Co.  in 
1885  what  did  its  property  consist  of,  in  a  general  way  ? 

Mr.  Gaylby.  Tnere  principal  works,  the  works  I  was  connected 
with,  the  Edgar  Thomson  Steel  Works  &  Furnaces,  and  in  addition 
to  that  they  had  the  Union  mills  making  some  plates  and  structural 
material  in  Pittsburg;  they  had  the  Lucy  furnaces  in  Pittsburg; 
thev  had  the  Scotia  mine  in  Center  County,  in  Pennsylvania;^  they 
had  a  coke  operation  near  Pittsburg;  and  they  were  interested  in  the 
H.  C.  Frick  Co. 

Mr.  Young.'  Do  you  remember  to  what  extent  they  were  interested 
in  the  H.  C.  Frick  Co.  at  that  time? 

Mr.  Gaylby.  I  do  not. 

Mr.  Young.  Was  there  any  growth  of  the  property  and  business 
from  1885  up  to  the  time  that  the  property  was  purchased  by  the 
United  States  Steel  Corporation  ? 

Mr.  Gaylby.  Tremenaous.    The  progress  was  tremendous. 

Mr.  Young.  Will  you  state  in  what  directions  it  was  and  describe 
it  as  well  as  you  can  s 

Mr.  Gayley.  The  Edgar  Thomson  Works  was  largely  increased. 
When  I  first  went  with  them  they  had  five  blast  furnaces.  In  1900 
they  had  11.  They  had  increased  the  capacity  of  their  steel  mill  and 
their  rail  mill  at  tnat  plant.  They  had  acquired  the  Duquesne  Steel 
Works.  They  had  erected  six  blast  furnaces  there  with  a  capacity  of 
perhaps  600  tons  a  day  or  3,000  tons  total  capacity.  They  had  ex- 
panded in  a  great  degree  the  Homestead  Steel  Works.  They  had 
acquired  it  and  during  that  period  they  had  built  it  from  a  miU  into 
a  city  of  mills.  They  had  aC(]uired  large  ore  holdings  in  the  Lake 
Superior  region.  They  acquired  the  railroad  from  Lake  Erie  at 
Conneaut  to  the  works  on  the  Monongahela  River  near  Pittsburg. 
They  had,  through  the  Frick  Coke  Co.,  of  course  increased  their  in- 
terest by  the  acquisition  through  that  company  of  coking  coal  lands. 

Mr.  Young.  Had  there  been  during  this  period  an  improvement  in 
the  technical  methods  of  the  corporation  and  the  manufactui*e  of  iron 
and  steel  by  the  use  of  new  inventions  and  processes,  things  of  that 

sort? 

Mr.  Gaym:y.  There  was  a  constant  progress  in  the  iron  and  steel 
industry  at  that  time,  methods  of  making  steel,  more  economical 
production  of  pig  iron,  the  selection  of  ores  to  make  iron  more  eco- 
nomically, improvements  in  rolling  and  the  general  improvements 
that  occurred  during  that  period  in  what  might  be  comprehended 
under  the  metallurgy  and  mechanics  of  making  iron  and  steel. 

Mr.  Young.  What  effect,  if  any,  did  these  improvements  have  on 
the  value  of  the  property  as  a  whole? 
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Mr.  Oaylet.  It  increased  its  earning  capacity  tremendously. 

Mr.  Young.  During  the  early  years  that  you  were  with  the  com- 
pany in  what  manner  did  it  secure  its  ore  supply! 

Mr.  Oayl£T.  By  purchase. 

Mr.  YouNO.  How  long  did  that  policy  continue,  up  to  what  time? 

Mr.  Gayiey.  Almost  entirely  up  to  1897. 

Mr.  Young.  Did  it  procure  its  ore  holdings  in  1897? 

Mr.  Gayley.  It  had,  as  I  stated,  the  small  mine,  the  Scotia  mine 
in  Center  C!ounty,  Pa.,  and  then  in  1894, 1  think  it  was,  Mr.  Henry 
W.  Oliver,  of  Pittsburg,  had  procured  a  mine  in  the  Mesaba  range 
and  he  got  the  Carnegie  Steel  Co.  to  take  an  interest  in  it. 

Mr.  Young.  What  mine  was  that? 

Mr.  Gayley.  It  was  known  as  the  Mesaba  mine,  at  Virginia,  Minn. 
That  was  the  beginning  of  their  ore  holdings. 

Mr.  Young.  And  wnat  was  the  annual  production  of  this  small 
mine  in  Pennsylvania  ? 

Mr.  Gayley.  Oh,  very  small ;  I  do  not  suppose  over  30,000  tons  a 
year. 

Mr.  Young.  What  was  the  production  of  this  Mesaba  Mountain 
mine,  acquired  about  1894? 

Mr.  Gayley.  I  should  judge  about  half  a  million  tons  a  year. 

Mr.  Young.  At  that  time  about  how  much  ore  did  the  Carnegie 
Co.  use  annually,  in  1894  ? 

Mr.  Gayley.  About  a  million  and  a  half  tons,  I  should  say. 

Mr.  Young.  So  it  produced,  after  obtaining  this  mine  through  Mr. 
Oliver,  about  one-third  of  what  it  used? 

Mr.  Gayley.  About  that. 

Mr.  Young.  Do  you  remember  how  the  prices  of  ore  were  running 
dnring  the  years  from  1893  to  1898  and  1899  ? 

Mr.  Gayley.  I  have  here  an  ore  manual  which  gives  the  ore  prices 
from  the  Iron  Trade  Review,  of  Cleveland.  That  is  considerea  reli- 
able information.  It  gives  the  prices  for  the  Bessemer  and  non-Bes- 
semer ores  on  the  different  ranges.    It  is  not  comprehensive. 

Mr.  Young.  It  is  not  comprehensive? 

Mr.  Gayley,  I  mean  it  is  not  a  summarized  average  price  of  the 

whole  range. 

Mr.  Young.  You  regard  that  as  an  accurate  statement? 

Mr.  Gayley.  I  do. 

Mr.  Young.  Without  stopping  to  read  it,  I  will  ask  that  that  part 
be  handed  to  the  stenographer  to  be  put  in  the  minutes. 

The  Chairman.  What  is  the  name  of  the  publication? 

Mr.  Gayley.  This  book  is  compiled  by  Rukard  Hurd. 

Mr.  LiNDABUKY.  What  is  the  date  of  the  publication  ? 

Mr.  Gayley.  1911. 

Mr.  LiNDABURY.  And  the  page? 

Mr.  Gayley.  Fifty-two. 

Mr.  Young.  That  table  gives  the  prices  from  1855  to  1911  ? 

Mr.  Gayley.  It  does. 

The  Chairman.  Who  is  that  book  published  by  ? 

Mr.  Young.  It  says:  "  F.  M.  Catlin,  sales  agent,  510  Capital  Bank 
Building,  St  Paul,  Minn."  The  name  of  the  publishers  does  not  ap- 
pear. Mr.  Hurd  is  described  as  secretary  of  the  Minnesota  Tax  Com- 
mission. 
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(The  table  above  referred  to  by  Mr.  Young  follows:) 

Prices  of  iron  ore  at  lower  ports  for  each  range  since  opening, 
[Reprinted  from  tlie  Iron  Trade  Review.] 


Yean. 


1855. 

1856. 

1857. 

1858. 

1859. 

18i0. 

1861. 

1862. 

1863. 

1864. 

1H66. 

1866. 

1867. 

1868. 

1869. 

1870. 

1871. 

1872. 

1878. 

1874. 

1875. 

1876. 

1877. 

1878. 

1879. 

1880. 

1881., 

18821 

1883. 

1«84«, 

1885.. 

1886.. 

1887. 

1888.. 

1889.. 

1890.. 

1891.. 

1892  . . 

1893.. 

1894.. 

1895.. 

1896.. 

1897.. 

1698.. 

1899.. 

1900.. 

1901.. 

1902.. 

1903.. 

1904.. 

1905.. 

1906.. 

1907.. 

1908.. 

1909.. 

1910  . . 

1911 . . 


Old  Rangre- Vermilion. 


Beesemer. 


110.00 
8.00 
800 
6.50 
6.00 
5.25 
5.25 
5.25 
7.60 
8.50 
7.60 
9.50 

10.50 
8.25 
8.25 
8.50 
8.00 
9.00 

12.00 
9.00 
7.00 
6.75 
6.50 
5.50 
6.25 
9.26 
9.00 
9.00 
6.00 
5.25 
4.75 
5.25 
6.00 
4.75 
4.50 
5.50 
4.50 
4.  .50 
3.85 
2.75 
2.90 
4.00 
2.60 
2.75 
3.00 
5.60 
4.25 
4.25 
4.50 
3  25 
3.75 


4. 
5. 
4. 
4. 

5. 


25 
00 
60 
50 
00 


4.50 


Non- 
Bessemer. 


SIO.OO 
8.00 
8.00 
6.50 
6.00 
5.50 
5.00 
5.37 
7.50 
8.50 
7.50 
9.50 
8.00 
8.25 
9.50 
8.50 
8.00 
7.60 
9.00 
7.00 
4.50 
5.50 
4.25 
4.25 
4.75 
8.00 
7.00 
6.25 
4.75 
'4.50 
4.00 
4.50 
5.00 
4.00 
4.60 
5.25 
4.25 
3.65 
3.20 
2.50 
2.25 
2.70 
2.15 
1.85 
2. 15 
4.25 
3.00 
3.25 
3.60 
2.75 
8.20 
8.70 
4.20 
3.70 
3.70 
4.20 
3.70 


Mesaba. 


Bessemer. 


Non* 
Bessemer. 


13.00 
2.35 
2.15 
8.50 
2.25 
2.25 
2.40 
4.50 
3.25 
3.25 
4.00 
3.00 
3.50 
4.00 
4.75 
4.25 
4,2f) 
4.75 
4.25 


Prices  of  pig  iron  and 
proauctlon. 


91.90 
2.25 
1.90 
1.75 
2.00 
4.00 
2.75 
2.75 
3.20 
2.50 
8.00 
3.50 
4.00 
3.50 
3.50 
4.00 
3.50 


Price. 


127.75 
27.12 
26.37 
22.26 
23.37 
22.75 
20.25 
23.87 
35.25 
59.25 
46.12 
46.87 
44.12 
39.25 
40.62 
33.25 
35.12 
48.87 
42.75 

ao.25 

25.60 
22.25 
18.87 
17.62 
21.50 
28.50 
25.12 
21.85 
19.04 
17.18 
15.27 
18.96 
21.37 
17.88 
18.00 
22.15 
15. 15 
15.00 
12.65 
9.65 
9.40 
12.40 
8.35 
9.55 
10.30 
24.15 
16.15 
L').90 
21.60 
13.35 
15.60 
17.25 
21.50 
16.00 
14.75 
19.00 


Long  tons. 


700,159 

788,516 

712,640 

629,548 

750,660 

821.223 

653,164 

703,270 

846.075 

1,014,282 

831,770 

1.205,663 

1,306.023 

1,481,250 

1.71l.2«7 

1,665,170 

1,706.793 

2,548,718 

2,660,963 

2,401,262 

2,023,733 

1,868,961 

2,066,594 

2,301,215 

2,741,888 

3,835,191 

4,144,264 

4.623,828 

4,505,510 

4,087,868 

4,044.526 

5.683,329 

6,417,148 

6,489.738 

7.608,642 

9,202,703 

8,279,870 

9,157,000 

7, 124.  .^02 

6,657,388 

9,446,306 

8,623,127 

9.652.680 

11.778,934 

13,620,703 

18,789,242 

15,878,354 

17.821,307 

}8, 009. 262 
6,497,088 
22,992,880 
25,807,191 
25,781.361 
15,996,018 
25.795.471 
27,298,546 


>  Prior  to  18R2  prices  are  for  No.  1  anthmriu^  foundry  i>iar  iron  at  Philadelphia.    Succeeding  prices 
are  for  Bessemer  pig  Iron  in  the  valley  at  the  time  ore  pricesj  were  fixed. 
I  The  Vermilion  and  Gogebic  Ranges  opened  in  1884. 

Mr.  Young.  Does  this  book  which  ^ou  have  contain  a  record  of 
shipments  of  ore  from  the  Lake  Superior  reffion? 

ih:  Gaylet.  During  what  period  ? 

Mr.  Young.  During  the  continuance  of  the  industry.  I  thought 
I  saw  something  of  tnat  kind  opposite  the  page  to  which  we  were 
referring. 
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Mr.  Gayuby.  From  1885  untU  1910,  inclusive. 
Mr.  Young.  And  it  appears  upon  what  paget 
Mr.  Gaylet.  Page  51. 
Mr.  Young.  I  oner  that  page  in  evidence. 
(The  page  referred  to  by  M&.  Young  follows) : 

Yearly  tonnage  shipmeniB  of  iron  ore  from  each  range  of  the  Lake  Superior 
diatrict  Hnce  the  opening  of  the  lock  and  canal  at  Sault  8te,  Marie  in  1853, 

[Reprinted  from  the  Iron  Trade  Review.] 


Yeaxt. 


1856 
1866 
1867 
1866 

1869 

weo 

1861 

1862 

186S 

1864 

1866 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873, 

1874 

1876 

1876. 

1877. 

1878. 

1879. 

1880. 

1881. 

1882. 

1883. 

1884. 

1886. 

1886. 

1887. 

1888. 

1889. 

1890. 

1891. 

1892. 

189S. 

1804. 

1896. 

1896. 

1897. 

1898. 

1899. 

1900. 

1901. 

1902. 

1908. 

1904 

1905. 

1906. 

1907. 

1906. 

1909. 

1910. 


Total 


To  adjust 
Baiaboo  . 


Total. 


Marqaette. 


1,449 

36,843 

25,646 

15.876 

68.832 

114.401 

49,909 

124, 169 

203.056 

243,127 

236,208 

278.796 

473,567 

491,449 

617,444 

830,940 

779,607 

900,901 

1,162,458 

919,557 

891,267 

992,764 

1,010.494 

1,038,082 

1.130,019 

1,884.010 

1,679,834 

1,829,394 

1,306,425 

1,548,034 

1,480,422 

1.627,383 

1,851,414 

1,918,760 

2,634,816 

2,993.664 

2,512,242 

2,665,169 

1,835,893 

2,060,260 

2,097,838 

2.604,221 

2,715,086 

3,125,039 

3,757,010 

3.457.622 

3,245.346 

3,868,025 

3,040.246 

2,843,703 

4,216,672 

4,057,187 

4  388,073 

2.414,632 

4,256,172 

4,392,726 


Menomi- 
nee. 


96,336,406 


-39,689 


4,693 

78,028 

245,672 

524,785 

727. 171 

1,136,018 

1,047,416 

895.634 

690,435 

880.006 

1,193,343 

1.191,101 

1,796,755 

2,282,237 

1,824,619 

2,261,499 

1,466,197 

1,137,949 

1,923,798 

1,660.467 

1,937,013 

2,522,265 

3,301,052 

3,261,221 

3,619,063 

4,612,509 

8,749.567 

3,074,848 

4.495,451 

5,109.088 

4,964.728 

2,679,156 

4,875,385 

4.237,738 


75,306.746 


Gogebic. 


1,0-22 
119,860 
747. 589 
1,303,267 
1,424,699 
2.016,391 
2,847,786 
1,839,574 
2,971,991 
1,329,885 
1,809,468 
2,647,976 
1,799,971 
2,258,236 
2, 498, 481 
2. 795. 8.56 
2,875,295 
2,938,^55 
3,654,929 
2,912,708 
2. 398, 2M7 
3,705,207 
3,frl3.514 
3,637,102 
2,699.856 
4,088,057 
4,315,314 


Vermil- 
lion. 


Mesaba. 


62, 124 

225,484 

304,896 

394.252 

611,953 

844,682 

880,114 

894,618 

1,167,650 

820,621 

948, 513 

1,077,838 

1,088.090 

1,278,481 

1,266,142 

1,771,502 

1.656,820 

1,786,063 

2,084,263 

1,676,699 

1,282.513 

1.677,186 

1,792,356 

1,685,267 

841,544 

1,108,215 

1,203,177 


65,179,956 


+144,047 


-96,296,717 


76,460,798 


,139 


30,328,562 


4, 

613, 

1,793, 

2,781. 

2,882, 

4.275, 

4,613. 

6,626, 

7,809, 

9,004, 

18,342, 

12, 892. 

12, 156, 

20,158, 

23,819, 

27. 495, 

17,257, 

28, 176, 

29,201, 


245 
620 
a52 
587 
079 
809 
766 
384 
535 
890 
840 
542 
008 
699 
029 
708 
350 
281 
760 


224,906.184 


Grand 
total. 


65,186,817     30,328,562 


224,9a5,184 


1,449 

36,343- 

26,646 

16,876 

68,832 

114,401 

49,909 

124,169 

208.066 

248, 127 

2.%,  208 

278,796 

473,667 

491,449 

617,444 

830.940 

779,607 

900,910 

1,162,458 

919,557 

891,267 

992,764 

1,015,087 

1,111,110 

1.375.691 

1,908,746 

2.307,006 

2,965,412 

2.352.840 

2,506,814 

2,516,201 

3,569,374 

4, 742, 276 

6,046,508 

7,292,644 

9,008,801 

7,071,063 

9,070.554 

6,066,716 

7,749,242 

10.429,087 

9,934,828 

12,464,674 

14,024,678 

18,251,804 

19,069.393 

20,593,507 

27,562,566 

24,271,761 

21,756,369 

34. -252, 115 

38,421,178 

42. 170, 878 

25, 892, 538 

42. 504. 110 

43.350.716 


492. 066, 854 


+61),  219 
972,309 


498,089,382 


AOTHOB's  Nora. — ^There  should  be  added  to  the  above  i?rand  total  1,032,528  tons,  of 
which  972,809  tons  are  shipments  from  the  Baraboo  district  in  Wisconsin,  and  60.219 
tons  are  to  correct  miscellaneous  shipment  records  prior  to  1801  from  the  Marauette, 
M^ominee.  and  Gogebic  ranges.  The  correct  grand  total  of  shipments  is  403,089,382  tons, 
■a  shown  in  prece<ung  lists  of  Indiyldual  mine  shipments. 
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Mr.  Young.  During  the  time  that  you  were  connected  with  the 
Carnegie  Co.  do  you  know  what  its  policy  was  as  to  fixing  the 
prices  of  its  product,  to  begin,  first,  with  steel  rails? 

Mr.  Gayley.  Steel  rails,  as  a  rule,  were  standard  in  price.  It 
appeared  to  be  known  what  the  price  of  steel  rails  wa&  From  the 
very  beginning  of  the  steel-rail  industry  it  was  different  in  many 
respects  from  any  other  product  of  the  steel  mills.  The  Penn^f- 
yania  Railroad  CJo.  was  practically  the  fixer  of  the  price  of  rails  for 
a  long  period.  The  Pennsylvania  Railroad  Co.  divided  its  tonnage 
between  the  three  mills  on  its  main  line  of  road,  between  the  Penn- 
sylvania works,  the  Cambria  works  at  Johnstown,  and  the  Carnegie 
works.  For  a  long  period  rails  were  not  purchased  by  other  roads 
until  the  Pennsylvania  Steel  Co.  led  off  with  its  oraer,  and  after 
it  placed  its  order  the  other  roads  would  come  in. 

Mr.  LiNDABURY.  You  Said  the  Pennsylvania  Steel  Co. ;  did  you  not 
mean  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Gayley.  No,  sir;  the  Pennsylvania  Steel  Co.,  of  Harrisbjarg. 
It  seemed  so  generally  well  known  what  the  price  of  rails  was  that 
I  recall  at  one  of  the  conferences  in  Pittsburg  Mr.  Carnegie  saying 
that  the  president  of  the  Pennsylvania  Railroad  Co.  had  told  him 
that  he  had  given  us  an  order  tor  60,000  tons.  He  did  not  ask  or 
say  anything  about  the  price ;  it  seemed  to  be  well  understood. 

Mr.  Young.  Do  you  know  how  these  prices  were  arrived  at  which 
were  generally  understood  ? 

Mr.  Gayley.  I  was  not  identified  with  that  end  of  the  business  at 
that  time,  but  there  was  before  that — a  long  time  before  that — ^there 
was  a  Bessemer  Rail  Association  that  owned  the  Bessemer  patents, 
who  brought  them  over  here  for  the  development  of  the  steel  raiL 
They  worked  together  and  during  that  early  period  when  it  was  a  tre- 
mendous problem  how  to  make  a  ^ood  rail,  and,  I  think,  they  fixed 
the  price  largely  in  conference  with  the  railroads.  I  am  not  sure. 
You  are  going  to  have  Mr.  Carnegie  before  you,  and  he  is  very  con- 
versant with  that  period,  but  my  recollection  is  that  they  used  to 
talk  largely  with  the  president  of  the  Pennsylvania  Railroad  Co.  as 
to  what  would  be  a  fair  price  for  rails.  That  is  my  recollection.  I 
was  not  identified  with  that  end  of  the  business,  but  that  is  informa- 
tion I  have  absorbed  in  conversation  and  in  many  other  ways. 

Mr.  Young.  These  prices  changed  frequently,  did  they,  from  year 
to  year,  from  month  to  month? 

Mr.  Gaylby.  They  were  changed  from  time  to  time.  I  think  the 
reason  of  the  change  was  that  the  railroads  at  a  certain  time  and 
under  certain  conditions  would  feel  that  they  ought  to  get  a  lower 
price  for  rails,  and  after  suggestion  was  given  to  the  rail  makers 
that  they  would  concede  that  price. 

Mr.  Young.  Was  the  tendency  of  the  prices  generally  downward 
from  1885  to  1897  ? 

Mr.  Gayley.  No;  I  can  not  say  that  they  were  generally  down- 
ward.   I  have  not  a  statement  of  rail  prices  during  those  periods. 

Mr.  Young.  How  were  the  prices  of  other  steel  products  fixed  by 
the  Carnegie  Co.,  as  to  whether  thev  acted  indepenaently  or  whether 
there  was  some  agreement  with  other  companies  in  the  business! 

Mr.  GAYiiBY.  In  tliose  days  I  think  every  company  was  absolutely 
independent  and  took  what  price  it  could  sell  its  product  for,  but  I 
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might  explain  that  by  saying  that  during  that  period  this  country 
was  passing  through  a  tremendous  development,  and  during  the 
greater  portion  of  that  period  the  great  problem  before  the  steel 
industiT  was  to  supply  the  demand. 

Mr.  Young.  Something  has  been  said  here  by  a  former  witness  as 
to  agreements  having  been  made  at  times  between  the  Carnegie  Co. 
and  other  companies  as  to  fixing  prices.  What  do  you  know  about 
that! 

Mr.  Gaylet.  Under  the  old  agreement  when  all  the  companies 
were  independent  there  were  periods  of  war,  I  might  say,  between 
certain  steel  companies  which  brought  down  the  prices  of  the  product, 
and  that  was  very  destructive  of  prices.  How  they  came  about,  I  do 
not  know,  through  some  real  or  through  some  fancied  wrong  on  the 
part  of  one  company  or  the  other  company^  and  the  competition  was 
carried  to  the  very  severest  limit.  If  earned  to  its  ultimate  extent, 
it  would  have  ended  in  destruction,  at  least  to  one  or  the  other  of 
those  works,  naturally,  and  so  there  were  agreements;  it  was  a  fight 
and  shake  hands.  It  was  a  period  of  agreements  in  order  to  recu- 
perate, and  then  when  they  recuperated  they  were  ready  for  another 
fight.  During  those  periods  of  destructive  competition  a^eements 
were  a  necessity  or  else  there  would  have  been  the  competition  car- 
ried to  its  logical  conclusion,  and  that  is  a  monopoly  by  one  or  the 
other  company. 

Mr.  Young.  Did  the  Carnegie  Co.  owe  any  of  its  growth  to  the 
result  of  this  destructive  competition  to  which  you  have  referred? 
Did  it  absorb  any  of  its  competitors  in  that  way? 

Mr.  Gayuby.  No.  It  absorbed  none  of  its  competitors,  and  I  can 
not  ima^ne  that  anything  can  prosper  through  the  principles  of 
destruction. 

Mr.  YouNO.  Yesterday  during  the  examination  of  Judge  Gary 
the  valuation  placed  upon  the  property  of  the  Carnegie  Steel  Co. 
(Ltd.)  at  the  time  of  some  litigation  between  Mr.  Frick  and  Mr. 
Carnegie  was  referred  to  and  I  think  offered  in  evidence.  What  do 
you  know  about  that  valuation,  as  to  whether  or  not  it  fairly  repre- 
sented the  value  of  the  Carnegie  property  at  that  time? 

Mr.  Gaymst.  What  was  that  valuation? 

Mr.  Young.  $75,000,000. 

The  Chairman.  Seventy-six  million  and  some  hundred  thousand 
dollars. 

Mr.  Young.  Said  to  have  been  the  book  value,  I  think. 

The  Chairman.  Yes,  sir. 

Mr.  Gaylby.  That  represented  the  book  value,  but  did  not  repre- 
sent anything  like  the  potential  value  of  that  property. 

The  Chairman.  Ask  him  to  explain  the  word  "potential." 

Mr.  Young.  I  was  just  about  to  ask  that  question. 

Mr.  Gaylby.  The  earning  value?  The  book  value  represented  the 
amount  of  money  actually  expended  in  plant  and  in  investment  for 
property.  WTbat  I  meant  to  convey  by  "potential"  value  was  the 
earning  capacity  that  it  had  through  actual  investment  by  reason 
of  its  holdings  in  material  property  and  its  ability  to  manufacture 

dieaply. 
Mr.  Young.  Do  you  make  any  distinction  between  potential  value 

and  real  value? 
Mr.  Gayuby.  I  should  count  that  real  value  to  earn  money. 
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Mr.  YouNO.  After  the  conclusion  of  the  liti^tion  between  Mr. 
Frick  and  Mr.  Carnegie  was  there  a  reorganization  of  the  Carnegie 
Co.? 

Mr.  Gaylet.  The  differences  were  concluded  Uirough  a  reorganiza- 
tion. 

Mr.  YouKG.  That  changed  the  limited  partnership  to  a  corpora- 
tion? 

Mr.  Gayi-bt.  To  a  corporation. 

Mr.  Young.  Mr.  Chairman,  did  that  paper  show  just  the  time  that 
the  valuation  was  made  ? 

The  Chaibman.  It  was  in  December,  1899. 

Mr.  LiNDABURT.  There  was  a  date  on  it. 

The  Chairman.  December,  1899.  Probably  Mr.  Gayley  would 
know.    They  fixed  the  valuation  in  the  answer  as  of  a  certain  date. 

Mr.  Gayley.  That  was  about  the  time  the  conference  was  held. 

Mr.  Young.  From  the  time  that  valuation  was  placed  iipon  the 
property  were  there  any  additions  to  the  property  of  the  Carnegie 
Co.  up  to  the  time  that  it  was  sold  to  the  United  States  Steel  Cor- 
poration ? 

Mr.  Gayley.  Well,  they  were  always  building,  -always  expanding 
their  works  and  always  acquiring  more  property.  Just  wnat  was 
acquired  duringthat  time  I  can  not  state  with  definiteness  now. 

Mr.  Young.  Did  you  know  whether  Mr.  Carnegie,  after  this  re- 
organization took  place,  was  desirous  of  selling  the  property,  or  his 
interest  in  it? 

Mr.  Gayley.  Well,  all  I  can  sav  is  that  he  was  willing  to  sell. 

Mr.  Young.  Do  you  know  anything  about  this  proposition  to  build 
a  tube  mill  at  Conneaut  or  somewhere  in  that  vicinity?  ' 

Mr.  Gayley.  I  do. 

Mr.  Young.  What  was  there  about  that? 

Mr.  Gayley.  Well,  the  Carnegie  Steel  Co.,  in  its  growth,  often 
found  itself  unable  to  run  in  some  branches  of  its  business  because 
there  was  no  demand.  For  instance,  conditions  would  arise  that 
you  could  not  give  rails  away  to  the  railroads.  In  other  words,  there 
was  absolutely  no  sale  for  them,  and  our  mills  would  shut  up,  and 
another  branch  of  the  business  might  be  shut  up.  and  we  were 
constantly  looking  around  for  some  avenues  of  manuiacture  in  order 
to  utilize  our  steel-producinff  capacity  practically  at  all  times.  We 
decided  to  extend.  We  bought  6,000  acres  of  ore  at  Conneaut  Harbor 
on  the  lake. 

Mr.  Young.  Do  you  remember  the  time  that  was  done? 

Mr.  Gayley.  I  think  that  was  in  1899,  or  about  then.  We  had  dis- 
cussions and  looked  into  various  propositions  for  expanding  our 
works  at  that  location.  One  of  them  was  a  tube  mill  ana  another  one 
was  to  go  into  the  wire  business,  and  we  were  studying  at  that  time 
both  of  those  propositigns. 

Mr.  Young,  \vhat  other  concerns  were  in  the  tube  business  with 
whom  you  would  have  come  in  competition  had  you  built  this  plant! 

Mr.  Gayley.  The  National  Tube  Co.,  principally. 

Mr.  Young.  Where  were  they  located? 

Mr.  Gayley.  Works  at  Riverside,  works  at  McKeesport,  and  there 
was  a  tube  works  also  at  Chester,  Pa. 

Mr.  Young.  Connected  with  the  National  Tube  Co.  ? 

Mr.  Gayley.  No;  independent. 
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Mr,  YocNo.  Who  were  the  men  chiefly  interested  in  the  National 
Tube  Works,  the  leading  spirits  in  it  ? 

Mr.  Gaylby,  Particularly,  I  know  Mr.  Converse,  who  was  the 
president  of  it. 

Mr.  Young.  Do  you  remember  any  of  the  others  prominent  in  it! 

Mr.  Gayley.  Do  you  mean  by  ownership? 

Mr.  Young.  Yes,  sir. 

Mr.  Gayi^y.  I  do  not  know  who  were  the  owners.  I  came  in  con- 
tact with  the  men  active  in  the  management. 

Mr.  Young.  Who  were  they? 

Mr.  Gayley.  Mr.  Converse,  Mr.  Heam,  and  Mr.  Schiller.  Those 
were  the  people  we  would  meet  out  at  Pittsburg. 

Mr.  Young.  Was  the  Chester  mill  a  small  mill,  comparatively? 

Mr.  Gayley.  It  was  smaller  than  the  others. 

Mr.  Young.  Do  you  know  whether  Mr.  Morgan 

Mr.  Gayley  (interposing).  I  might  add  that  the  Reading  Iron 
Works  had  a  big  tube  mill  at  Beading,  Pa. ;  it  was  quite  a  large  mill.. 

Mr.  Young.  Do  you  know  whether  J.  P.  Morgan  had.  any  mterest 
in  the  National  Tube  Works? 

Mr.  Gayley.  I  have  understood  so  since  that  time;  I  did  not  know. 

Mr.  Young.  How  lately  have  you  acquired  that  information? 

Mr.  Gayley.  About  1901. 

Mr.  Young.  At  the  time  of  the  organization  of  the  Steel  Cor- 
poration ? 

Mr.  Gayley.  Yes,  sir;  about  that  time. 

Mr.  Young.  There  has  been  a  rumor,  perhaps  you  might  call  it, 
that  this  proposal  of  the  Carnegie  Co.  to  build  a  tube  works  was  not 
made  in  good  faith,  but  was  really  a  threat  for  the  purpose  either 
of  aiding  in  the  sale  of  its  property  or  in  obtaining  possession  of 
other  property.    What  would  you  say  as  to  that? 

Mr.  Gayley.  I  do  not  know.  I  am  sure  there  is  no  truth  in  it. 
There  was  no  proposal  to  acquire  and  no  threat  to  build  a  tube  mill. 
In  fact,  the  Carnegie  Steel  Co.  went  ahead  and  did  what  it  deter- 
mined doing  without  consulting  anybody,  and  what  it  deemed  was  a 
profitable  venture. 

Mr.  Young.  It  actually  purchased  the  land  ? 

Mr.  Gayley.  It  had  for  some  works,  but  when  we  purchased  the 
land  the  character  of  the  works  was  not  determined,  and  it  also 
acquired  part  of  this  land  for  the  extension  of  its  dock  and  railroad 
facilities  at  Conneaut  Harbor. 

Mr.  Young.  If  it  had  put  in  a  wire  mill,  as  you  say  was  one  of  the 
things  contemplated,  who  would  it  have  come  in  competition  with 
then  in  the  wire  business? 

Mr.  Gayley.  Principally  with  the  Steel  &  Wire  Co. 

The  Chairman.  This  is  the  statement  made  by  Mr.  Carnegie 

Mr.  Young.  What  are  you  reading  from? 

The  Chairman.  An  excerpt  from  the  Iron  Trade  Review  of  Janu- 
ary 17,  1901,  contained  the  inside  history  of  the  Carnegie  Steel 
Co.,  by  Mr.  Bridge. 

Asked  whether  the  proposed  plant  was  supposed  to  be  a  blow  at 
the  National  Tube  Co.,  Mr.  Carnegie  replied  that  at  one  time  the 
National  Co.  purchased  billets  from  his  company,  but  later  decided 
to  build  its  own  blast  furnaces  and  make  its  own  billets. '  Continuing, 
he  said,  "As  I  understand  the  policy  of  the  Carnegie  Steel  Co.,  it  is 
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to  cooperate  in  every  way  with  its  fellow  manufacturers  in  the  in- 
dustrial world  and  not  to  push  itself  into  any  new  field  save  in  self- 
defense.  We  did  not  leave  the  National  Tube  Co.;  they  left  us, 
which  they  had  a  perfect  right  to  do,  of  course.  Now  we  are  ready 
to  shake  hands  ana  cooperate  with  them  in  the  most  friendly  spirif 

Do  you  remember  that  transaction — ^thoae  ccmditions? 

Mr.  Gayley.  I  remember  that  we  sold  steel  to  the  National  Tube 
Co.  and  that  they  did  erect  their  blast  furnaces  and  their  steel  works. 

The  Chairman.  The  National  Tube  Co.  had  been  a  purchaser  of 
raw  material  from  the  Carnegie  Co.? 

Mr.  Gayley.  Yes,  sir. 

The  Chaibman.  The  National  Tube  Co.  ceased  to  be  a  customer, 
if  I  can  use  such  a  word,  of  the  Carnegie  Steel  Co.,  and  then  the 
National  Tube  Co.  having  invaded  the  business  of  the  Came^e  Steel 
Co.  in  making  raw  material  where  theretofore  it  had  not,  me  Car- 
negie Co.  turned  around  and  began  to  make  tubes? 

Mr.  Gayley.  No  ;  it  did  not  ^gin  to  make  tubes. 

The  Chaucman.  It  prepared  to  make  them? 

Mr.  Gayley.  We  had  not  decided,  Mr.  Chairman,  whether  it 
should  be  tubes  or  whether  we  should  go  into  wire,  according  to  the 
best  of  my  recollection.  We  had  no  purpose  in  view  of  simp^  going 
into  the  business  of  the  company  that  had  withdrawn  its  steel  orders 
from  us,  but  to  ^o  into  what  appeared  to  be  the  most  profitable  busi- 
ness to  utilize  the  steel. 

The  Chairman.  You  wanted  to  utilize  the  steel  that  the  National 
Tube  Co.  had  theretofore  purchased? 

Mr.  Gayley.  That  is  correct. 

The  Chairman.  And  if  the  National  Tube  Co.  had  not  put  up 
blast  furnaces  you  would  not  have  found  it  necessary  to  extend  your 
business  in  that  direction? 

Mr.  Gayley.  That  is  the  idea. 

Mr.  YouNO.  Do  you  know  about  a  proposition  that  at  that  time 
Mr.  Carnegie,  or  the  Carnegie  Co.,  was  building  a  railroad  from  Pitts- 
burg to  New  York,  paralleling  the  Pennsylvania  ? 

Mr.  Gayley.  At  what  time  1 

Mr.  Young.  About  1899,  or  from  then  on  up  to 

Mr.  Gayley  (interposing).  I  never  heard  of  it. 

Mr.  Young.  When  did  the  Carnegie  Co.  build  its  road  from  Pitts- 
burg to  Conneaut? 

Mr.  Gayley.  Well,  it  never  built  it.  There  was  a  road  there  that 
came  within  30  or  40  miles,  perhaps,  of  Pittsburg— the  one  to  Con- 
neaut— and  they  acquired  that  road  and  extended  it  do\vn  to  their 
works  at  Braddock. 

Mr.  Young.  When  did  that  occur? 

Mr.  Gayley.  Along  in  1897  or  1898,  to  the  best  of  my  recollecti<m. 

Mr.  Young.  Was  it  over  the  route  that  the  Lake  Superior  ores 
found  their  way  to  Pittsburg  and  to  the  Carnegie  Co.  ? 

Mr.  Gayley.  Partly. 

Mr.  Young.  Did  you  have  any  part  in  the  negotiations  which  led 
to  the  sale  of  the  Carnegie  Co.  and  its  property  to  the  United  States 
Steel  Corporation  ? . 

Mr.  Gayley.  I  did  not. 

Mr.  Young.  Were  you  cognizant  of  them  as  they  went  along? 

Mr.  Gayley.  Yes,  sir. 
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Mr.  Young.  State  what  you  know  in  regard  to  those  transactions — 
how  they  arose  and  who  proposed  them,  if  you  know  ? 

Mr.  LdNDABURT.  Are  you  asking  for  his  knowledge  or  for  hearsay  ? 

Mr.  Young.  I  am  asking  for  his  knowledge. 

Mr.  GayiiBt.  I  do  not  think  I  have  any  knowledge ;  I  simply  knew 
what  report  Mr.  Schwab,  the  president,  brought  back  from  time  to 
time  to  his  directors  in  Pittsburg.  I  am  only  cognizant  in  so  far  as 
he  reported  from  time  to  time  the  progress  ox  developments. 

Mr.  Young.  Will  you  state  what  he  reported,  then,  to  those  asso- 
ciated with  him  from  time  to  time  t 

Mr.  Gaixet.  I  can  not. 

Mr.  Young.  But  you  remember  something  in  regard  to  it  ? 

Mr.  Gaylby.  I  only  have  a  very  general  recollection  about  it.  He 
reported  the  formation  of  what  is  now  known  as  the  United  States 
Steel  Corporation,  what  works  would  probably  go  into  it,  and  what 
railroads  and  mining  properties  would  go  in.  I  do  not  think  that 
an^^thing  was  said  in  regard  to  the  price  until  practically  his  last 
visit  to  Pittsburg,  when  he  brought  it  up  before  the  board  of  direc- 
tors to  vote  on  it  The  details  of  the  negotiations  I  had  nothing  to 
do  with. 

Mr.  Young.  Did  you  approve  of  the  deal? 

Mr.  Gayley.  I  did  at  the  time. 

Mr.  Young.  In  what  way  did  you  receive  payment  for  your  in- 
terest in  the  Carnegie  Co.? 

'Mr.  Gayley.  Bonds  and  stock. 

Mr.  YouNO-  Do  you  remember  what  the  proportion  between  the 
ix>nds  and  the  different  issues  of  stock  was? 

Mr.  Gayivby.  We  got,  as  I  recollect,  par  on  bonds. 

Mr.  Young.  You  got  what? 

Mr.  Gayuey.  Par — ^par  for  the  Carne^e  bonds — 1^  preferred 
snd  1^  common  for  our  stock ;  a  little  variation  from  that,  but  that 
is  it  substantially. 

Mr.  Young.  After  the  formation  of  the  United  States  Steel  Cor- 
poration, did  you  become  connected  with  it  in  any  official  capacity? 

Mr.  Gaymjy.  I  did. 

Mr.  Young.  In  what  capacity?  ^ 

Mr.  Gaylby.  I  was  its  first  vice  president. 

Mr.  Young.  As  its  first  vice  president,  what  were  your  duties? 

Mr.  Gaylby.  My  duties  were  to  have  general  supervision  over  the 
procuring  and  assembling  of  its  raw  material. 

The  Chairman.  At  this  time  I  suggest  that  inasmuch  as  we  have 
a  little  business  in  the  House — getting  a  resolution  through — if  it 
suits  the  convenience  of  Mr.  Gayley,  we  will  adjourn  until  1.45 
o'clock  p.  m. 

(Thereupon  the  committee  took  a  recess  until  1.45  p.  m.) 

AFTER  RECESS. 

The  committee  resumed  its  session  at  1.45  o'clock  p.  m.,  Hon  Augus- 
tus O.  Stanley  (chairman)  presiding. 

TESTIMONY  OF  HE.  FERCIVAL  BOBEETS,  TE. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  Mr.  Roberts,  I  believe  you  are  a  director  in  the 
United  States  Steel  Corporation  ? 
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Mr.  BoBEBTS.  I  am  a  director  of  the  United  States  Steel  Corpora- 
tion. 

The  Chairmak.  In  what  other  companies  are  you  a  director? 

Mr.  Roberts.  I  am  a  director  of  the  Pennsylvania  Railroad;  di- 
rector of  the  Philadelphia  National  Bank;  director  of  the  Land  Title 
&  Trust  Co.,  of  Philadelphia;  director  of  the  American  Society  of 
Civil  Engineers — althougn  that  is  not  a  concern  of  profit — ^and  a  few 
small,  insignificant  companies  that  have  no  bearing  upon  the  case 
in  question. 

The  Chairman.  If  you  have  a  list  of  them,  I  would  like  to  have  it. 

Mr.  Roberts.  I  think  I  can  give  them  all  to  you.  I  am  a  director 
of  the  Pennsylvania  &  New  York  Tunnel  &  Terminal  Co.,  which  rep- 
resents the  Pennsylvania  Terminal  in  New  York  City,  a  subsidiary 
company  of  the  l^ennsylvania  Railroad;  th^  Cambria  &  Clearfield 
Railroad ;  the  New  York  Connecting  Road,  which  is  the  connection 
between  the  Pennsylvania  and  the  New  York,  New  Haven  &  Hart- 
ford Road,  a  small  subsidiary  road.    Those  are  all,  I  believe. 

The  Chairman.  In  order  to  save  your  time,  Mr.  Roberts,  and  the 
time  of  the  committee,  I  will  ask  you  to  give  us,  at  some  time  conven- 
ient to  you,  a  statement  of  the  capitalization,  including  stocks  and 
bonds,  of  each  of  the  concerns  of  which  you  are  a  director. 

Mr.  Roberts.  I  will  be  very  slad  to  do  so,  sir. 

Mr.  Lindabury.  I  feel  I  ought  to  object  to  that,  Mr.  Chairman.  I 
would  not  object  to  giving  the  capitalization  of  any  company  affili- 
ated in  any  way  whatsoever  with  the  United  States  Steel  Corpora- 
tion ;  but  it  seems  to  me  not  quite  proper  under  your  resolution  that 
such  an  inquiry  should  be  made  with  regard  to  cor^rations  in  no 
way  connected  with  the  United  States  Steel  Corporation. 

The  Chairman.  Mr.  Lindabury,  it  may  be  that  the  companies  not 
affiliated  with  the  United  States  Steel  Corporation,  of  course,  would 
nut  be  material  to  this  question.  However,  it  is  only  through  n^y 
effort  to  be  exact  from  the  standpoint  of  the  witness  that  I  ask  for 
this  information.  All  these  companies  of  any  importance  are  quoted 
in  Moody's  Manual  or  in  some  other  publication,  and  I  could  secure 
this  information  in  some  other  way,  but  I  would  not  get  it  as  accu- 
rately. It  is  for  the  purpose  of  protecting  the  witness  and  for  the 
purpose  of  securing  Accurate  information  that  I  have  made  these 
requests  of  the  witnesses.  If  they  are  not  in  any  way  affiliated  or 
associated  with  the  United  States  Steel  Corporation,  the  witness  is 
certainly  not  divulging  any  of  his  private  matters,  and  I  believe  that 
Mr.  Lindabury  has  discovered  by  this  time  that  it  is  not  the  purpose 
of  the  chairman  to  pry  into  the  personal  or  private  matters  of  any 
man  further  than  it  touches  materially  this  inquiry.  But  I  believe 
we  can  secure  this  information  better  by  allowing  the  witness  himself 
to  come  before  this  committee  and  make  a  statement  of  these  matters, 
which  are  matters  of  common  knowledge  anyway. 

I  presume,  Mr.  Roberts,  you  are  not  a  dfirector  in  any  company 
that  has  any  purpose  in  the  world  to  conceal  from  the  world  the 
amount  of  its  capitalization? 

Mr.  Roberts.  I  know  of  none.  I  think  they  are  all  matters  of 
public  record. 

The  Chairman.  Certainly. 
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Mr.  Babti^ett.  As  to  whether  we  have  that  right  or  not,  I  call  the 
counsel's  attention  to  the  wording  of  the  resolution,  line  10,  page  2 : 

Also  whether  said  steel  corporation  through  the  persons  owning  its  stock, 
its  officers  or  agents,  has  or  has  had  any  relations  with  the  Pennsylvania 
Bailroad  Co.,  or  any  other  railroad  company,  or  any  coal  companies,  national 
banking  companies,  trust  companies,  insurance  companies,  or  other  corporate 
organizations  or  companies,  or  with  the  sfockliolders,  directors,  or  other  oiflcem 
or  agents  of  said  companies,  or  with  any  person  or  persons,  which  have  caused 
or  have  a  tendency  to  cause  any  of  the  results  following. 

Mr.  LiNDABURT.  I  had  that  in  mind,  but  it  did  not  seem  to  me  the 
mere  fact  that  a  director  in  the  United  States  Steel  Corporation 
happened  to  be  a  director  in  other  corporations,  of  itself,  showed 
ai^  affiliation  within  the  meaning  of  that  resolution. 

Mr.  Bahtlett.  Not  unless  it  was  followed  up. 

The  Chairman.  That  is  a  mere  factor,  and  whether  or  not  it  is 
of  evidential  value 

Mr.  Bartlett  (interposing).  Answering  the  counsel,  of  course  you 
have  got  to  prove  the  facts  here  like  you  would  in  any  other  sort 
of  case.  You  can  not  prove  them  all  at  once.  For  instance,  in  the 
case  of  proving  a  conspiracy — I  do  not  mean  to  apply  that  offensively 
to  this  case — ^you  have  got  to  prove  facts  here  and  there,  and  you 
can  not  prove  your  case  all  at  once,  and  it  is  not  like  introducing  a 
note,  signed  and  sealed,  which  in  itself  is  sufficient  proof. 

Mr.  LiNDABURT.  I  withdraw  the  objection  if  the  idea  is  that  this 
is  introductory  to  proof  of  affiliation  between  these  companies  within^ 
the  meaning  of  the  resolution. 

Mr.  Bartlett.  That  would  be  the  purpose  of  it  under  the  resolu- 
tion, and  I  apprehend  that  is  the  purpose  of  the  chairman. 

The  Chairman.  We  can  make  our  deductions  after  we  get  the 
facts.  '  The  rules  governing  investigations  of  this  kind  by  the  com- 
mittee are  not  technical  in  the  same  sense  that  they  are  in  courts  of 
justice.  The  purpose  of  this  committee  is  to  ascertain  the  facts 
under  a  broader  methor  of  procedure  and  a  wider  scope  than  is 
prescribed  by  the  rules  of  law,  in  which  a  man  is  a  defendant,  civilly 
speaking.  The  real  purpose  is  to  get  the  facts  that  are  gennane  or 
may  be  germane. 

Now,  Air.  Roberts,  Mr.  Clement  A.  Griscom  is  a  director  of  the 
United  States  Steel  Corporation  ? 

Mr.  Roberts.    He  is. 

The  Chairman.  He  is  also  a  director  in  the  Pennsylvania  Rail- 
road? 

Mr.  Roberts.  He  is. 

The  Chairman.  Mr.  Henry  C.  Frick  is  a  director  in  the  United 
States  Steel  Corporation? 

Mr.  Roberts.  He  is.  ^ 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Railroad 
Co.? 

Mr.  Roberts.  He  is. 

The  Chairman.  Mr.  Henry  Walters  is  a  director  in  the  United 
States  Steel  Corporation,  I  believe? 

Mr.  Roberts.  Yes,  sir. 

The  Chairman.  Is  he  a  director  in  the  Lackawanna  Steel  Co.? 

Mr.  Roberts.  I  do  not  know. 

The  Chairman.  You  are  not  a  director  of  that  company  ? 
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Mr.  BoBERTS.  No,  sir. 

The  Chairman.  Mr.  Samuel  Mather  is  a  director  in  the  United 
States  Steel  Corporation? 

Mr.  Roberts.  He  is. 

The  Chairman.  Is  he  a  director  in  the  Lackawanna  Steel  Co.  t 

Mr.  Roberts.  I  can  not  answer  that. 

The  Chairman.  Are  you  a  director  in  the  Pennsylvania  Steel  Co.? 

Mr.  Roberts.  No,  sir. 

The  Chairman.  Do  you  know  Mr.  E.  B.  Morris? 

Mr.  Roberts.  Yes ;  Mr.  Effingham  B.  Morris,  of  Philadelphia  ? 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Railroad 
Co.?  - 

Mr.  Roberts.  He  is  a  director  of  the  Pennsylvania  Railroad  Co. 

The  Chairman.  He  is  a  director  also  in  the  Pennsylvania  Steel 
Co.  ?  , 

Mr.  Roberts.  I  believe  so. 

The  Chairman.  Is  he  a  director  in  the  Cambria  Steel  Co.? 

Mr.  Roberts.  I  think  he  is. 

The  Chairman.  Do  you  know  Mr.  E.  T.  Stotesbury? 

Mr.  Roberts.  I  do. 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Steel  Co.  ? 

Mr.  Roberts.  I  can  not  answer. 

The  Chairman.  Is  he  a  director  in  the  Cambria  Steel  Co.? 

Mr.  Roberts.  I  do  not  know. 
•    The  Chairman.  Do  you  know  Mr.  G.  F.  Baer? 

Mr.  Roberts.  George  F.  Baer,  president  of  the  Philadelphia  & 
Reading  Railroad? 

The  Chairman.  Yes. 

Mr.  Roberts.  I  do. 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Steel  Co.? 

Mr.  Roberts.  I  do  not  know. 

The  Chairman.  Is  he  a  director  in  the  Cambria  Steel  Co.? 

Mr.  Roberts.  I  think  he  is. 

The  Chairman.  Do  you  know  Mr.  Thomas  H.  Ely? 

Mr.  Roberts.  Yes. 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Steel  Co.! 

Mr.  Roberts.  I  think  he  is. 

The  Chairman-  And  a  director  in  the  Cambria  Steel  Co.? 

Mr.  Roberts.  I  can  not  answer  that. 

The  Chairman.  Do  you  know  Mr.  F.  C.  Smith? 

Mr.  Roberts.  1  do  not. 

The  Chairman.  You  have  no  connection  with  the  Cambria  Steel 
Co.? 

Mr.  Roberts.  None  whatever. 

The  Chairman.  Mr.  Roberts,  were  you  ever  a  director  in  the 
American  Bridge  Co.? 

Mr.  Roberts.  I  was  n  director  of  the  American  Bridge  Co.  and  its 
president  from  May.  1000,  until  some  time  early  in  1901,  when  ^he 
United  States  Steef  Corporation  was  formed. 

The  Chairman.  Is  Mr.  Carnegie  a  stockholder  in  that  company! 

Mr.  RcmKRTs.  The  American  Bridge  Co.? 

The  Chairman.  Yes. 

Mr.  Roberts.  Not  to  my  knowledge. 
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The  Chairmak.  Was  the  Carnegie  Steel  Co.  interested  in  the 
American  Bridge  Co.  at  the  time  it  was  taken  into  the  United  States 
Steel  Corporation? 

Mr.  EoBERTS.  Not  beyond  the  sale  to  the  bridge  company  of  its 
Keystone  Bridge  plant,  which  was  one  of  the  shopspurchased  by  the 
American  Brieve  Co.,  and  was  the  property  of  the  Carnegie  Steel  Co. 

The  Chassmak.  Are  you  a  director  in  any  iron-ore  company  at  this 
time? 

Mr.  Roberts.  No,  sir- 

The  Chairman.  Are  you  a  director  in  any  coal  company  ? 

Mr.  Roberts.  I  am  a  director  of  one  whicn  I  forgot  to  mention,  an 
anthracite  company,  known  as  the  Union  Improvement  Co,  of  Phila- 
delphia, the  holder  of  coal  properties  which  are  leased  to  operating 
companies.  It  is  a  small  concern  holding  some  properties  in  the 
Lehigh  Valley  of  Pennsylvania. 

The  Chairman.  You  will  also  place  that  among  the  list  previously 
mentioned,  Mr.  Roberts? 

Mr.  RoijERTs.  Yes ;  I  will  be  very  glad  to  do  so. 

The  Chairman.  You  gave  me  the  names  of  the  banks  and  railroads 
in  which  you  are  a  director? 

Mr.  Roberts.  I  did. 

The  Chairman.  Were  you  ever  connected  with  the  Pencoyd  Iron 
Works  when  it  was  or^nized? 

Mr.  Roberts.  When  it  was  organized  ?  ' 

The  Chairman.  Yes. 

Mr.  Roberts.  The  Pencoyd  Iron  Works  was  originally  a  partner- 
ship, formed  in  the  year  1852.  It  was  organized  under  the  laws  of 
Pennsylvania  as  a  corporation,  I  think,  in  about  1894. 

The  Chairman.  That  is  what  I  referred  to. 

Mr.  Roberts.  I  was  its  vice  president  at  the  time  of  its  organization 
and  afterwards  was  its  president. 

The  Chairman.  What  was  its  capitalization? 

Mr.  Roberts.  Its  capitalization  was  $1,000,000  in  stock  and  $500,000 
in  bonds. 

The  Chairman.  What  did  it  manufacture? 

Mr.  Roberts.  It  manufactured  a  complete  list  of  structural  mate- 
rial. It  comprised  an  open-hearth  plant  and  finishing  mills,  which 
manufacturea  a  complete  line  of  structural  materials.  It  also  had  a 
bridge  and  structural  shop  connected  with  it 

The  Chairman.  Did  it  manufacture  its  own  steel — ^have  blast 
famaces? 

Mr.  Roberts.  It  had  no  blast  furnaces.  We  purchased  pig  iron, 
and  from  pig  iron  manufactured  steel. 

The  Chairman.  From  whom  did  you  purchase  pig  iron? 

Mr.  R<»brt8.  In  the  open  market,  from  various  nimaces  in  Vir- 
ginia and  Pennsylvania. 

The  Chairman.  Were  those  furnaces  at  that  time  competing  one 
with  the  otiier?    • 

Mr.  Roberts.  They  were. 

The  Chairman.  Have  those  furnaces  since  been  taken  either  by 
the  United  States  Steel  Corporation,  the  Cambria  Steel  Co.,  or  the 
Lackawanna  Steel  Co.,  or  the  Pennsylvania  Steel  Co.? 
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Mr.  Roberts.  I  think  not.  We  mav  at  times  have  purchased  pig 
iron  from  the  Carnegie  Steel  Co.  I  think  we  did  occasionally.  The 
other  furnaces  were,  some  in  Virginia,  some  in  Pennsylvania,  and 
one  in  particular  was  located  close  to  our  plant  and  was  known  by 
the  name  of  the  Swede  Furnaces,  I  think.  They,  I  think,  have  been 
purchased  since  by  the  Alan  Wood  Co.,  of  Philadelphia. 

The  Chairman.  Are  those  furnaces  from  whicn  you  formerly 
purchased  pig  iron  operated  as  independent  and  competing  com- 
panies now? 

Mr,  Roberts.  I  think  they  are;  yes,  sir. 

The  Chairman.  Did  you  have  any  open-hearth  furnaces?  If  so, 
how  many,  between  the  year  1890  and  tne  year  1900  ? 

Mr.  Roberts.  We  had  varying  numbers  during  that  period,  as  the 
plant  was  increasing  in  size.  I  think  I  am  correct  in  sajring  that  at 
1900  we  had  10  open-hearth  furnaces,  with  an  output  of  about 
200,000  tons  of  ingots  a  year. 

The  Chairman.  What  was  the  tonnage  of  structural  material 
during  that  time? 

Mr.  Roberts.  What  time? 

The  Chairbian.  Between  1890  and  1900. 

Mr.  Roberts.  Our  tonnage,  I  think,  was  about  165,000  tons  a  year 
of  finished  structural  material. 

The  Chairman.  That  is,  such  as  bridge  work? 

Mr.  Roberts.  No,  sir ;  I  am  speaking  of  structural  material  before 
fabrication.    That  was  the  product  of  the  rolling  mill. 

The  Chairman.  That  is  what  I  wanted  to  know. 

Mr.  Roberts  (continuing).  Now,  the  output  of  the  bridge  shop, 
or  the  structural  department,  was  about  65,000  tons  a  year,  as  I  re- 
call. The  rolling  mills  department  sold  in  the  open  market,  as  well 
as  supplying  the  structural  shop,  the  output  of  the  rolling  mills 
being  about  180,000  tons  a  year,  and  the  bridge  department's  output 
about  65,000  tons  a  year. 

The  Chairman.  Did  you  produce  your  axles? 

Mr.  Roberts.  We  did. 

The  Chairman.  What  tonnage^  during  these  same  years? 

Mr.  Roberts.  I  am  unable  to  give  you  that  tonnage.  It  would  be 
included  in  the  180,000  tons  which  I  have  mentioned. 

The  Chairman.  How  many  men  did  you  employ  during  that 
period? 

Mr.  Roberts.  In  the  year  1900  I  think  we  were  employing  about 
8,700  men. 

The  Chairman.  Between  1890  and  1900;  that  is,  before  the  time 
when  these  gentlemen's  agreements  were  under  the  ban  of  the  law. 
was  the  Pencoyd  Iron  Worlcs  in  any  of  these  gentlemen's  agreements? 

Mr.  Roberts.  Prior  to  the  year  1900  ? 

The  Chairman.  Yes;  or  1890. 

Mr.  Roberts.  They  were.  They  were  a  member  .of  what  was  known 
as  the  ^^  Structural  Material  Pool,"  which  comprised  all  the  makers 
of  structural  material  in  the  country. 

Mr.  Gardner.  Will  you  ask  him  the  date  of  that? 

The  Chairman.  What  was  the  date  of  that? 

Mr.  Roberts.  That  would  be  prior 

The  Chairman.  I  asked  him  ^'  at  any  time,"  and  I  do  ^ot  intend 
to  ask  him  about  any  agreements  except  those  prior  or  anterior  to 
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the  time  when  the  Sherman  antitrust  law  went  into  effect,  because 
if  through  some  inadvertence  he  should  admit  he  was  in  an  agree- 
ment of  that  kind  after  that  time,  I  myself  would  not  seek  to  elicit 
that  information  for  that  reason.  Of  course,  a  man  does  not  often 
know  when  an  act  goes  into  effect. 

Mr.  Gardner.  Your  date  seemed  not  to  coincide  with  the  time 
when  the  Sherman  Act  took  effect. 

Mr.  LiNDABURY.  I  myself  am  a  little  confused  as  to  wMt  the  real 
question  is. 

The  Chairman.  I  asked  him,  prior  to  the  Sherman  Antitrust  Act, 
and  at  a  time  before  these  gentlemen's  agreements  were  inhibited  by 
the  Sherman  Act,  if  he  was  in  any  of  these  gentlemen's  agreements. 
That  was  my  purpos,  and  not  to  elicit  any  information  after  the 
operation  of  the  Sherman  Antitrust  Act.  I  am  not  asking  for  any- 
thing after  that  act  went  into  effect. 

Mr.  BoBESTB.  Will  you  give  me  that  date  ? 

The  Chairman.  The  Sherman  Antitrust  Ax;t  is  known  as  the  act 
of  July  2, 1890. 

Mr.  BoBERTS.  Yes;  tliose  combinations  existed  up  to  the  year  1900, 
I  think. 

Mr.  Bartlett,  Mr.  Chairman,  I  would  suggest  that  if  you  ask 
any  of  the  gentlemen  a  question  they  do  not  want  to  answer,  I  think 
they  themselves  should  be  the  judge  as  to  that. 

The  Chairman.  Yes.  I  will  be  frank  with  the  gentlemen.  It  is 
not  my  purpose  to  ask  any  gentleman  who  comes  here  any  Question 
about  these  gentlemen's  agreements  that  would  embarrass  nim.  I 
want  to  find  out  about  any  combinations  that  now  exist,  and  things 
connected  with  the  United  States  Steel  Corporation.  As  to  the 
affairs  of  these  independent  companies  and  the  gentlemen's  agree- 
ments prior  to  the  formation  of  the  United  States  oteel  Corporation, 
I  am  simply  asking  about  those  things  to  throw  light  upon  this 
question. 

Mr.  BARTiiBTr.  I  think  these  gentlemen  are  able  to  take  care  of 
themselves,  and  I  might  want  to  ask  such  a  question,  and  they  might 
be  perfectly  willing  to  answer. 

The  Chairman.  1  want  them  to  answer  with  the  greatest  freedom, 
and  I  think  that  would  be  the  case  if  they  know  my  purpose. 

Mr.  LiNDABURT.  The  witness  has  answered  that  they  existed  up 
unHl  1900. 

Mr.  BoBEBTS.  Prior  to  1900, 1  should  say.  I  am  not  sure  that  they 
existed  actualljr  until  1900,  but  during  the  latter  part  of  the  last 
century  or  during  the  last  10  years  of  the  last  century  they  did  exist. 

The  Chairman.  These  constituent  companies  which  were  finally 
merged  into  the  United  States  Steel  Corporation  have  a  history  of 
their  own,  which  is  instructive,  and  which,  in  my  opinion,  throws 
much  light  upon  the  evolution  of  the  United  States  Steel  Corpora- 
tion. Tney  were,  in  a  way,  its  foundation.  Without  them  I  do  not 
believe  the  United  States  Steel  Corporation  would  or  could  have 
been  organized^  and  for  that  reason  I  am  seeking  to  know  the  ante- 
rior history  oi  these  9  or  10  constituent  companies  which  finally 
formed  this  corporation.  But  I  am  not  seeking  to'  discover  at  this 
time,  so  far  as  the  chairman  is  concerned — and  I  speak  only  for 
myself — any  information  for  any  other  purpose  than  as  it  is  rele- 
vant to  the  inquiry  suggested  and  authorized  oy  this  resolution. 


320  UNITED  STATES  STEEL  COBPORATIOK. 

Now,  who  were  the  parties  to  those  agreements,  Mr.  Roberts — 
what  concerns? 

Mr.  LiNDABURY.  Would  you  mind  spjscifying  as  to  the  date — 
whether  you  mean  prior  to  1890  or  prior  to  1900  ? 

The  Chairman.  Within  the  limits  of  time  stated  by  the  gentle- 
man ;  at  any  time  prior  to  that. 

Mr.  BoBEHTS.  During  that  period  there  were  a  number  of  what  mi^ht 
l>e  termec^trade  wars,"  in  which  material  would  be  reduced  in  price 
to,  a  point  at  which  it  was  utterly  impossible  to  continue  and  live. 
The  makers  would  then  come  together  and  form  arrangements  with 
each  other,  whereby  they  would  limit  their  percentages  of  output 
and  fix  upon  living  prices.  There  were  a  number  of  those  comings 
together  and  disruptions  during  those  years.  The  exact  dates  I  have 
not  with  me  and  I  do  not  recall,  except  to  say  that  one  disruption 
was  during  the  years  1897  and  1898,  when  abnormally  low  prices 
prevailed.  The  exact  dates  I  can  not  give  you.  The  m^nbers  of  the 
association  I  referred  to  were  the  'makers  of  structural  materiaL 
The  makers  of  plates  also  had  arrangements;  the  makers  of  billets 
had  arrangements;  the  makers  of  rails  had  arrangements.  It  was 
the  only  result  of  destructive  competition. 

The  Chairman.  Who  were  the  makers  of  bridge  materials  at  that 
time? 

Mr.  BoBERTS.  The  makers  of  structural  material  at  that  time  were 
the  New  Jersey  Iron  &  Steel  Co.,  the  Passaic  Rolling  Mills  Co.,  the 
Phoenix  Iron  Co.,  Pencoyd  Iron  Works,  Carnegie  Steel  Co.,  the  Illi- 
nois Steel  Co.,  Jones  &  Laughlin;  and  there  may  have  been  a  few 
smaller  ones  that  I  do  not  recall.  Those  were  the  principal  makers 
at  that  time. 

The  Chairman.  These  agreements  were  called  pools,  were  they  not! 

Mr.  BoBERTS.  Yes;  I  have  heard  them  called  that. 

The  Chairman.  Roundly  speaking,  they  were  for  the  purpose  of 
fixing  the  prices  of  billets,  beams,  ingots 

Mr.  Roberts  (interposing).  No;  not  ingots.  As  a  rule,  ingots  is 
not  an  article  of  commerce. 

The  Chairman.  You  can  not  reheat  it  cheaply  enough  to  justify 
your  selling  it  ? 

^  Mr.  Roberts.  It  is  usually  treated  in  a  way  that  you  make  it  into  a 
billet,  and  that  is  an  article  of  commerce^ 

The  Chairman.  As  I  understand  it,  the  ingot  is  too  large  to  justify 
reheating  it? 

Mr.  Roberts.  Not  necessarily ;  but  it  is  not  economical  to  handle  it 
in  that  shape. 

The  Chairman.  But  biUets  and  beams? 

Mr.  Roberts.  Billets,  plates,  beams,  structural  material,  and  rails. 

The  Chairman.  What  length  of  time  elapsed  between  the  aban- 
donment of  the  gentlemen's  agreements  and  the  institution  of  the  so- 
called  Oary  dinners? 

Mr,  Roberts.  Many  vears. 

Mr.  LiNDABURY.  I  call  the  examiner's  attention  to  the  fact  that  the 
term  '^  gentlemen's  agreement "  has  not  been  used  by  the  witness,  and 
it  is  not  he,  therefore,  who  has  called  the  agreements  by  that  name. 
It  is,  perhaps,  not  an  accurate  term  to  describe  it. 

The  Chairman.  If  you  can  give  it  a  more  nearly  accurate  name  I 
shall  be  glad  to  have  you  do  so. 
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Mr.  Baittlett.  He  did  not  sav  "  gentlemen's  agreements,"  but  he 
said  ajgreements  made  between  these  gentlemen  named,  and  I  appre- 
hend it  might  be  called  a  "  gentlemen's  agreement." 

Mr.  LiKDABtTRr.  If  that  is  the  only  meaning  intended  to  be  ap- 
plied to  it  I  do  not  object. 

Mr.  BoBERTS.  I  might  caU  them  manufacturers,  rather  than  gen* 
tlomen. 

The  Chaibman.  I  would  not  object  to  calling  a  manufacturer  a 

Saitleman^  certainly,  and  I  am  not  interested  in  the  name  of  the 
by,  but  it  is  the  infant  itself. 

Mr.  LiNDABURY.  The  term  ^^  gentlemen^s  agreement "  has  assumed 
somewhat  of  a  significance  which  I  think  does  not  attach  to  this 
agreement,  and,  therefore,  the  term  I  think  is  misdescriptive  of  these 
particular  agreements  as  I  happen  to  know  them. 

Mr.  Babtlett.  These  gentlemen's  agreements  are  agreements 
which  they  do  not  put  in  writing,  for  the  reason  that  they  are  kept 
regardless  of  the  met  that  they  are  not  in  writing.  I  apprehend 
that  is  what  is  meant. 

The  Chairkan.  It  is  a  sort  of  a  point  of  honor  among  the  high 
contracting  parties. 

Mr.  LiNDABURY.  This  is  not  one  of  that  kind. 

The  Chaibmak.  Well,  there  was  a  time  when  yon  made  agree- 
ments which  were  in  the  nature  of  a  legal  contract,  if  not  a  legaUssed 
contract,  which  were  or  which  you  believed  were  enforceable,  and 
which  might  be  put  in  writing  and  receive  the  signatures  of  the 
parties  thereto,  and  were,  as  a  matter  of  fact,  often  in  writing  I 

Mr.  Roberts.  I  am  not  a  lawyer,  but  I  never  understood  that  they 
were  I^al  or  binding  agre^nents. 

The  Chairman.  Were  they  in  writing! 

^  Mr.  Roberts.  I  do  not  think  they  were.  You  asked  me  as  to  a 
si^ed  document.  They  were  probably  put  in  writing  as  to  the 
prices,  and  so  on. 

The  Chaibmak.  A  ftonorandum  of  the  agreement  was  made. 

Mr.  Roberts  (continuing^.  And  the  various  parties  sulKicribed  to 
it,  but  I  do  not  think  in  the  nature  of  any  legal  document  which 
would  have  been  binding  or  which  would  have  been  enforced  as 
between  the  parties. 

The  Chairman.  There  was  no  consideration  passing? 

Mr.  Roberts.  Nothing  whatever. 

The  Chairman.  Now,  was  there  any  penalty  attached  to  the  vio- 
lation of  these  asreanents  among  yourselves  ? 

Mr.  Roberts.  ISo;  not  beyond  the  fact  that  if  yon  exceeded  your 
tonnage  allotment  you  paid  a  certain  amount  on  your  tonnage  over 
and  above  that  into  the  pool,  which  wa«  distributed  among  the  other 
parties. 

The  Chairman.  And  if  you  sold  below  the  price  fixed  ? 

Mt.  Roberts.  There  was  nothing  to  prevent  your  doing  it. 

Mr.  Bartlett.  Just  a  mere  agreement  as  to  the  output,  was  it? 

Mr.  RoBeRTB.  Tes,  sir;  the  output  was  taken  as  100,  and  then  the 
estimated  capacity  of  the  various  works  was  taken  into  account,  and 
they  were  then  allotted  certain  percentages  of  the  total,  which  they 
could  sell  at  any  price  they  pleased,  but  if  they  exceeded  their  allot- 
ted percentages  they  were  penalized. 
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Mr.  Bartlett.  That  was  done  after  investigation  and  inquiry  as 
to  what  amount  of  output  would  control  prices,  was  it  not  ? 

Mr.  Roberts.  No,  sir ;  it  had  nothing  to  do  with  the  consumption. 
Tt  had  to  do  with  the  capacities  of  the  works.  If,  for  instance,  the 
capacity  of  one  works  was  10,000  tons,  another  5,000,  and  so  on,  they 
were  allotted,  and  then  they  took  their  percentages. 

Mr.  Bartlett.  If  there  was  a  great  demand,  and  a  greater  demand 
for  the  output  than  the  agreed  amount  of  the  manufacturers,  would 
not  that  increase  the  price? 

Mr.  BoBERTB.  No,  sir;  it  had  nothing  whatever  to  do  with  the  con- 
suniption. 

Mr.  Bartlett.  Whether  your  agreement  was  to  increase  the  price 
or  not,  the  fact  that  you  agreed  to  diminish  the  output  and  keep  it 
down,  if  the  output  did  not  equal  the  demand  of  the  public  for  the 
goods,  would  that  not  keep  the  price  up? 

Mr.  Eoberts.  Well,  as  a  matter  of  fact,  the  output  was  never  below 
the  demand.  The  capacities  of  the  works  were  sufficient  to  take  care 
of  the  demand. 

Mr.  Bartlett.  Now,  just  before  you  ep  any  further,  what  could  be 
the  purpose  of  diminishing  the  output  if  it  did  not  tend  to  have  some 
relation  to  the  price? 

Mr.  Roberts.  Because  there  was  no  object  in  a  man  taking  beyond 
his  allotted  percentage,  and  therefore  it  tended  to  steady  prices.  The 
penalty  was  so  great  that  if  he  exceeded  his  allotted  percentage  be 
ran  at  cost. 

Mr.  Bartlett.  Then  the  purpose  was  to  steady  prices? 

Mr.  Boberts.  It  was ;  ana  it  acted  very  efficiently. 

The  Chairman.  If  the  price  became  unsteady,  Mr.  Roberts,  lost  its 
equilibrium,  was  it  liable  to  go  up  or  down? 

Mr.  Roberts.  Well,  unstable  equilibrium  generally  tends  to  fall. 

The  Chairman.  And  that  was  the  thing  you  wished  to  prevent? 

Mr.  Roberts.  Most  certainly. 

The  Chairman.  Mr.  Roberts,  did  you  evei^  attend  any  of  these 
Gary  dinners? 

Mr.  Roberts.  No^ir;  I  have  never  had  the  honor  of  an  invitation. 

The  Chairman.  What  has  been  the  difference,  if  you  know,  as  to 
effectiveness  in  maintaining  the  stability  of  prices  between  the  gen- 
tlemen's agreement  or  other  agreements  or  pools  and  the  institution 
known  as  the  Gary  dinners? 

Mr.  Roberts.  I  have  never  attended  one  of  those.  I  have  never 
read  the  reports  of  any  of  them.  From  my  intercourse  with  Judge 
Gary,  and  from  the  observations  that  I  have  made,  I  should  say 
that  the  tendency  was  to  eliminate  destructive  competition,  but  not 
to  affect  free  competition  within  he  rule  of  reason. 

The  Chairman.  You  speak  of  destructive  competition.  The  de- 
struction wrought  was  upon  the  price  of  the  articles? 

Mr.  Roberts.  No;  the  destruction -was  wrought  to  those  who  par- 
ticipated in  that  competition. 

The  Chairman.  These  men  were  rivals  in  business,  these  various 
concerns.  Did  they  attempt  to  injure  each  other  or  injure  the  plant 
or  business  of  one  another  in  any  other  way  than  by  the  cutting  of 
prices? 

Mr.  Roberts.  It  was  an  attempt  on  the  part  of  each  one  to  .keep 
his  works  in  full  operation,  regardless  of  cost,  when  necessary. 
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The  Chairman.  I  mean  this :  Those  who  were  engaged  in  the  steel 
business  under  the  Carnegie  regime — for  the  lack  ox  a  better  word — 
under  the  old  system  of  selling  where  and  how  and  for  what  you 
pleased,  without  any  understanding  as  to  price,  tonnage,  or  terri- 
tory— tnese  men  who  thus  competed  in  that  way  were  the  same 
men  who  now  compete  under  a  different  understanding,  are  they 
not,  to  a  degree? 

Mr.  BoBERTS.  No;  because,  very  largely,  those  who  were  in  busi- 
ness prior  to  1900  have  passed  away  through  natural  causes  or  other- 
wise; and  the  result  during  that  time  of  that  destructive  competition 
was  that  it  would  continue  for  a  certain  period  of  time.  When  thej 
could  no  longer  maintain  it,  the  weaker  went  to  the  wall.  As  is 
a  well  known  fact,  there  is  no  industry  in  the  country  where,  prior 
to  1900,  there  were  as  many  wrecks  as  in  the  steel  business.  When 
it  came  to  the  point  they  felt  they  could  no  lonjger  continue  it,  they 
came  together  and  formed  some  temporary  arrangement  by  which 
prices  could  be  restored,  which  lasted  probably  a  few  years  until 
some  one  made  an  unstable  equilibrium,  and  then  the  matter  was 
thrown  open  again  until  they  came  to  such  a  condition  of  suffering 
thai  they  renewed  it..  It  was  a  case  of  coming  together  and  break- 
ing up  again.  That,  I  think,  was  my  experience  from  the  year  1876 
until  1900. 

The  Chairman.  What  I  am  driving  at  is  this:  The  men  who  manu- 
factured steel  then,  just  as  the  men  who  manufacture  steel  now, 
did  not  do  anything  to  hurt  or  injure  a  competitor  other  than  to 
sell  at  less  than  he  sold  for,  and  in  uiat  way  involve  him  in  financial 
trouble.  They  did  not  attempt  to  blow  eacli  other's  plant  up  or  injure 
one  another  in  any  other  way  than  by  making  his  business  less 
profitable,  on  account  of  the  fact  that  one  man,  by  the  superiority 
of  his  position,  his  skill,  his  industry,  the  facility  of  his  employees, 
or  the  fortunate  location  of  his  plant  in  the  assembling  of  material  or 
in  marketing  of  it,  one  man  would  have  an  advantage  over  another; 
and  when  they  entered  these  bitter  fights  then  there  was  a  survival 
of  the  fittest ;  and  the  man  who  could  sell  pig  iron,  say  for  $10  a  ton 
and  make  it  for  $9,  could  weather  the  storm,  and  the  man  who  was 
making  pig  iron  at  a  price,  say  of  $9.10,  and  had  to  sell  it  at  10  cents 
less  than  it  cost  him,  he  went  to  the  wall.  That  was  the  situation 
that  existed  then,  was  it  not? 

Mr.  BoBERTS.  Well,  it  was  a  case  of  everyone  for  himself,  so  far  as 
the  producer  vas  concerned;  but  in  that  conflict  the  consumer  suf- 
fered equally. 

The  Chairman.  I  am  not  speaking  of  the  consumer.  Did  they  ever 
attempt  to  destroy  each  other  in  any  other  way  than  by  competition  ? 

Mr,  Roberts.  Oh,  no.  They  were  not  illegal.  There  was  nothing 
ille$:al  about  their  operations  toward  each  other. 

-  The  Chairman.  Well,  they  might  do  things  which  were  not  illegal, 
but  were  unmanly.  To  illustrate,  suppose  m  that  day  the  Cambria 
Steel  Co.  had  been  in  existence,  and  1  presume  it  was,  and  the  Penn- 
sylvania Steel  Co.  had  been  in  existence,  and  I  presume  it  was;  and 
they  were  competing  fiercely,  and  the  Cambria  Steel  Co.  could  not 
manufacture  as  cheaply  as  the  Pennsylvania  Steel  Co.,  and  in  order 
to  weather  the  storm  it  would  issue  bonds  and  place  them  in  a  bank  of 
Pittdburg  as  collateral  for  a  loan.  In  that  day  did  any  man  attempt 
to  discover  the  creditors  of  his  competitor,  and  then  having  discov- 
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ered  the  creditors  of  his  competitor,  to  call  his  loans  and  further 
involve  him  in  financial  distress  in  order  to  destroy  him,  not  in  open 
competition,  but  by  those  underhand  methods  that  have  in  otner 
countries  and  at  other  times  existed?  Was  there  anythins:  of  that 
kind? 

Mr.  BoBEBTs.  So  far  as  I  am  concerned,  I  could  answer  "  no.'*  Be- 
yond that  I  do  not  believe  I  am  competent  to  express  an  opinion. 

The  Chaibman.  It  was  vicious,  op^i,  honorable  battle,  as  I  under- 
stand it 

Mr.  LiNDABTTBY.  The  witness,  Mr.  Chairman,  has  already  testified 
that  thqr  did  it  by  selling  below  their  own  cost. 

The  Chaibman.  That  was  the  only  method  they  used?  That  is  the 
only  method  ?    That  is  what  I  Wfmt  to  know. 

Mr.  Sobebts.  It  was  the  principal  one ;  yes. 

The  Chaibman.  Wellj  was  there  any  other  method  of  which  you 
are  advised  ? 

Mr.  Bobebts.  No  ;  I  should  say  that  was  the  principal  method  used. 

Mr.  LiNDABUBY.  That  is  the  method  held  up  to  crueifilxion  in  the 
tobacco  case  by  the  Supreme  Court. 

The  Chaibman.  There  were  other  manufacturers  before  the  court 
in  the  tobacco  case. 

Mr.  LiNDABUBY.  I  mentioned  that  as  one  of  them. 

The  Chaibman.  The  making  of  differential  contracts  where  a  man 
was  paid  so  much  to  sell  the  articles  of  the.  American  Tobacco  Co. 
alone  and  so  much  if  he  sold  his  competitors'  articles  was  involved  in 
that  case.  Of  course,  we  are  not  going  into  that  case,  but  if  open  com* 
petition  had  been  the  only  sin  of  the  American  Tobacco  Co.,  I  am 
prone  to  believe  it  would  not  now  be  justly  under  the  ban  of  the  law. 

Mr.  Boberts,  you  sajr  you  made  your  axles  ? 

Mr.  BoBEBTS.  We  did. 

The  Chaibman.  Was  there  an  agreement  with  reference  to  the 
price  of  axles  and  the  tonnage  of  concerns  producing  it  ? 

Mr.  BoBssKTS.  I  never  knew  of  any. 

The  Chaibman.  Were  you  a  party  to  the  existence  of  a  bridge  pool 
any  time  about  1890? 

Mr.  Kobebts.  I  was  not. 

The  Chaibman.  What  were  the  different  bridge  works  which  com- 
posed the  American  Bridge  Co.  at  the  time  it  was  taken  into  the 
United  States  Steel  Corporation? 

Mr.  Bobbbts.  At  this  time  or  at  the  time  of  its  formation? 

The  Chaibman.  At  the  time  of  its  formation  what  were  its  con- 
stituent companies? 

Mr.  Bobbbts.  It  was  composed  of  25  shops.  For  the  names  and 
locations  and  details  I  would  refer  you  to  the  Iron  and  Steel  Works 
Directorv  of  1901,  published  by  the  American  Iron  &  Steel  Associa- 
tion, ani  a  complete  list  is  given,  commencing  on  page  59.  With 
your  permission,  Mr.  Chairman,  I  might  say  that  the  word  "  Bridge  '* 
m  the  name  of  the  American  Bridge  Co.,  and  as  probably  I  shall  use 
it  here,  is  of  a  somewhat  wider  si^ificance  than  is  usually  under- 
stood by  that  term.  It  is  used  there  in  the  sense  of  any  structure  com- 
posed wholly  or  principally  of  steel;  not  alone  bridges,  but  buildings 
and  even  steel  boats.  So  that  it  embraces  a  much  wider  field  than  tne 
sense  in  which  it  is  usually  used. 

The  Chaibman.  I  would  like  to  have  that  list  in  the  record.  • 
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(The  list  referred  to  is  as  follows:) 

•  ROLLING   MILLS  AND  STEEL  W0BK8    (l). 

« 

Pencoyd  Iron  Works,  A.  &  P.  Roberts  Co.,  operators;  general  office,  261  Soath 
Fourth  Street,  Philadelphia.  Works  In  Montgomery  County,  opposite  Mana- 
yunk.  Pa.  Built  In  1852;  11  regenerative  gas-heating  furnaces,  3  coal-fired 
heating  furnaces,  and  5  trains  of  rolls  (one  12,  two  23,  one  28,  and  one  2-h!gh 
36-inch  reversing).  Steel  department,  added  in  1887  and  since  enlarged,  con- 
tains one  75-gross-ton  and  ten  30-gross-tou  basic  open-hearth  furnaces;  annual 
capacity,  230,000  gross  tons  of  ingots.  Product — open-hearth  steel  channel  bars 
from  2  to  15  inches,  beams  from  3  to  24  inches,  deck  beams  from  5  to  12  inches, 
tees  from  1  to  6  inches,  angles  from  1  to  8  inches,  flats  from  1  to  14  inches 
wide,  rounds  from  i  inch  to  7  inches  in  diameter,  hammered  or  rolled  axles* 
bar  and  bridge  steel,  shafting,  and  steel  blooms;  annual  capacity,  180,000 
gross  tons  of  finished  material.  Specialities,  structural  shapes,  shafting,  and 
bar  and  bridge  steel.    Brand,  "  Pencoyd."    Fuel,  bituminous  coal. 

Bridge  and  construction  department  contains  equipment  for  all  classes  of 
bridge  and  architectural  work;  also  standard  railroad  turntables;  also  hy- 
draulic forge  shop  for  the  manufacture  of  solid  forged  steel  eyebars  from  3  to 
12  inches  wide;  annual  capacity,  65,000  gross  tons.    B^iel,  bituminous  coal. 

Ofllcers:  Charles* Major,  president;  James  Christie,  vice  president;  and  J.  W. 
Davifl,  secretary  and  treasurer,  261  South  Fourth  Street,  Philadelphia.  For 
sales  offices  see  list  of  branch  offices  of  American  Bridge  Co.  of  New  York. 

Total  annual  capacity  of  the  rolling  mills  and  steel  works ;  Open-hearth  steel 
Ingots,  230,000  gross  tons;  finished  products,  180,000  tons;  of  the  bridge  and 
construction  works,  65,000  gross  tons. 

BBIDOS  BUILDING  PLANTS    (25). 

American  Bridge  Works»  Fortieth  Street  and  Stewart  Avenue,  Chicago,  111. 
Bailroad  and  highway  bridges.  Also  erect  steel  buildings.  Annual  capacity, 
32,500  gross  tona    (Formerly  operated  by  the  American  Bridge  Works.) 

Berlin  Iron  Bridge  Works,  £2ast  Berlin,  Conn.  Railroad  and  highway 
bridges.  Also  erect  steel  buildings.  Annual  capacity,  10,800  gross  tons. 
(Formerly  operated  by  the  Berlin  Iron  Bridge  Co.) 

Buffalo  Bridge  and  Iron  Works,  Buffalo,  N.  T.  Railroad  and  highway 
bridges.  Annual  capacity,  4,0(X)  gross  ton&  (Formerly  operated  by  the 
Buffalo  Bridge  and  Iron  Worlds.) 

Edge  Moor  Bridge  Works,  Edge  Moor,  Del.  Railroad  and  highway  bridges. 
Also  erect  steel  buildings.  Annual  capacity,  22,500  gross  tons.  (Formerly 
operated  by  the  Edge  Moor  Bridge  Works.) 

.  Elmira  Bridge  Works,  Elmlra,  N.  T.  Railroad  and  highway  bridges.  Also 
erect  steel  buildings.  Annual  capacity,  27,000  gross  tons.  (Formerly  operated 
by  the  Elmlra  Bridge  Ck>.  (Ltd.).) 

Gillette-Herzog  Manufacturing  Works,  259  First  Avenue  south,  Minneapolis, 
Minn.  Bailroad  and  highway  bridges.  Also  erect  steel  buildings.  Annual 
capacity,  10,800  gross  ton&  (Formerly  operated  by  The  Gillette-Herzog 
Manufacturing  Co.) 

Groton  Bridge  and  Manufacturing  Works,  Groton,  N.  Y.  Railroad  and  high- 
way bridges.  Also  erect  steel  buildings.  Annual  capacity,  7,200  gross  tons. 
(Formerly  operated  by  the  Groton  Bridge  &  Manufacturing  Co.) 

Hilton  Bridge  Works,  North  Albany,  N.  Y,  Railroad  and  highway  bridges. 
Annual  capacity,  5,4(X)  gross  tons.  (Formerly  operated  by  the  Hilton  Bridge 
Construction  Co.) 

Hors^eads  Bridge  Works,  Horseheads,  N.  Y.  Highway  bridges;  hnve 
erected  a  few  railroad  bridges.  Annual  capacity,  1,800  gross  tons.  (Formerly 
operated  by  the  Horseheads  Bridge  Co.) 

Keysone  Bridge  Works,  Fifty-first  Street,  Pittsburg.  Railroad  and  high- 
way bridgea  Also  erect  steel  buildings.  Annual  capacity,  32,500  gross  tons. 
(Formerly  operated  by  Tlie  Carnegie  Co.  (Ltd.).) 

Lafiiyette  Bridge  Works,  Lafayette,  Ind.  Railroad  and  highway  bridges. 
Also  erect  steel  buildings.  Annual  capacity,  2,700  gross  tons.  (Formerly 
operated  by  The  Lafayette  Bridge  Co.) 

Laasig  Bridge  and  Iron  Works,  comer  Clybourn  and  Wrightwood  Avenues, 
Lake  View,  (Chicago,  111.    Railroad  bridges  only.    Also  erect  steel  buildlugs. 
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Annual  capacity,  40,500  gross  tons.  (Formerly  operated  by  the  lASSlg  Bridge 
and  Iron  Works.) 

Milwaukee  Bridge  and  Iron  Works,  Seventeenth  Street  and  Sjt.  Paul  Avenue, 
Milwaukee,  Wis.  Railroad  and  highway  bridges.  Also  erect  *steel  buildings. 
Annual  capacity,  10,800  gross  tons.  (Formerly  operated  by  the  J.  G.  Wagner 
Co.) 

New  Columbus  Bridge  Works,  (Dolumbus,  Ohio.  Railroad  and  highway 
bjldges.  Also  erect  steel  buildings.  Annual  capacity,  3,000  gross  tons. 
(Formerly  operated  by  the  New  Columbus  Bridge  Co.) 

Pencoyd  Iron  Works  (bridge  and  construction  department),  A.  &  P.  Roberts 
Co.,  operators,  261  South  Fourth  Street,  Philadelphia.  Works  In  Montgomery 
County,  opposite  Manayunk,  Pa.  Railroad  and  highway  bridges.  Also  erect 
steel  buildings.    Annual  capacity  65,000  gross  tons. 

Pittsburg  Bridge  Works,  Thirty-eighth  Street  and  Allegheny  Valley  Railway. 
Pittsburg,  Pa.  Railroad  and  highway  bridges.  Also  erect  steel  buildings. 
Annual  capacity,  13,500  gross  tons.  (Formerly  operated  by  the  PittM)urg 
Bridge  Co.) 

Post  &  McCord  Works,  Greenpolnt,  Long  Island,  New  York.  Railroad  an^ 
highway  bridges.  Also  erect  steel  buildings.  Annual  capacity,  21,600  groBS 
tons.     (Formerly  operated  by  Post  &  McCord.) 

Rochester  Bridge  &  Iron  Works,  Rochester,  N.  Y.  Railroad  and  highway 
bridges.  Also  erect  steel  buildings.  Annual  capacity,  4,500  ^oss  tons.  (For- 
merly operated  by  the  Rochester  Bridge  &  Iron  Works.) 

Schultz  Bridge  Iron  Works,  McEees  Rocks,  Pa.  Railroad  and  highway 
bridges.  Also  erect  steel  buildings.  Annual  capacity,  9,000  gross  tons.  (For* 
merly  operated  by  the  Schultz  Bridge  Iron  Qo.) 

Shlffler  Bridge  Works,  Forty-eighth  Street  and  Allegheny  Valley  Railway, 
Pittsburg,  Pa.  Railroad  and  highway  bridges.  Also  erect  steel  buildings.  An- 
nual capacity,  36,000  gross  tons.    (Formerly  operated  by  the  Shlffler  Bridge  Co.) 

Toledo  Bridge  Works,  Toledo,  Ohio.  Railroad  and  highway  bridges.  Also 
erect  steel  buildings.  Annual  capacity,  25,(XX)  gross  tons.  (Formerly  operated 
by  The  Toledo  Bridge  Co.) 

Trenton  Iron  Works,  Trenton,  N.  J.  Railroad  and  highway  bridges.  Also 
erect  steel  buildings.  Annual  capacity,  27,(K)0  gross  tons.  (Formerly  operated 
by  the  New  Jersey  Steel  &  Iron  Co.) 

Union  Bridge  Works,  Athens,  Pa.  Railroad  bridges  only.  Annual  capacity, 
13,500  gross  tons,    (ir'ormerly  operated  by  the  Union  Bridge  Co.) 

Youngstown  Bridge  Works,  Youngstown,  Ohio.  Railroad  and  highway 
bridges.  Also  erect  steel  buildings.  Annual  capacity,  5,000  gross  tons.  (For- 
merly operated  by  the  Wrought  Iron  Bridge  Co.) 

Youngstown  Bridge  Works,  Youngstown,  Ohio.  Railroad  and  highway 
bridges.  Also  erect  steel  buildings.  Annual  capacity,  9,000  gross  tons.  (For- 
merly operated  by  the  Youngstown  Bridge  Co.) 

Total  annual  capacity  of  the  25  bridgebuildings  plants,  441,200  gross  tona 

BOLT,   WTJT,  A  WD  RIVET  WOBKS    (5). 

Edgemoor  Bridge  Works,  Edgemoor,  Del.  Product,  rivets,  principally  fop 
their  own  use  in  the  construction  of  bridges,  buildings,  etc.  Sizes  of  rivets, 
from  five-eighths  of  an  Inch  to  1  inch.  Formerly  operated  by  the  Edgemoor 
Bridge  Works.) 

Elmira  Bridge  Works,  Elmira,  N.  Y.  Product,  steel  bolts,  nuts,  and  rivets, 
Sizes:  Bolts,  from  one-half  of  an  inch  to  4  inches;  nuts,  2  inches  and  larger; 
rivets,  one-half  of  an  inch  and  larger.  (Formerly  operated  by  the  Elmira 
Bridge  Co.  (Ltd.).) 

I^ssig  Bridge  and  Iron  Works,  Chicago,  111.  Product,  steel  bolts  and  rivets. 
Sizes:  Bolts  from  five-eighths  of  an  inch  to  2  inches  In  diameter;  rivets,  from 
one-hnlf  of  an  inch  to  1  inch  in  diameter.  (Formerly  operated  by  the  Lassig 
Bridge  and  Iron  Works.) 

Pencoyd  Iron  Works,  A.  ft  P.  Roberts  Co.,  operators,  261  Sonth  Fourth  Street. 
Philndelphia.  Works  in  Montgomery  County,  opposite  Manayunk,  Pa.  Prodact^ 
steel  bolts,  upset  rods,  and  eyebnrs  for  bridge  and  structural  work;  also  steel 
rivets.  Sizes:  Bolts,  from  one-half  of  an  inch  to  7  inches  in  diameter;  rivets* 
from  oTio-half  of  an  inch  to  2  inches  In  diameter. 

Trenton  Iron  Works,  Trenton,  N.  J.  Product,  steel  bolts  for  their  own  use 
in  the  construction  pt  bridges  and  buildings;  also  steel  bridge  rivets.  Sisee  of 
rivets  from  one-half  of  an  inch  to  li  inches  inclusive,  (£V>nnerly  operated  by 
the  New  Jersey  Steel  ft  Iron  Co.) 
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The  Chairman.  Were  you  ever  connected  with  the  Berlin  Bridge 
Co.? 

Mr.  BoBERTs.  I  was  not,  other  than  it  was  one  of  the  shops  of  the 
American  Bridge  Co. 

The  Chairman.  From  1890  to  1900  what  was  the  extent  of  its 
operations.    What  was  the  number  of  men  employed  ? 

Mr.  BoBERTs.  I  have  no  knowledge  of  it  whatever. 

The  Chairman.  Is  it  in  operation  now  ? 

Idr.  Boberts.  I  can  not  answer  that  question,  but  I  do  not  think 
it  is. 

The*  Chairman.  What  percentage  of  the  bridge  business  of  the 
United  States  was  controlled  by  the  Pencojrd  Co.  at  the  time  it  was 
taken  into  the  United  States  Steel  Corporation  ? 

Mr.  Boberts.  I  have  some  data  here  which  has  been  taken  from  the 
reports  of  the  American  Iron  and  Steel  Association,  and  probably 
I  can  give  it  to  you  from  that.  There  were  two  distinct  classes  of 
^ops  at  that  time,  one  of  them  belonging  to  the  steel  works,  such  as 
the  Pencoyd  plant  and  bridge  plant,  wnich  did  not  belong  to  the 
steel  plant,  wtio  purchased  their  structural  material  from  the  steel 
works,  and  then  fabricated  it.  As  near  as  I  can  get  at  the  statistics 
the  American  Bridge  Co.,  at  the  time  of  its  formation,  had  a 
capacity  of  441,000  tons  a  year.  The  Pencoyd  plant  alone  had  a 
capacity  of  65,000  tons  a  year.  The  bridge  plante  belonging  to  the 
st^l  works  outside  the  American  Bridge  Co.  or  the  Pencoyd  plant 
had  a  capacity  of  150,000  tons  a  year,  while  the  independent  plants. 
Dot  connected  with  any  steel  wort^,  had  a  capacity  of  about  1,000,000 
tons  a  year. 

Now,  taking  this  information  again  as  of  the  year  1903,  the  total  an- 
nual capacity  in  the  country  was  1,741,000  tons  per  annum,  of  which 
the  American  Bridge  Co.,  which  had  then  become  a  part  of  the 
United  States  Steel  Corporation,  had  a  capacity  of  551,000  tons  per 
annum.  The  total  number  of  plants  in  the  united  States  had  reached 
141,  of  which  the  United  States  Steel  Corporation  had  about  25. 
At  the  present  day  the  total  number  of  bridge  plants  outside  the 
United  States  Steel  Corporation  are  about  400,  with  an  annual  ca- 
pacity of  2,500,000  tons  per  annum,  while  the  United  States  Steel 
Corporation  has  in  the  neighborhood  of  25  plants,  with  a  capacity  of 
about  700,000  tons  per  annum,  about  83  per  cent. 

The  Chairman.  What  is  the  cost  oi  producing  one  ton  of  steel 
beams,  between  6  and  50  inches  in  depth,  steel  ingots,  Pencoyd  mill  ? 

Mr.  Boberts.  At  what  date? 

The  Chairman.  At  the  present  time. 

Mr.  Boberts.  I  could  not  give  you  an  answer.  I  have  had  no 
knowledge  of  the  Pencoyd  plant  since  the  year  1900. 

The  Chairman.  Say  at  that  date  ? 

Mr.  Boberts.  I  can  not  give  you  that,  sir,  from  any  data  I  have. 
It  would  depend  entirely  upon  the  price  of  pig  iron  and  labor,  and 
it  would  vary  from  year  to  year,  or  even  month  to  month. 

The  Chairman.  Is  the  price  of  beams  and  other  material,  except 
rails,  the  same  at  Philadelphia,  Pittsburg,  and  Chicago? 

Mr.  Boberts.  Was  it  ever  ? 

The  Chairman.  Yes,  sir. 

Mr.  Boberts.  Yes,  sir;  the  price  of  material  other  than  rails  is, 
as  a  rule,  based  on  the  f.  o.  b.  price,  Pittsburg,  to  which  is  added  the 
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freight  rate  to  any  other  point  which  you  may  name.    That  fixes  the 

?rice  of  the  material  in  that  market.  For  instance,  the  price  at 
ittsburg  is  IJ  cents  a  pound  and  the  freight  rate  to  Philadelphia 
was  one-quarter  of  a  cent;  that  would  mean  that  structural  material 
f.  o.  b.  Fniladelphia  would  be  1^  cents  a  pound;  that  would  be  the 
market  price. 

The  (jHAiRMAN.  And  is  the  same  true  of  Chicago  ? 

Mr.  Roberts.  Yes.  sir ;  the  same  is  true  of  Chicago. 

The  Chairman.  Vo  you  manufacture  any  of  those  things  at  Chi- 
cago? 

Sir.  Roberts.  Of  structural  material? 

The  Chairman.  Yes^  sir. 

Mr.  Roberts.  Yes,  sir;  the  Illinois  Steel  Co.  or  the  Federal  Steel 
Co,  its  successor,  manufactures  structural  steel. 

The  Chairman.  Is  it  produced  more  cheaply  at  Chicago  or  Pitts- 
burg? 

Mr.  Roberts.  I  can  not  answer  that  question  without  refer^ace  to 
the  detailed  cost  which,  I  think,  you  have.  I  mean  to  say,  the  Gov- 
ernment has. 

The  Chairman.  The  Department  of  Commerce  and  Labor  has  in 
its  possessiim  a  great  deal  of  information. 

Mr.  Roberts.  I  so  understand. 

The  Chairman.  My  advice  is  that  under  the  law  they  are  directed 
to  report  that  very  intimate  and  delicate  information  to  the  Presi- 
dent. 

Mr.  RoBiarrs.  I  personally  do  not  kmiw  about  that. 

Mr.  LiNDABURY.  Permit  me  to  interrupt  While,  of  course,  this 
witness  does  not  have  that,  the  United  States  Steel  Corporation  will 
furnish  any  sheets  of  that  kind  that  the  committee  may  ask  for.  It 
will  take  a  little  time,  but  we  will  have  schedules  made  up  on  any  of 
those  subjects. 

The  Chairman.  I  am  not  in  anv  way  criticizing  the  Department  of 
Commerce  and  Labor.    I  am  seeking  information. 

Mr.  Roberts.  I  would  be  very  glad  to  give  it  to  you  if  I  had  any 
data. 

The  Chapman.  Will  you  please  furnish  the  committee  with  the 
present  selling  price  of  tieams  between  6  and  50  inches  in  depth  and 
other  structural  shapes  at  Pencoyd,  Pittsburg,  and  Chicago  railbu 
including  the  cost  or  production? 

Mr.  Roberts.  I  think  you  better  make  that  Philadelphia  instead  of 
Pencoyd.  Pencoyd  is  a  mile  or  two  from  Philadelphia,  just  on  the 
outskirts,  and  would  be  the  same  at  Philadelphia,  which  is  the 
market. 

Mr.  LiNDABURY.  Mr.  Roberts  is  going  away.  The  Steel  Corpora- 
tion will  always  be  here,  and  if  you  will  make  that  request  of  the 
corporation  we  will  be  happy  to  do  it. 

The  CHAmMAN.  You  are  a  director  of  the  Pennsylvania  Rail* 
road  Co.? 

Mr.  Roberts.  I  am. 

The  Chairman.  What  is  the  method  of  selecting  directors  of  that 
company  ? 

Mr.  Roberts.  Well,  I  have  never  had  any  experience  in  that;  since 
the  time  I  have  been  a  director  in  the  Pennsylvania  Railroad  Co. 
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there  have  been  no  vacancies  on  the  board.    I  have  no  knowledge 
of  that.  ' 

The  Chairman.  Is  there  not  a  nominating  committee  of  the  di^ 
rectors  that  first  suggests  the  names  of  directors? 

Mr.  Roberts.  I  have  never  heard  of  any  nominating  conmiittee;  I 
do  not  think  there  is  any. 

The  Chairman.  Do  you  know  whether  those  names  are  submitted 
to  the  stockholders  and  afterwards  proposed  at  the  annual  meeting 
for  election  ? 

Mr.  BoBERTS.  The  directors  are  elected  by  the  stockholders.  There 
is  a  nominating  committee  of  stockholders,  who  suggest  names  to  be 
voted  for  at  a  meeting  held  after  the  annual  meeting.  I  thought 
your  first  question  was  as  to  how  the  directors  were  elected  between 
annual  meetings  where  a  vacancy  occurs. 

The  Chairman.  At  the  regular  election. 

Mr.  KoBERTS.  At  the  regular  annual  meeting  there  is  a  stockhold- 
ers' committee  chosen,  who  shall  nominate  directors  to  serve  for  the 
ensuing  year. 

The  Chairman.'  How  are  the  president  and  vice  presidents  of  the 
Pennsylvania  Railroad  Co.  elected  ? 

Mr.  Roberts.  They  are  elected  by  the  board. 

The  Chairman.  I  believe  Mr.  Frick  is  a  director  in  the  Pennsyl- 
vania Railroad  Co.? 

Mr.  Roberts.  He -is. 

The  Chairman.  And  Mr.  Grisccmi  is  a  director  in  the  Pennsyl- 
vania Railroad  Co.? 

Mr.  RoBKB^.  He  is. 

The  Chairman.  When  were  you  elected  a  director  in  the  Pennsyl- 
vania Railroad  Co.? 

Mr.  Roberts.  Either  in  October  or  November,  1907. 

The  Chairman.  When  were  you  elected  a  director  in  the  United 
States  Steel  Corporation? 

Mr.  Roberts.  I  was  a  director  in  the  United  States  Steel  Corpora- 
tion from  the  time  of  its  formation  until  the  early  summer  of  1902, 
when  I  resigned.    I  was  reelected  a  director  in  November,  1909. 

The  Chairman.  Mr.  Frick  was  a  director  in  the  United  States 
Steel  Corjporation  before  he  was  a  director  in  the  Pennsylvania  Rail- 
road Co.f 

Mr.  Roberts.  I  am  unable  to  answer  that  Question. 

The  Chairman.  He  was  one  of  the  original  directors? 

Mr.  Roberts.  No;  Mr.  Frick,  I  think,  was  .not  an  original  director 
in  the  United  States  Steel  Ccnrporation.  He  came  in  some  little  time 
after  its  formation. 

The  Chairman.  Mr.  Griscom  was  a  director  in  the  Pennsylvania 
Railroad  Co.  before  he  became  a  director  in  the  United  States  Steel 
Corporation? 

Mr.  RoBmrrs.  He  was;  yes,  sir. 

Mr.  LmoABURY.  Would  you  ask  the  witness  how  many  directors 
each  corporation  has,  the  Pennsylvania  Railroad  Co.  and  the  United 
States  Steel  Corporation  ? 

The  Chairman.  I  will.    How  many  directors  has  each  corporation? 

Mr.  RoBBRTS.  I  would  have  to  get  that;  I  can  not  five  you  that 
offhand.     I  am  under  the  impression  that  the  United  States  Steel 
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Corporation  has  24  directors  and  the  Pennsylvania  Railroad  Co. 
about  14.  Poor's  Manual  will  give  the  number  of  directors  in  ttie 
Pennsylvania  Railroad  Co.,  but  I  think  it  is  14. 

The  Chairman.  There  are  24  directors  in  the  United  States  Steel 
Corporation  ? 

Mr.  Roberts.  I  think  so. 

Mr.  LiNDABURY.  That  is  correct.  I  am  not  sure  about  the  Pennsyl- 
vania Railroad  Co. 

The  Chairman.  I  believe  there  are  J.3. 

Mr.  LiNDABURY.  There  never  would  be  13. 

The  Chairman.  There  are  12  in  the  Pennsylvania  Railroad  Co.? 

Mr.  Roberts.  Subject  to  correction,  I  should  say  that  was  right 

The  Chairman.  William  H.  Barnes,  Thomas  De  Witt  CSyler, 
Rudolph  Ellis,  Lincoln  Godfrey,  Clement  A.  Griscom,  Charles  E. 
IngersoU,  James  McCrea,  E.  B.  Morris,  C.  S.  Patterson,  P.  Rob- 
erts, jr.,  N.  P.  Shortridge,  George  Wood,  and  Henry  C.  Frick. 

Mr.  Roberts.  You  have  to  add  the  vice  presidents  in  that  list, 
which  will  increase  the  number.  The  four  vice  presidents  of  the 
Pennsylvania  Railroad  Co.  are  also  directors. 

The  Chairman.  Who  are  tliey? 

Mr.  Roberts.  Mr.  Rea  is  the  first  vice  president,  Mr.  Thayer,  Mr. 
Atterbury,  and  Mr.  Tatnall. 

The  Chairman.  Is  Mr.  Thayer  living  now  ? 

Mr.  Roberts.  He  is  the  vice  president  in  charge  of  traffic.  You 
are  speaking  of  the  Boston  Thayer,  probably? 

The  Chairman.  At  what  time,  did  you  say,  they  elected  the  boards 
of  directors  of  the  United  States  Steel  Corporation  and  the  Pennsyl- 
vania Railroad  Co.? 

Mr.  Roberts.  I  did  not  mention  the  United  States  Steel  Corpora- 
tion. The  Pennsylvania  Railroad  Co.'s  annual  meeting  is  in  the 
month  of  March.  The  Steel  Corporation,  I  think,  is  in  the  month  of 
April,  the  annual  meeting. 

The  Chairman.  How  much  of  the  stock  of  the  Cambria  and  the 
Pennsylvania  Steel  companies  does  the  Pennsylvania  Railroad  Co. 
own,  either  directly  or  through  some  of  its  subsidiary  companies? 

Mr.  LiNDABURY.  May  I  be  allowed  to  suggest  that  the  resolution 
only  authorizes  an  investigation  between  the  United  States  Steel 
Corporation  and  the  railroads,  and  not  between  the  Cambria  Steel 
Co.  and  the  railroads? 

The  Chairman.  It  might  be  a  ring  within  a  ring.  I  do  not  make 
any  such  charge.  If  the  Pennsylvania  Railroad  Co.  has  any  connec- 
tion with  the  United  States  Steel  Corporation,  which  I  do  not  charge, 
then  any  company  in  control  would  be  brought  in  with  it. 

Mr.  LiNDABURY.  I  would  not  feel  that  I  was  auite  doing  my  duty 
if  I  did  not  make  the  point  and  let  it  appear  in  uie  record. 

Mr.  Roberts.  I  can  not  give  the  figure  offhand,  but  would  ret&r 
you  to  the  annual  reports  of  the  Pennsylvania  Railroad  Co.  where 
you  will  find  among  their  list  of  securities  their  holdings  in  the 
Cambria  and  Pennsylvania  Steel  Cos. ;  their  last  annual  report. 

Mr.  Bartlett.  That  is  a  matter  of  public  record? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Bartlett.  And  doubtless  can  be  found  in  the  Interstate  Com- 
merce Commission? 
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Mr.  B09ERTS.  In  the  last  annual  report  of  the  Pennsylvania  Rail- 
road Co.  for  1910. 

The  Chathman.  Will  you  kindlv  furnish  the  committee  with  a 
copy  of  the  last  annual  report  of  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Roberts.  I  shall  be  very  glad  to  do  so,  sir. 

The  Chairman,  Is  that  a  sul^antial  majority  ? 

Mr.  Roberts.  I  can  not  answer  that  question,  Mr.  Chairman;  I 
really  do  not  know. 

The  Chairman.  About  what  time  was  it  that  the  Pennsylvania 
Railroad  Co.  began  the  purchase  of  the  stocks  of  the  Cambria  and 
Pennsylvania  Steel  Cos.  ? 

Mr.  Roberts.  I  can  not  answer  that  definitely.  I  know  it  was 
about  the  time  of  the  formation  of  the  United  States  Steel  Corpora- 
tion. I  am  not  a  believer  in  a  transportation  company  having  any 
interest  whatever  in  any  6ommodities  which  it  carries.  As  a  general 
rule^  I  think  it  is  a  great  mistake  but,  as  aU  general  rules  have  ex- 
ceptions. I  think  probabl]^  this  case  is  one  of  the  exceptions  which 
proves  tne  rule.  At  the  time  of  the  formation  of  the  United  States 
Steel  Corporation  there  was  more  or  less,  I  mi^ht  say,  of  excitement, 
and  the  railroad  company  in  order  to  protect  itself,  made  those  pur- 
chases in  two  rail  mills  so  they  could  have  the  output  of  those  mills 
for  their  own  use  if  it  was  lound  to  be  necessanr.  That  has  not 
proven  so.  They  are  now,  to  my  mind,  in  the  unfortunate  position 
of  having  these  mvestments  and  are  unable  to  dispose  of  them. 

The  Chairman.  The  excitement  to  which  you  refer  was  the  threat 
of  Mr.  Carnegie  and  others  to  build  parallel  lines  to  the  Pennsyl- 
vania Railroad  and  the  effort  of  Mr.  Cassatt  to  protect  himself 
against  this  threatened  competition  by  producing  his  own  material  to 
supply  his  needs  as  a  common  carrier  ? 

Mr.  Roberts.  No;  I  did  not  refer  to  that  I  do  not  think  that 
amounted  to  anything.  I  refer  to  the  uncertainty  in  connection  with 
thoee  existing  plants  which  were  entirely  tributary  to  the  Pennsyl- 
vania Railroad.  There  was  some  thought  that  the  tonnage  might  be 
moved  to  new  places,  that  the  railroad  might  lose  the  tonnage  of 
those  plants  due  to  its  being. carried  to  other  and  competing  roads. 
It  was  a  matter  of  self -protection  to  furnish  their  own  supply  of  rails 
when  and  of  the  quality  they  wanted  that  they  made  those  purchases 
of  stock  which  had  nothing,  so  far  as  I  know,  to  do  with  any  threat 
of  competing  railroads,  because  I  do  not  think  that  was  ever  a  factor. 

The  Chairman.  What  officers  or  committee  of  which  you  are 
aware  of  the  Pennsylvania  Railroad  board  has  charge  of  the  selec- 
tion of  officers,  managers,  and  directors  of  the  two  steel  companies 
since  the  railroad  company  acquired  this  stock? 

Mr.  Roberts.  That  is  not  a  matter  that  ever  has  come  before  the 
board.    I  have  no  knowledge  of  any  such  selection. 

The  Chairman.  Mr.  Gnscom  is  a  director  of  the  Pennsylvania 
Railroad  Co.  and  of  the  United  States  Steel  Corporation  ? 

Mr.  Roberts.  He  is. 

The  Chairman.  The  United  States  Steel  Corporation  sells  mate- 
rials to  the  Pennsylvania  Railroad  Co.? 

Mr.  Roberts.  Tney  do. 

The  Chairman.  Do  the  directors  of  the  United  States  Steel  Corpo- 
ration fix  the  price  for  which  rails  should  be  sold  by  that  corporation? 

Mr.  Roberts.  No,  sir. 
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The  Chairman.  Has  not  the  board  of  directors  anything  to  say 
about  the  price? 

Mr.  Roberts.  I  have  never  heard  of  the  price  of  steel  rails  as  long 
as  I  have  been  a  member  of  the  board  of  directors  of  the  United  States 
Steel  Corporation. 

The  Chairman.  Are  you  not  the  controlling  power  of  the  United 
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Mr.  Roberts.  We  are;  but  the  board  of  directors  can  not  be  sup- 
posed to  enter  into  the  question  of  the  price  at  which  material  shall  be 
sold  from  day  to  day. 

The  Chairman.  But  from  year  to  year? 

Mr.  Roberts.  Or  from  year  to  year. 

The  Chairman.  Have  you  any  control  over  the  prices? 

Mr.  Roberts.  We  have  control  legally  over  all  the  operations  of 
the  corporation,  but  you  have  to  delegate  to  those  in  particular  charge 
of  the  various  departments  certain  authority  in  those  matters.  We 
know  in  a  general  way  the  price  situation,  but  never  has  it  heen  de- 
termined by  the  board  of  directors  the  actual  selling  price  of  any 
material. 

The  Chairman.  I  do  not  mean  to  say  that  you  go  into  the  details; 
those  are  left  to  the  experts.    I  say,  you  name  thepeople  who  do  it? 

Mr.  Roberts.  The  board  certainly  elects  the  oflScers  of  the  corpora- 
tion ;  yes,  sir ;  but  not  the  sales  agent. 

The  Chairman.  As  a  director  in  the  Pennsylvania  Railroad  Co. 
you  have  something  to  say  about  what  you  pay  for  rails  and  where 
you  buy? 

Mr.  Roberts.  But  those  matters,  Mr.  Chairman,  do  not  come  before 
the  directors.  There  may  be  individual  directors  who  may  discuss 
the  matter.  For  instance,  I  recall  once  going  with  Mr.  McCrea,  the 
president  of  the  Pennsylvania  Railroad  Co.,  to  see  Judge  Gary  in 
regard  to  the  price  of  steel  rails.  We  questioned  the  price  that  they 
proposed  charging  for  a  new  specification,  and  thought  it  was  too 
nign.  I  went  with  Mr.  McCrea  and  discussed  the  matter  with  Judse 
Gary,  and  as  a  result  we  obtained  a  lower  price  than  originally 
named.  Now,  a  director  may  come  into  contact  with  those  matters  in 
that  way,  but  never  in  a  formal  way  is  a  price  passed  upon  in  either  of 
those  corporations  that  I  can  recall.  For  instance,  I  think  I  know 
what  is  in  your  mind,  if  I  get  it  rightly,  that  probably  the  board  of 
directors  of  the  Pennsylvania  Railroad  Co.  apnrove  of  buying  rails 
at  $28  a  ton  or  the  board  of  directors  of  the  oteel  Corporation  ap- 
prove of  selling  rails  at  $28  a  ton.  I  never  knew  a  case  of  that  kind 
m  either  corporation.  We  do  not  The  bargaining  is  done  by  the 
officials  of  those  two  corporations  entirely  without  respect  or  refer- 
ence to  the  boards  of  directors.  For  instance,  the  purchasing  agent 
of  the  Pennsylvania  Railroad  Co.  makes  purchases  tnroughout  a  year 
amounting  to  some  hundreds  of  millions  of  dollars  for  supplies,  while 
the  board  can  not  except  approve  of  him  as  purchasing  agent  and 
hold  him  responsible  for  his  results.  We  do  not  know  the  definite 
prices  nor  dia  the  question  of  the  price  of  rails  ever  arise  in  the  pres- 
ence of  either  of  those  boards  of  airectors. 

The  Chairman.  To  whom  is  that  purchasingagent  responsible! 

Mr.  Roberts.  The  purchasing  agent  of  the  Pennsylvania  Railroad 
Co.  is  appointed  by  the  president,  subject  to  the  confirmation  of  the 
board. 
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The  Chairman.  Ttf  whom  i&  the  president  responsible? 

Mr.  Roberts.  To  the  board  of  directors. 

The  Chahiman.  Now,  does  the  United  States  Steel  Corporation 
make  structural  materials,  bridges,  axles,  wheels,  and  all  the  various 
articles  of  iron  and  steel  that  go  into  the  rolling  stock  ? 

Mr.  Roberts.  The  subsidiary  companies  of  the  United  States  Steel 
Corporation  mak^  all  classes  of  material  used  by  transportation  com- 
panies. 

The  Chairman.  How  are  the  prices  of  those  things  determined? 

Mr.  Boberts.  I  presume  on  the  part  of  the  purchasing  agent  for 
the  Pennsylvania  Railroad  Co.  and  by  whoever  is  the  selling  agent 
of  the  individual  subsidiary  companies  on  the  part  of  the  Steel  Cor- 
poration. 

The  O^tBicAK.  Who  atopolnts  the  selling  agents  of  the  subsidiary 
companies  of  the  United  States  Steel  Corporation  f 

Mt.  RoBtaTB.  I  presuilie  the  president  df  the  Subsidiary  company. 
I  never  knew  of  an  appointment  or  a  matter  of  that  kind  coming 
before  the  hdtiM  of  director^  df  the  Steel  Corporation. 

The  Q^iitMAK.  Who  ultimately  names  the  presidents  of  the  sub- 
alditity  oompaniefif 

Mr.  Robert^.  I  think  very  likely  thfe  United  States  Steel  Corpora- 
tion, through  probably  Judge  Gary,  would  have  the  suggesting  of 
those  names. 

The  CHAmafAN.  Who  is  a  director  and  president  of  the  board  of 
directors  of  the  Utiited  Stated  Steel  Corporation  ? 

Mr.  BofiERTS.  No;  he  is  chairman  oi  the  finance  committe  and 
cbairnisn  of  the  board  of  directors. 

The  Chairman.  Judge  Gary's  authority,  while  delegated  to  him  by 
the  board  of  directors 

Mr.  Roberts  (interposing).  His  position  is  elective  by  the  board. 

The  Chairman.  How  do  you  fix  nis  authority  ? 

Mr.  Roberts.  By  the  by-laws. 

The  Chairman.  Who  writes  the  by-laws? 

Mr  LiNDABURT.  I  think  you  have  the  by-laws  and  the  charter. 

The  Chairman.  But  who  first  wrote  and  am^ids  the  by-laws} 

Mr.  Roberts.  I  do  not  recall  offhand,  but  the  board  of  directors, 
my  recollection  is. 

Mr.  LiNDABURY.  May  I  offer  you  a  copy  of  the  by-laws,  Mr.  Chair- 
man? 

The  Chairman.  I  thank  you. 

Mr.  Young.  Are  those  the  by-laws  of  the  Steel  Corporation  ? 

Mr.  LiNDABURY.  Yes,  sir. 

The  Chairman.  Just  insert  that  provision  in  the  record. 

Mr.  LiNDABURY.  Section  1  of  article  6  is  as  follows : 

The  board  of  directors  shaH  have  power  to  make,  amend,  and  repeal  the  by- 
laws of  the  company,  by  vote  of  a  majority  of  ail  of  the  directors,  at  any  regular 
or  special  meeting  of  the  board,  provided  that  notice  of  intention  to  make, 
amend,  or  repeal  the  by-laws  In  whole  or  In  part  shall  have  bot^n  given  at  the 
next  preceding  meeting;  or  without  any  such  notice  by  a  vote  of  two-thirds  of 
all  the  directors. 

The  Chairman.  Do  you  know  the  extent  of  Mr.  Griscom's  hold- 
ings in  the  United  States  Steel  Corporation? 
Mr.  Boberts.  I  do  not. 
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The  Chairman.  Do  you  know  the  extent  of  his  holdings  in  the 
Pennsylvania  Railroad  Co.? 

Mr  RoBEBTB.  I  do  not 

The  Chairman.  Mr.  Henry  C.  Frick  also  is  now  acting  in  this  dual 
canacity? 

Mr.  Roberts.  Mr.  Frick  is  a  director  in  the  Pennsylvania  Railroad 
Co.  and  also  a  director  in  the  United  States  Steel  Corporation. 

The  Chairman.  Do  you  know  the  extent  of  his  holdings  in  the 
United  States  Steel  Corporation? 

Mr.  Roberts.  I  do  not. 

The  Chairman.  Or  in  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Roberts.  I  do  not 

The  Chairman.  Has  any  question  ever  been  raised  by  the  officers 
and  directors  of  the  Pennsylvania  Railroad  Co.  as  to  the  propriety 
of  havfog  three  of  its  directors,  directors  also  in  the  United  States 
Steel  Corporation,  from  which  they  purchase  large  quantities  of 
material? 

Mr.  Roberts.  I  have  never  heard  the  question  raised.  I  would 
also  say  that  if  you  will  refer  to  the  by-laws  of  the  Steel  Corporation 
you  will  see  that  no  director  of  the  Steel  Corporation  can  vote  upon 
a  question  or  any  contract  arising  between  two  corporations  of  which 
he  may  be  a  director.  If  any  question  of  contract  arose  between  the 
Pennsylvania  Railroad  Co.  and  the  United  States  Steel  Corporati<Hi, 
those  directors  who  are  common  directors  in  both  would  have  no 
vote,  and  it  must  be  carried  by  a  majoritjr  without  them.  The  Penn- 
sylvania Railroad  Co.  has  the  same  provision,  so  that  if  at  any  time 
any  question  arose  or  a  matter  of  contract  came  up  between  them 
and  tne  Steel  Corporation,  the  directors  on  the  board  common  to 
both  would  not  have  anj  vote  in  the  matter. 

The  Chairman.  I  thmk  you  said  that  you  did  not  know  whether 
Mr.  Stotesbury  was  a  director  of  the  Cambria  Co.  or  not? 

Mr.  Roberts.  I  do  not. 

The  Chairman.  Is  he  a  director  in  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Roberts.  He  is  not 

The  Chairsian.  You  are  an  engineer,  Mr.  Roberts? 

Mr.  Roberts.  I  have  been  connected  with  the  steel  business  since 
1876,  but  whether  I  can  give  myself  the  title  of  engineer  I  hardly 
know.    I  shall  have  to  leave  that  for  others  to  say. 

The  Chairman.  Have  you  ever  made  any  personal  investi^tion 
to  ascertain  the  actual  cost  per  ton  of  steel  rails  and  structural  steel 
or  in  the  form  of  beams  fabricated  ready  for  use  by  the  railroad  1 

Mr.  Roberts.  I  have  in  old  times,  no  doubt,  prior  to  the  year  1900, 
but  since  that  date  I  have  had  so  little  direct  connection  with  those 
njatters  that  I  have  done  nothing  at  all  in  that  line. 

The  Chairman.  Do  you  know  the  cost  of  manufacture  by  the 
Cambria  or  Pennsylvania  Steel  Co.  of  their  principal  product? 

Mr.  Roberts.  No,  sir. 

The  Chairman.  And  the  average  of  each  for  the  last  three  years  ? 

Mr.  Roberts.  I  know  nothing  whatever  of  the  prices  of  eitner  of 
tliose  concerns. 

The  Chairman.  Do  you  know  what  the  Pennsylvania  Railroad  Co, 
is  now  paying  for  steel  rails? 

Mr.  RoBEiiTS.  If  I  mistake  not,  it  is  in  the  neighborhood  of  $32 
or  $33  a  ton  at  the  point  of  manufacture.    You  see,  that  is  a  little 
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confusing,  from  the  fact  that  in  speaking  of  the  price  of  steel  rails 
at  $28  a  ton  you  are  speaking  of  the  price  of  Bessemer  steel  rails. 
The  Pennsylvania  Railroad  Co.  for  several  years  past  have  used 
almost  exclusively  open-hearth  steel  rails,  which  are  believed  to  be 
of  a  better  quality  than  the  Bessemer  rail,  and  they  pay  for  them  a 
higher  price  than  they  do  for  the  Bessemer  rail;  I  thmk  about  $4 
a  ton.  t 

The  Chairman.  YiThat  are  you  paying  for  structural-bridge  steel  f 

Mr.  Roberts.  Who? 

The  Chairman.  The  Pennsylvania  Railroad  Co. 

Mr.  Roberts.  I  can  not  answer  that  question,  because  you  must 
bear  in  mind  that  when  you  speak  of  structural  steel — ^I  presume 
you  mean  fabricated  structures? 

The  Chairman.  Yes,  sir.    I  know  the  lengths  and  widths. 

Mr.  Roberts.  I  suppose  you  are  speaking  of  the  structure  ready 
for  erection  ? 

The  Chairman.  The  bridge  material. 

Mr.  Roberts.  The  component  parts  of  the  bridge  ready  for  erec- 
tion, I  understand  you  to  mean  ? 

The  Chairman.  Yes,  sir. 

Mr.  RoBERi'8.  Those  wall  depend  in  every  individual  case  upon 
the  character  of  the  structure.  I  do  not  think  I  ever  knew  of  any 
two  structures  which  were  quoted  at  the  same  price. 

Mr.  LiNDABURY.  It  depends  on  the  specifications. 

Mr.  Roberts.  I  do  not  know  of  any-  two  bridges  of  the  same  price 
or  two  structures  at  the  same  price.  The  price  per  pound  will  vary 
entirely  with  the  nature  of  the  structure.  No  two  bridges  were  ever 
sold  at  exactly  the  sanie  price. 

The  Chairman.  I  simply  wanted  it  approximately. 

Mr.  Roberts.  I  can  not  give  you  any  approximate  price. 

The  Chairman.  What  amount  has  been  expended  in  each  of  the 
10  years  by  the  railways  operated  by  the  Pennsylvania  system,  either 
owned,  operated,  or  amliated,  for  steel  rails? 

Mr.  Roberts.  Speaking  only  very  generally,  the  tonnage  of  the 
Pennsylvania  Railroad  Co.  in  steel  rails  for  the  past  few  years  has 
amounted  to  something  over  100,000  tons  per  annum,  which,  I  think, 
has  covered  most  of  the  lines  east  and  west,  Th6  Pennsylvania.  Rail- 
road Co.  is  operated  under  two  managements,  one  east  and  one  west 
of  Pittsburg.  I  think  it  is  in  the  neighborhood  of  130,000  tons  of 
rails  per  annum.    That  would  be  roughly. 

The  Chairaian.  Do  you  know  what  would  be  the  tonnage  of 
structural  steel? 

Mr.  Roberts.  I  can  not  give  that  It  varies  very  much  with  the 
amount  of  bridge  building  which  they  have  to  do. 

The  Chairman.  What  relative  amounts  of  these  materials  are 
furnished  by  the  Pennsylvania  and  Cambria  companies  and  what 
amounts  by  the  United  States  Steel  Corporation  ? 

Mr.  Roberts.  I  do  not  know.  The  orders  are  a  matter  of  record. 
I  do  not  recall  what  they  are,  but  it  is  divided  up  among  the  dif- 
ferent companies.  I  do  not  recall  just  what  the  tonnage  was,  but 
it  can  be  determined. 

The  Chairman.  Do  you  know  who  the  accounting  officers— the 
individual  names  of  those — from  whom  this  data  could  be  obtained  ? 

Mr.  Roberts.  I  can  not    Now  let  me  know  what  data  you  want. 
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The  CkAiftMAN.  I  want  tb  find  out  tlie  amonn*  th<i€  has  bfefefl  «t- 
pendfed  for  each  of  the  past  10  yenrs  by  all  of  the  rtiilt^^ys  doftiprteed 
m  the  Pennsylvania  System,  either  owned,  ofjerated,  or  affiliated,  for 
steel  rails,  structural  steel,  and  what  {)ro|)ortioil  of  these  amounts 
has  beto  paid  to  companies  other  thftn  the  uambria  fend  Permsylvania 
Steel  Companies. 

Mr.  LiNDABUBY.  If  you  desire  the  shipments  of  the  United  StiitM 
Steel  Corporation,  we  will  be  glad  to  fiimish  them  to  you  in  tabu- 
lated form. 

Mr.  Roberts.  Wri  cotfld  give  th^  shipments  to  th^  Penteylrania 
Railroad  Co.  If  anyohe  connected  with  the  Pennsylvania  Railroad 
Co.  could  give  it  to  you,  it  would  be  their  auditor. 

The  Chairman.  Do  you  know  who  the  auditor  is  now  ? 

Mr.  RoBEirt^.  I  db  not  just  rfecall  at  this  ilioment  his  nailid  I  Will 
very  gladly  furnish  it. 

Mr.  LiNDABURY.  What  you  want  is  a  memorandum  showing  th^ 
amount  of  those  various  materials  furnished  y^r  by  tear  by  the 
United  States  Steel  Cor|)orjttidn  to  the  Pennsylvania  Kailroad  Co. 
or  its  affiliated  lines? 

The  Chaibmak.  Yes,  sir. 

Mr.  LiNDABTTRT.  We  will  be  glad  to  do  that. 

Mr.  Roberts.  That  will  givel  only  th«  shipments  from  thei  United 
States  Steel  Corporation,  not  their  total  purchases. 

Mr.  LiNDABURY.  We  can  not  do  that. 

Mr.  IRoBERTS.  I  understand  that  the  chairman  wanted  the'  totaL 

Mr.  LiNDABURY.  I  am  offering  to  furnish  such  Of  the  evidence  as 
we  have. 

The  Chairman.  During  the  last  10  years  have  there  been  large 
fluctuations  in  the  price  or  structural  steel  dnd  rails? 

Mr.  Roberts.  Yes;  in  structural  steel  there  have  beeri  soAie  ductua- 
tions  within  reasonable  limits.  So  far  as  rails  are  concfemed,  the 
price  has  remained  the  same. 

The  Chairman.  Has  any  question  arisen  between  the  two  com- 
panies as  to  the  price  of  rails  and  structural  steel  ? 

Mr.  Roberts.  The  only  question  that  I  know  of  personally  ^as 
the  one  I  spoke  of  a  short  time  ago,  in  which  the  Pennsylvania  Rail- 
road Co.  issued  new  specifications  for  steel  rails,  which  was  con- 
sidered to  be  more  severe  and  required  a  better  grade  of  material 
than  their  former  ^ecifications.  Upon  inquiring  for  a  price  from 
the  United  States  Steel  Corporation,  the  price  tney  named  seemed 
to  us  too  high ;  and,  as  I  say,  I  went  with  Mr.  McCrea  and  discussed 
the  matter  with  Judge  Gary,  and  as  a  result  they  amended  their 
price,  which  seemed  to  be  entirely  satisfactory.  I  wish  to  say  also 
that  at  the  time  I  did  that  I  was  a  director  in  tne  Pennsylvania  Rail- 
road Co.  and  not  in  the  United  States  Steel  Corporation. 

The  Chairman.  In  these  transactions  between  the  Pennsylvania 
Railroad  Co.  and  the  United  States  Steel  Corporation,  which  is  the 
dominant  factor  in  the  fixing  of  prices,  does  the  railroad  company 
say  what  it  will  pay,  and  the  United  States  Steel  Corporation  gets 
that  price,  or  does  the  United  States  Steel  Corporation  say  what  it 
will  sell  for  and  the  railroad  company  pay  that  price? 

Mr.  Roberts.  I  can  not  answer  that  question  definitely,  but  I  am 
sure  that  the  natural  course  would  be  lor  the  railroad  company*  to 
inquire  for  prices  and  for  the  United  States  Steel  Corporation  to 
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naioe  them.  At  the  sfune  time  they  would  no  doubt  inouire  for  prices 
from  others  and  would  decide  what  price  was  the  lao^l  advanti^geous 
for  the  railroad  company. 

The  Chaibhan.  Does  tl^e  Pennsylvania  Bailrogd  Qo.  ask  fpr  bids 
when  it  wants  to  buy  rails,  structural  material,  and  steel  cars,  and  re- 
ceive sealed  bids? 

Mr.  Roberts.  They  do  have  competitive  bids  in  practicably  all 
cases.  I  sav  this  of  my  own  luiowledge,  because  I  hl^PP^n  to  be  the 
chairman  of  the  supplies  committee  of  the  Pennsylvania  ^ailros^d  Co., 
and  to  that  committee  the  purchasing  agent  refers  a  number  pf  inat- 
ters  at  times,  and  we  are  more  or  less  conversant  with  his  operations. 
In  practically  all  ca^es  competitive  bids  are  obtained  $^nd  awarded 
to  the  lowest  bidder.  I  might  say  that  in  all  cases  the  award  Is  m^e 
to  the  lowest  bidder,  the  cmditiodos  beip^  equ^l. 

The  Chaibman.  The  Pennsylvania  Hailroad  extends  over  a  consid- 
erable territory? 

Mr.  EcefiSTS.  It  does,  sir. 

Tbe  CHAHtKAN.  Is  there  any  division  oi  territory  betweeii  the  so- 
called  ipdepepdents  and  the  United  States  Steel  Corporation  ? 

Mr.  EoBERTS.  You  mean  division  of  territory  as  to  wh^t  ? 

The  C&Ai|tHAN.  As  to  the  supply  pf  material;  the  various  steel 
campenies  being  permitted  tp  supply  a  certain  territory  and  the 
United  States  Steel  Cprporatipn  paving  a  iike  advantage  in  other 
teiritorv  ? 

Mr.  BoBSQTS.  I  never  heard  of  it.  If  pne  exists,  it  is  a  matter  I 
h»ve  npt  the  slijghtest  knowledge  of.  Of  course,  the  railroads,  as  a 
rule,  take  material  from  the  mills  aloog  the  line  of  their  own  road  on 
account  of  the  freight  rates.  It  would  not  be  policy  for  the  Pennsyl- 
vania llaUiroad  Co.  to  take  material  from  a  mill  not  on  its  pwn  )me 
imless  the  mill  quoted  prices  equivalent  to  the  other  mill,  but  even 
then  it  wonid  not  be  the  best  pcuicy  tp  curtail  the  shipment  of  n^ate- 
rial  over  its  own  line.  As  a  rme,  the  railroads  generally  favor  manu- 
fiiotuBers  Hqmg  their  own  line. 

Mr.  Danforth.  With  reference  largely  to  the  point  where  they 
want  the  stuff? 

Mr.  BoBEBTS.  Yes,  sir.  Even  when  the  transportation  ip  pver  their 
own  lines  it  is  an  advantage  tD  takid  from  the  nearest  mill  to  the  point 
where  the  material  is  required. 

Mr.  Beall.  How  do  you  explain  the  fact  that  there  has  been  no 
variation  in  the  price  of  steel  rails  since  1899  ? 

lir.  ^^VBTB.  X  think  the  oonaensns  of  opinion  both  on  the  part 
of  the  producers  apd  couBumers  is- that  that  price  is  a  reasonable  price 
for  both  parties.  I  think  it  was  apoken  pf  here  yesterday  that  if  you 
omit  two  years  nrior  to  1900— that  is,  1887  and  1898— you  will  nnd 
that  for  a  period  of  10  years  prior  tp  that  date  the  price  of  steel  rails 
averaged  $?8.09.  STow,  you  must  understand  that  the  prosperity  of 
the  transporter  is  dependent  entirely  upon  the  prosperity  of  the 
shipper.  A  railroad  lives  only  by  reason  of  the  tonnage  which  it  has 
to  transport.  It  is  not  gopd  policy  on  their  part  to  do  anything  which 
will  affect  the  general  prpeperity  of  the  country.  Now,  if  you  reduce 
the  price  below  a  reasonable  prioe,  it  means  only  one  thing,  and  that 
is  a  lack  of  general  prosperity. 

Mr-  B^AhL.  Does  a  railroad  company  observe  the  aame  pwt  of 
poUcy  in  reference  to  the  purchase  of  other  supplies  than  steel  rails  ? 
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Mr.  EoBERTS.  Yes,  sir.  I  might  state  positively  that  it  is  not  the 
policy  of  the  Penhsylvania  Railroad  Co.,  and  never  has  been,  to  beat 
prices  down  below  what  they  consider  a  reasonable  market  price. 
In  other  ^ords,  the  policy  of  the  purchasing  agent  as  dictated  to 
him  is  to  accept  fair  market  prices  and  "  do  not  hesLt  them  down.'' 

Mr.  Beall-  Is  it  your  proposition  that  the  Pennsylvania  Railroad 
C!o.,  if  it  had  occasion  to  buy  railroad  ties,  that  it  would  take  into 
consideration  the  advantage  of  the  prosperity  of  the  man  who  had 
the  ties  to  sell? 

Mr.  Roberts.  I  think  they  would.  They  would  expect  to  pay  a  fair 
market  price. 

Mr.  Beall.  Would  not  their  policy  be  to  purchase  the  ties  where 
they  could  get  them  cheapest? 

Mr.  Roberts.  You  are  referring.to  a  very  special  article.  The  tie 
question  is  a  very  serious  one,  and  is  growing  more  so  every  year. 

Mr.  Bealx..  Is  not  that  the  policy  of  the  Pennsylvania  Railroad 
Co. — ^to  buy  the  ties  where  they  can  buy  them  the  cheapest? 

Mr.  Roberts.  No;  where  they  can  buy  them  to  the  ^atest  ad- 
vantage; that  is,  to  conserve  the  timber  along  their  own  lines. 

Mr.  Beaix.  They  have  a  selfish  interest? 

Mr.  Roberts.  No  ;  it  is  self-preservation.  We  are  up  a^inst  the 
problem  to-day  of  very  soon  facing  the  fact  that  there  will  not  be 
timber  enough  in  this  country  to  furnish  the  railroads  with  ties,  and 
it  may  be  the  policy  of  a  road  to  conserve  its  own  timber  and  if  it 
can  buy  even  at  an  additional  price  timber  elsewhere  to  buy  it. 

Mr.  Beall.  The  railroad  company  uses  large  quantities  of  sand  and 
cement  and  material  of  that  kind? 

Mr.  Roberts-  Yes,  sir. 

Mr.  Beall.  And  brick?  Does  it  carry  this  policv  that  it  pursues 
with  reference  to  rails  into  the  purchasing  of  everything  else? 

Mr.  Roberts.  It  does.  To  pay  a  fair  market  price  and  not  beat  the 
market  down. 

Mr.  Beall.  Since  1899  has  there  been  any  variation  in  the  price  of 
sand? 

Mr.  Roberts.  I  am  unable  to  give  that  information. 

Mr  Beall.  And  cement? 

Mr.  Roberts.  Cement  has  varied  very  materially. 

Mr.  Beall.  And  brick? 

Mr.  Roberts.  It  has. 

Mr,  Beall.  And  ties? 

Mr.  Roberts.  They  have,  very  constantly;  due  to  their  increased 
scarcity  there  has  been  an  advance  in  the  price.  I  think  ties  to-day 
are  probably  worth  double  the  price  of  10  years  ago. 

Mr.  Beall.  The  variation  in  the  price  has  been  very  material  ? 

Mr.  Roberts.  Yes,  sir;  very  material. 

Mr.  Beall.  Then  there  has  been  a  variation  in  the  price  of  prac- 
tically everything  that  the  railroad  companies  buy  for  construction 
except  steel  rails? 

Mr.  Roberts.  I  think  that  is  a  correct  statement. 

Mr.  Beall.  The  policy  that  has  prevailed  with  reference  to  the 
purchase  of  steel  rails  has  not  operated  with  reference  to  the  pur- 
chase of  these  other  things  in  the  same  way? 

Mr.  Roberts.  It  is  very  difficult  to  judge  two  classes  of  animals  in 
the  same  ring  at  the  same  time.  If  you  judge  steel  rails,  yoif  have 
to  put  that  matter  in  a  class  by  itself,  and  so  with  other  products.     I 
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do  not  see  that  we  can  bring  all  classes  of  products  together  and  com- 
pare one  with  the  other  unless  it  is  similar. 

Mr.  BsAiiL.  Why  is  it  that  steel  rails  stand  out  here  by  themselves 
and  a  different  rule  is  made  to  apply  to  them  from  that  which  applies 
to  every  other  product? 

Mr.  KoBERTS.  There  are  a  great  manv  of  the  other  products  that 
have  had  fluctuations.  The  number  ox  people  engaged  in  the  pro- 
duction may  tend  to  make  the  fluctuation  in  price. 

Mr.  Beall.  The  same  fluctuation  as  in  steel  raUs? 

Mr.  Roberts.  No,  sir. 

Mr.  BEAiiL.  Has  there  been  the  same  variation ! 

Mr.  Roberts.  A  man  can  enter  into  the  production  of  brick  with 
the  expenditure  of  a  very  few  thousand  dollars,  and  if  you  want  to 
enter  into  the  production  of  steel  rails  to-day  you  must  oe  prepared 
to  invest  anywhere  from  $60,000,000  to  $100,000,000,  and  that  means 
that  the  production  of  steel  rails  is  in  a  class  by  itself.  I  do  not 
believe  that  there  is  any  commodity  at  the  present  time  which  re- 
quires the  same  expenditure  of  capital  as  to  enter  into  any  branch  of 
the  steel  business.  Now,  that  is  due  entirely  to  the  advanced  progress 
of  the  art  and  changes  which  have  taken  place  in  the  last  10  or  15 
years. 

Mr.  Beall.  Is  it  not  a  fact  that  prior  to  1899,  for  two  or  three 
years  at  least,  there  had  been  very  decided  fluctuations  in  the  price 
of  steel  rails  ? 

Mr.  RoBEifrs.  Not  very  manr ;  quite  reasonable. 

Mr.  Beall..  Did  not  they  fluctuate  from  $17  one  year  up  to  $28 
the  next  year  ?  ^ 

Mr.  Roberts.  The  two  years,  1897  and  1898,  and  if  those  prices 
had  been  continued  for  two  years  more  neither  the  Carnegie  Steel 
Co.  nor  the  Federal^  Steel  Co.  would  have  been  in  the  hands  of  their 
then  owners,  in  my  judgment. 

Mr.  Beall.  You  Know  Mr.  Schwab  ? 

Mr.  LiNDABURT.  You  interrupted  the  witness. 

Mr.  Beall.  Of  course,  I  did  not  intend  to  interrupt  the  answer; 
coniplete  it. 

Mr.  Roberts.  There  was  a  destructive  war.  Rails  were  not  pro- 
duced at  the  price  at  which  they  were  sold.  If  you  take  and  omit 
those  two  jears,  as  I  have  stated,  for  10  ^ears  prior  to  1900  the 
average  price  would  have  been  $28.09,  and  if  you  include  those  two 
years  at  that  very  low  price  the  average  selling  price  for  steel  rails 
for  those  10  years  would  be  $26.11. 

Mr.  Beall.  Let  us  talk  about  those  two  years. 

Mr.  Roberts.  Yes,  sir. 

Mr.  Beall.  You  know  Mr.  Schwab? 

Mr.  Roberts.  I  do. 

Mr.  Beall.  You  are  aware  of  the  fact  that  he  testified  and  wrote 
a  letter  at  one  time  saying  that  he  could  produce  steel  rails  for  $12, 
was  it? 

Mr.  Roberts.  We  will  have  to  first  determine  what  he  means  by 
the  word  "  produce  " — what  components  enter  into  that  word  "  pro- 
duce.'' If  it  means  simply  the  price  of  the  raw  material  and  the 
wages  paid,  that  is  one  question.  If  he  means  not  only  the  shop 
cost,  but  the  maintaining  of  his  plant  as  a  going  concern  and  any 
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return  upon  the  capital  invested,  his  letter  does  not  correctly  repre- 
sent the  situation. 

Mr.  BEAUi.  Mr.  Carnegie  was  engaged  in  the  production  of  steel 
rails  for  quite  awhile? 

Mr.  Roberts.  He  was. 

Mr.  Beaix.  Did  not  Mr.  Carnegie  testify  two  years  ago  before 
the  Ways  and  Means  Committee  tJiat  during  that  time  he  sold  rails 
at  $16  and  made  a  profit? 

Mr.  Roberts.  Dia  Mr.  Carnegie  give  the  elements  of  his  cost  ? 

Mr.  Beall.  And  he  made  the  statement  that  be  could  produce 
steel  rails  at  $16  and  make  $1  per  ton. 

Mr.  Roberts.  I  still  would  like  to  see  the  cost  of  Mr.  Cari^egie 
itemized ;  I  do  not  believe  he  did. 

Mr.  Beaix.  I  am  not  in  a  position  to  test  the  matter.  I  am  not 
sure;  but  I  am  sure  of  this,  tnat  Mr.  Carnegie  repeatedly  stated  in 
that  hearing  that  at  that  time  he  could  make  steel  rails  ana  sell  them 
for  $16  a  ton  and  make  a  profit. 

Mr.  Roberts.  I  would  want  an  itemized  statement  before  J  would 
accept  that  statement  in  order  to  understand  what  Mr.  (jarnegie 
means  by  cost 

Mr.  Beall.  They  did  sell  down  to  $16  or  $17  during  those  years? 

Mr.  Roberts.  They  did;  probably  lowef  in  some  cases,  I  think. 

Mr.  Beall.  Well,  take  a  company  that  was  capitalized  for  what  it 
was  really  worth  and  had  no  large  indebtedness,  that  owned  its  own 
ores,  as  the  Carnegie  Co.  did  at  that  time,  would  you  J:hin£  it  pos- 
sible for  that  company  to  have  made  steel  rails  in  1896,  1897,  and 
1898,  along  there,  at  $15  a  ton? 

Mr.  Roberts.  I  do  not  believe  it  was  possible  for  any  concern  in 
America  to  manufacture  steel  rails  at  the  price  you  h^ve  mentioned, 
and  to  have  made  any  profit  if  they  included  in  their  cost  a  return 
on  the  capital  invested,  and  set  aside  a  sufficient  amount  to  maintain 
depreciation  and  to  keep  their  concern  as  a  going  concern  ip  accord- 
ance with  the  most  advanced  state  of  the  art. 

Mr.  Beall.  In  your  judgment,  how  much  y^ould  the  items  you 
have  enumerated  add  to  the  cost  of  steel  rails  per  ton  ? 

Mr.  Roberts.  I  am  of  the  opinion  that  you  will  not  come  very  far 
out  by  allowing  10  per  cent  per  annum  for  depreciation  on  the  cost 
of  your  plant.  In  addition  to  that  you  must  set  aside  tor  deprecia- 
tion and  for  the  extinction  of  the  raw  material. 

Mr.  Beall.  Taking  all  those  things  into  consideration,  jn  a  well- 
equipped  plant  how  much  should  those  item^  add  to  the  cost  of  a 
ton  01  rails  ? 

Mr.  Roberts.  It  would  depend  entirely  upon  the  cost  of  your 
plant,  because  they  are  expressed  in  percentages. 

Mr.  Beall.  Take  any  well-equipped  plant,  such  as  existed  in  1396. 
1897,  and  1898. 

Mr.  Roberts.  I  can  not  answer  the  question  without  knowing  the 
amount  of  capital  invested. 

Mr.  Beall.  Approximately? 

Mr.  Roberts.  No,  sir. 

Mr.  Beall.  If  Mr.  Schwab  is  right  in  saying  that  the  cpst  of  raw 
material  and  the  labor  and  all  of  those  elements  that  go  directly  into 
the  manufacture  of  rails  would  not  cost  $12  a  ton,  how  much  do  you 
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think  should  be  added  to  the  $12  in  order  to  covep  all  of  the  elements 
that  you  have  mentioned ! 

Mr.  BoBEBTS.  I  can  not  answer  that  question,  sir.  from  the  fact 
that  I  do  not  know  at  all,  in  supposing  a  case  of  that  kind,  how  much 
capital  is  invested  in  raw  material.  A  man  may  have  an  ore  prop- 
erty that  cost  him  $100  an  acre  and  his  neighbor  iitiay  have  equal  ore 
that  cost  him  $1,000. 

Mr.  Beaix.  Well,  take  into  consideration  the  cost  of  the  ore? 
^  Mr.  BoBERTS.  I  do  not  agree  that  Mr.  Schwab  took  into  considera- 
tion anv  depreciation  cost  whatever.    Until  I  see  a  detailed  state- 
ment of  how  Mr.  Schwab  made  up  his  cost  ^t  that  time  I  will  |iot 
accept  it,  so  far  as  it  goes. 

Mr.  BEAUi.  Have  you  never  seen  Mr.  Schwab's  letter? 

Mr.  BoBEBTS.  I  think  at  the  time  I  saw  his  lett^r.  Now,  a  man 
may  say  that  it  costs  him  so  much  a  year  to  run  a  motor  car,  and  he 
runs  his  motor  car  for  a  year  or  two  years  and  at  the  end  his  car  wears 
out.  He  has  set  nothing  aside  for  depreciation,  and  yet  he  says  that 
all  it  has  cost  him  to  run  the  motor  car  has  been  the  cost  of  the 
chauffeur  and  labor  and  repairs,  but  in  the  end  he  has  no  motor  car. 
Tf  you  do  not  have  a  depreciation  account,  where  are  you  in  the 
long  run  ? 

Mr.  Beaix.  Did  not  Mr.  |Schwab  consider  tl>e  price  of  the  ore  that 
went  into  the  ton  of  steel  rails  ? 

Mr.  BoBERTS.  I  do  not  know. 

Mr.  Beall.  Suppose  he  made  a  reasonable  estimate? 

Mr.  BoBERTS.  1  would  have  to  see  it  in  detailed  figures. 

Mr.  Beall.  He  says  that  the  price  of  steel  rails  went  from  $17  to 
$S28.    How  (Jo  yo^  account  f pr  that  ? 

Mr.  BoBEjKTS.  An  affreement  on  the  part  of  ^e  r^il  manufacturers 
to  fix  the  price ;  they  formed  a  pool. 

Mr.  Beall.  The  rail  makers  forpied  ^  pool  and  fixed  the  ppce 

at  $28? 

Mr.  BoBERTS.  They  fixed  the  pripe.  I  will  give  it  to  you  exactly, 
I  think.  They  fixed  the  price.  The  average  price  for  that  year, 
1899,  yrns  $28.12 ;  but  that  fluctuated.  I  think  it  went  up  to  thirty- 
two  dollars  apd  something. 

Mr.  Beall.  Was  not  the  price  paid  them  fixed  through  a  rail 
makers'  pool? 

Mr.  BioBERTS.  It  was  fixed  through  a  rail  makers'  pool,  as  the  re- 
sult of  that  destructive  competition. 

Mr.  Beall.  Until  that  rail  makers'  pool  was  formed  there  had  been 
violent  fluctuations  in  the  prices  of  rails? 

Mr.  BoBBRTS.  There  had  been  a  pool  prior  to  that,  and  the  breaking 
up  of  the  prior  pool  was  what  paused  the  destructive  competition  in 
1897  and  1898. 

Mr.  Beall.  Up  to  1899,  when  there  had  been  no  rail  makers'  pool, 
there  had  been 

Mr.  BoBEBTS.  No,  no.    There  had  been  rail  makers'  pools  prior. 

Mr.  Beall.  I  say,  during  the  time  when  there  was  no  rail  makers' 
pool  there  were  fluctuations? 

Mr.  BoBBRTS.  There  was  destructive  competition. 

Mr.  Beall.  There  was  destructive  competition  that  resulted  in 
violent  fluctuations  in  the  prices  of  rails? 
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Mr.  Roberts.  There  was. 

Mr.  Beall.  And  those  fluctuations  were  downward  to  a  very  large 
decree,  were  they  not  ? 

Mr.  Roberts.  No  ;  the  price  simply  fell.  When  the  pool  broke  up 
the  prices  had  been  dropped  to  those  very  low  figures. 

Mr.  Beall.  I  understand  that  prior  to  1896  there  had  been  a  rail 
maimers'  pool  that  had  kept  the  prices  up.  The  pool  was  dissolved 
about  that  time,  and  for  two  or  three  years  following,  when  the  j)ool 
did  not  exist,  there  was  a  constant  downward  tendency  in  the  prices 
of  steel  rails.  About  1898  or  1899  that  rail  makers'  pool  was  reestab- 
lished, and  a  higher  level  of  prices  established  and  maintained.  Is 
that  substantially  an  accurate  statement? 

Mr.  Roberts.  I  do  not  think  it  would  be  correct  to  say  that  there 
was  a  gradual  drop  after  the  breaking  up  of  the  pool  whicli  existed 
prior  to  1897.     I  think  that  the  drop  was  violent. 

Mr.  Beall.  I  will  adopt  your  word.  There  was  a  violent  drop  in 
prices;  and  when  the  pool  was  reestablished  there  was  a  vei-y  sub- 
stantial increase  in  prices? 

Mr.  Roberts.  That  is  correct. 

Mr.  Beall.  And  while  that  pool  continued,  in  1899  and  1900,  that 
price  was  maintained  ? 

Mr.  Rc^BERTS.  I  do  not  think — I  am  only  stating  hearsay,  because 
I  was  not  a  member  of  it  and  know  nothing  of  it  except  from  hear- 
say— I  do  not  think  it  continued  as  long  as  1900. 

Mr.  Beall.  Prior  to  1900,  when  you  had  a  pool,  the  prices  of  rails 
were  fairly  stable,  and  when  you  did  not  have  a  pool  there  was  a 
violent  decline  in  the  prices? 

Mr.  LiNDABURY.  The  examiner  probably  ought  not  to  use  the 
word  "  you."  The  witness  was  not  m  the  business,  and  he  was  not  a 
member  of  the  pool. 

Mr.  Beaix.-  You  were  not  in  the  business  ? 

Mr.  Roberts.  I  was  not  a  rail  maker. 

Mr.  Beall.  You  were  not  a  rail  maker  at  that  time? 

Mr.  Roberts.  I  was  not  a  rail  maker,  and  never  was, 

Mr.  Beall.  Since  1900,  for  some  reason,  in  some  way,  that  price 
that  was  originally  fixed  by  the  railway  pool  about  1899  has  been 
maintained  ? 

Mr.  Roberts.  No,  sir;  I  do  not  think  that  was  the  price. 

Mr.  Beall.  Well,  substantially  the  price? 

Mr.  Roberts.  No;  I  do  not  think  so. 

Mr.  Beall.  To  what  extent  docs  it  diifer? 

Mr.  Roberts.  Because  in  1899  the  price  of  steel  rails  averaged 
$82.29  a  ton. 

Mr.  Beall.  The  price  averaged  $32  ? 

Mr.  Roberts.  Yes. 

Mr.  Beall.  When  did  it  come  down  to  $28? 

Mr.  Roberts.  I  have  not  that  data  at  hand. 

Mr.  Beall.  T  will  ask  if  Judge  Gary  did  not  say  in  his  testimony 
before  the  Ways  and  Means  Committee  that  in  1899  the  price  of  rails 
became  fixed  at  $28  and  that  thev  had  remained  at  that  price  since? 

Mr.  Roberts.  I  can  give  you  this,  quoting  from  **  Statistics  of  the 
American  and  Foreign  Iron  Trades  for  1900.  Annual  Statistical  Re- 
port of  the  American  Iron  and  Steel  Association,"  dated  1901.  The 
average  price  for  the  v<»ar  1900  was  $32.20.    For  1899  it  was  $28.12. 
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Mr.  Beall.  Tlie  average  price  in  the  United  States? 
Mr.  Roberts.  That  refers  to  the  "  Production  and  prices  of  Besse- 
mer steel  rails."    It  says : 

The  following  table  gives  the  annual  production  in  gross  tons  of  Bessemer 
»teel  rails  In  the  United  States  from  1867  to  lOoO,  together  with  their  average 
annual  price  at  works  in  Pennsylvania. 

Mr.  Beall.  That  $32  included  the  value  of  open-hearth  rails, 
also! 

Mr.  Roberts.  Open-hearth  rails  were  not  made  at  that  date.  That 
is  Bessemer  rails. 

Mr.  Beall.  Does  that  table  from  which  you  are  reading  refer  to 
the  average  mill  price  or  at  the  point  of  delivery? 

Mr.  Roberts.  The  average  annual  price  at  works  in  Pennsylvania. 

Mr.  Bealf^  Do  you  know  anvthing  about  the  American  Iron  and 
Steel  Association,  of  261  South  Fourth  Street,  Philadelphia  ? 

Mr.  Roberts.  That  is  the  organization  whose  publication  I  have 
been  quoting  from. 

Mr.  Beall.  Here,  in  the  hearings  before  the  Committee  on  Rules 
of  tlie  House  of  Representatives  on  House  resolution  No.  39,  to  in- 
vestigate violations  of  the  antitrust  act  of  1890,  there  is  an  Exhibit 
C  that  refers  to  page  106  of  the  Statistics  of  the  American  and  Foreign 
Iron  Trades  for  1897,  published  in  1908  by  the  American  Iron  and  Steel 
Association,  261  South  Fourth  Street,  Philadelphia,  Pa.  That  pur- 
ports to  give  the  production  and  prices  of  Bessemer  steel  rails  in  the 
United  States  from  1897  to  1907.  In  1897  the  price  is  given  as  $18.75. 
Does  that  agree  with  yours? 

Mr.  Roberts.  It  does. 

Mr.  Beall.  In  1898  the  price  is  given  at  $17.62. 

Mr.  Roberts.  That  is  the  same. 

Mr.  Beall.  In  1909  it  is  given  as  $28.12. 

Mr.  Roberts.  1899. 

Mr.  Bb.\li..  1899,  $28.12? 

Mr.  Roberts.  That  is  right. 

Mr.  Beall.  1900,  $32.29. 

Mr.  Roberts.  That  is  correct. 

Mr.  Beall.  In  1901 

Mr.  Roberts.  I  have  not  that.  The  volume  I  have  here  is  of  1901. 
These  are  issued  annually. 

Mr.  Beall.  1901,  $27.33.    Is  that  in  yours? 

Mr.  Roberts,  No,  sir ;  mine  does  not  go  beyond  1900. 

Mr.  Beall.  The  year  you  have  mentioned,  of  1900,  is  an  excep- 
tional year.  The  year  before  that  it  was  $28.12  and  the  year  after 
that,  $27.33;  and  for  1902, 1903, 1904,  1905, 1906,  and  1907  the  prices 
have  remained  at  $28  per  ton.  Now,  the  same  railroads  are  in  ex- 
istence now,  purchasing 

Mr.  Bartlett.  Will  you  ask  the  witness  what  is  the  mill  cost  of 
producing  a  ton  of  steel  rails?  What  are  the  figures  as  to  the  mill 
cost  of  producing  a  ton  of  steel  rails? 

Mr.  Beall.  What  does  a  ton  of  steel  rails  cost  now,  taking  into 
consideration  every  element  that  ought  to  be  taken  into  consideration 
in  estimating  that  price? 

Mr.  Bartlett.  The  mill  cost. 

Mr.  Beall.  The  mill  cost,  first. 
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Mr.  Roberts.  By  "  mill  cost  "■ 


Mr.  Bartlett.  xou  know  what  we  mean^  do  you  not? 

Mr.  Roberts.  By  "  mill  cost "  what  am  I  to  understand  i 

Mr.  Bartlett.  Do  you  not  know  what  "  mill  cost "  is  f 

Mr.  Roberts.  No,  sir ;  I  do  not. 
^  Mr.  BARTLETr.  As  I  understand,  ^^  mill  cost "  is  the  cost  of  produc- 
tion, not  taking  into  consideration  the  inyestment  or  interest  on  the 
investment. 

Mr.  Roberts.  Oh !     Or  depreciation.    Just  the  actual  cost  of  ma- 
terial and  labor? 

Mr.  Bartlett.  I  thought  you  knew.    I  thought  you  were  an  ex- 
pert.   That  is  what  ][  understand  it  to  be.    I  do  not  know. 

Mr.  Roberts.  I  would  consider  the  mill  cost— — 

Mr.  Beall.  Qlve  that  first. 

Mr.  Roberts.  J  would  consider  the  mill  cost  to  be 


Mr.  Bartlett.  Not  what  it  is.    Just  the  figures. 

Mr.  Roberts.  Oh,  I  can  not  give  you  that. 

Mr.  Beall.  You  can  npt  give  an  estimate  as  to  what  the  actual 
cost  would  be  of  producing  a  ton  of  rails! 

Mr.  Roberts.  ISo;  I  could  not. 

Mr.  Bartlett.  The  reason  I  asked  that  question  was  tl^at  Mr. 
Schwab  said  that  $12  a  ton  was  the  mill  cost  in  1899. 

Mr.  LiNDABURT.  Judge  Gary^  you  know,  gave  you  the  Sf^ill  coat. 
Twenty-two  dollars  and^sometmng  a  ton  is  t&  mi]|  cost^  Of  coupie, 
you  are  not  bound  by  his  statement. 

Mr.  Bartlett.  I  thought  this  witness  mi^ht  be  able  to  give  it. 

Mr.  Roberts.  I  can  not  do  it,  because  it  would  be  different  in 
every  plant,  and  I  have  not  access  to  any  figures  which  would  enable 
me  to  do  it,  other  than,  of  course,  as  the  corporation  may  have  them. 

Mr.  Beall.  Why  did  not  the  railroa48  in  1897  and  1898  pay  $96  a 
ton  for  steel  rails? 

Mr.  Roberts.  Why  did  they  not? 

Mr.  Beall.  Yes. 

Mr.  Roberts.  Because  they  were  not  asked  to  pay  that  price. 

Mr.  Beall.  Because  they  could  sret  thepi  cheaper? 

Mr.  Roberts.  Because  they  coula  get  them  cheaper.    Correct. 

Mr.  BpLL.  Would  not  the  s^me  interest  prompt  them  tp  gspt  them 
cheaper  if  they  could  ? 

Mr.  Roberts.  No  ;  I  do  not  think  it  would. 

Mr.  Beaij..  What  ^rt  of  a  change  has  come  over  the  r^ilfOftds 
since  1897  jBJid  1898? 

Mr.  Roberts.  A  great  n^any  chang)es  have  com^  over  the  riLi}|roa48 
since  1897  and  1898. 

Mr.  Beall.  Is  it  the  sp.me  spirit  pf  philanthropy  operating  on  them 
that  prompted  the  United  States  Steel  Corporation  to  purc^aae  the 
Tennessee  Coal  &  Iron  Co.,  to  avert  a  panic? 

Mr,  Lindabuby.  I  object  to  that  question.  It  seems  to  me  it  \b  oijt- 
fiide  of  the  record.   It  seems  to  me  it  is  a  reflection  upon  the  witness 

Mr.  Beall.  I  do  not  intend  any  reflection  on  the  witness.^ 

Mr.  Roberts.  I  do  not  believe  that  philanthropy  ent^s  intp  bifsi- 
ness  at  all. 

Mr.  Bealu  That  is  what  I  think. 

Mr.  Roberts.  I  do  not  think  it  enters  into  it  ^t  all. 


Mr.  Beall.  I  think  your  railroad  coftipaliy  ought  to  btty  its  rails 
just  as  cheap  as  it  can. 

Mr.  RoBSit'lrs.  Yes;  but  our  railroad  company  thinks  it  is  a  great 
deal  better  to  keej)  a  concern  tributary  to  that  road  in  successful 
operation  and  runiring  full  thaiJ  td  have  rtn  idle  Wreck  with  no  output 
and  no  tonnage  to  be  obtained  frtoi  it. 

Mr.  BtAVL.  The  Pennsylviinia  Bailroad  Co.  existed  in  1896  alid 
1897? 

Mr.  Roberts.  Tes;  and  it  exists  to-day. 

Mr.  Beall.  That  same  si)irit  did  not  animate  them  then? 

Mr.  LiNDABURY.  1  submit  that  arguments  between  the  examiner 
and  the  witness  are  unseemlj  and  not  within  the  scope  of  this  investi- 
gation. We  have  had  nothing  else  here  for  hsli  an  hour,  and  1  pro- 
test against  it.  , 

Mr.  Beall.  I  am  willing  to  submit  to  the  committee  whether  it  is 
unseemly  or  not.    I  do  not  care  to  accept  the  judgment  of  counsel. 
^  The  Chairman.  I  think  counsel  has  a  right  to  object  to  the  ques- 
tion.   I  do  not  think  he  would  have  a  rignt  to  comment  upon  the 
conduct  of  the  examiner. 

Mr.  LiNDABURY.  I  have  objected,  and  have  stated  my  reasons,  and  I 
want  them  understood. 

The  Chairman.  The  Chair  must  say  that  the  committee  can  not 
tolerate  anything  in  the  nature  of  a  reprimand  from  anybody.  I 
hope  the  gentleman  does  not  intend  his  remarks  in  that  way. 

Mr.  LiNDABURY.  It  is  not  intended  as  a  reprimand.  It  is  intended 
as  a  calm  and  very  conservative  statement  of  the  reasons  which  under- 
lie the  objection. 

Mr.  Bartlett.  Mr.  Chairman,  counsel  have  a  right  to  appear,  of 
course^  to  represent  parties  or  to  represent  witnesses.  If  questions  are 
objectionable  the  witness  can  make  objection  under  our  rules.  We 
have  not  enforced  the  rules  that  the  committee  adopted,  but  if  there 
is  a  repetition  of  this  sort  of  objection  I  shall  myself  submit  to  the 
committee  that  we  adhere  to  the  rule  technically  and  strictly. 

The  Chairman.  I  may  say  to  counsel  that  the  rule  under  which 
this  committee  is  proceeding,  although  we  have  not  adhered  to  it 
closely,  is  that  any  witness  appearing  before  tliis  committee  has  a 
right  to  the  advice  of  counsel.  If  he  objects  to  answering  any  ques- 
tion he  may  consult  with  his  counsel  before  answering,  and  counsel 
may  then,  in  writing,  state  to  the  committee  why^  he  objects  to 'answer- 
ing, and  the  committee  will  consider  that  objection.  In  order  to 
expedite  matters  we  have  permitted  counsel  to  object  orally,  and  even 
to  object,  where  the  witness  himself  showed  no  tendency  to  object. 
That  privilege  is  permitted  only  on  the  assumption  that  it  will  not 
be  abused ;  and  I  will^  say  that  if  there  is  any  effort  on  the  part  of 
counsel  not  only  to  object  to  the  form  of  questions,  but  to  the  manner 
and  conduct  or  the  examiner,  the  chairman  will  be  Jforced  to  very 
ri^dly  enforce  that  rule.    Proceed,  Mr.  Beall. 

Mr.  Beall.  I  have  no  objection  in  the  world  to  counsel  making 
any  objection  that  he  sees  fit.  Then,  I  think,  it  is  really  for  the  com- 
mittee to  decide  whether  the  objection  shall  be  sustained  or  overruled. 

The  Chairman.  The  objection  is  overruled.    Proceed. 

Mr.  Beall.  I  will  ask  the  stenographer  to  read  my  question. 
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(The  stenographer  read  as  follows:) 

Mr.  Beall.  Is  it  the  same  spirit  of  philautIirop3'  operatiug  ou  them  that 
prompted  the  United  States  Steel  Coriwratiou  to  purchase  the  Tennessee  0>al  & 
Iron  Co.,  to  avert  a  panic? 

The  Chairman.  I  would  suggest  that  you  put  it  in  a  different  form. 
Mr.  Beall.  I  think  I  did  change  it  afterwards. 
(By  direction  the  stenographer  read  the  last  question  put  by  Mr. 
Beall,  as  follows:) 

Mr.  Beaix.  That  same  spirit  did  not  animate  them  tlieu? 

-Ml*.  Beall.  That  question  relates  to  the  period  of  1896,  1897,  and 
1898,  when  the  Pennsylvania  Railroad  Co.  was  in  existence  and  was 
purchasing  these  same  articles. 

Mr.  Roberts.  What  is  the  question  ? 

Mr.  Beall.  And  they  were  then  willing  to  accept  them  at  the  lowest 
prices  at  which  tliey  could  obtain  them? 

Mr.  Roberts.  I  do  not  get  your  question.    I  think 

Mr.  Beall.  In  1896,  1897,  and  1898  the  Pennsylvania  Railroad 
Co.  existed  then? 

Mr.  Roberts.  That  is  correct. 

Mr.  Beall.  That  is  correct? 

Mr.  Roberts.  That  is  correct,  sir.  , 

Mr.  Beall.  And  they  made  these  purchases  at  that  time  of  your 
steel  rails  that  they  bought,  at  the  lowest  market  price  at  which  they 
could  get  them  ? 

Mr.  Roberts.  That  is  correct. 

Mr.  Beall.  Is  not  that  the  fact  ? 

Mr.  Roberts.  Correct. 

Mr.  Beall.  Why  was  it  that  the  same  policy  did  not  animate  them 
then  that  animates  them  now,  to  take  into  consideration  the  welfare 
of  those  who  were  making  steel  rails,  and  complaisantly  agree  to  pay 
them  the  $28  a  ton  ? 

Mr.  Roberts.  I  see  no  change  in  the  policy  whatever.  They  paid 
the  price  then  at  which  the  rails  were  quoted  to  them,  and  they  are 
paying  to-day  the  price  at  which  the  rails  are  quoted  to  them. 

Mr.  Beall.  Why  is  it  that,  at  least  since  1902,  the  price  of  steel 
rails  has  been  fixed  at  $28,  without  any  variation,  so  far  as  I  can 
ascertain,  and  the  price  of  everything  else  has  varied  from  time  to 
time? 

Mr.  Roberts.  If  you  will  consider  what  changes  there  have  been 
in  the  past  you  will  find  that  over  periods  of  longer  or  shorter  dura- 
tion prices  have  remained  practically  the  same,  conditions  remaining 
the  same. 

Mr.  Beall.  Can  you  find 

^  Mr.  Roberts.  That  is  the  only  answer  I  can  give  you — ^that  condi- 
tions have  remained  very  similar  during  those  years,  and  that  has 
been  the  price.  It  does  not  seem  to  be  an  unreasonable  price.  It  is 
not  burdensome  to  the  consumer,  and  the  consumer  has  accepted  it 
as  the  price  quoted,  and  is  willing  to  pay  it. 

Mr.  Beall.  Can  you  find  any  other  period  prior  to  1897  when  the 
price  of  steel  rails  remained  for  so  long  as  eight  or  nine  years  with- 
out the  slightest  fluctuation? 

Mr.  Roberts.  I  do  not  think  there  has  ever  been  a  period  of  that 
duration,  but  there  were  periods  of  greater  or  shorter  duration,  de- 
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pending  entirely  upon  the  conditions  which  existed  from  time  to 
time,  and  prices  during  those  times  remained  more  or  less  on  the  same 
plane,  or  the  same  identical  price. 

Mr.  Beaix.  Did  you  not  state  just  a  few  minutes  ago  that  prior 
to  1897  there  was  stability  of  prices  which  came  as  a  result  of  the  rail 
pool,  and  that  when  that  pool  was  dissolved  the  prices  slumped? 

Mr.  RoBEBTS.  No ;  I  did  not  say  that.  I  said  as  a  result  of  the  com- 
ing together  the  manufacturers'  prices  were  raised,  and  that  upon 
the  dissolution  of  those  combinations  the  prices  dropped  violently. 

Mr.  Beall.  Can  you  name  any  single  year  prior  to  1897  when  steel 
rails  remained  at  the  same  price  for  as  much  as  one  year  when  there 
was  not  a  steel-rail  pool  in  operation? 

Mr.  BoBERTS.  I  can  not  answer  that  question  without  referring  to 
exact  details. 

Mr.  Beaix.  And  is  it  not  a  fact  that  when  that  rail  pool  did  not 
exist  there  was  a  constant  downward  tendency  of  prices,  and  a  fluc- 
tuation of  prices? 

Mr.  Roberts.  No;  there  was  not  a  constant  reduction  in  prices. 
There  were  very  violent  fluctuations  in  prices. 

Mr.  Beaix.  When  that  rail  pool  did  not  exist  ? 

Mr.  Roberts.  As  a  result  of  the  dissolution  of  those  combinations 
there  were  very  violent  fluctuations  and  minimum  prices. 

Mr.  Beall.  The  United  States  Steel  Co.  was  organized  in  1901  ? 

Mr.  Roberts.  1901. 

Mr.  Beall.  In  1902  the  price  of  steel  rails  became  fixed  at  $28  and 
remained  there  until  the  present  date? 

Mr.  Roberts.  The  price  of  rails  became  $28,  and  the  price  has  re- 
mained $28  since  that  date. 

Mr.  Beall.  Since  1902? 

Mr.  Roberts.  I  do  not  know  the  exact  date  at  which  the  price  be- 
came $28. 

Mr.  Beall.  You  mentioned  some  time  ago  something  about  a 
structural  steel  pool 

Mr.  Lindabxjry.  May  I  ask  if  Mr.  Gayley  will  be  excused  for  the 
rest  of  the  day?  You  will  not  take  up  his  examination  again  to-day 
when  you  get  through  with  the  present  witness.  You  will  probably 
not  wish  to  resume  his  examination  again  to-day,  will  you  ? 

Mr.  Young.  It  makes  no  difference  to  me.  I  would  like  to  have 
him  leave  that  book. 

Mr.  Gayley.  I  am  going  to  leave  that  with  the  stenographer,  to 
make  certain  extracts  from. 

Mr.  LiNDABURY.  Mr.  Gayley  would  like  to  take  the  half  past  6 
o'clock  train.  You  will  not  take  up  his  examination  after  5  o  clock, 
wiU  you  ? 

Mr.  YotJNG.  No. 

Mr.  LiNDABURY.  Thank  you  very  much. 

Mr.  Gardner.  Is  Tuesday  settled  on  as  the  day  of  our  next  meet- 

The  Chairman.  Yes. 

Mr.  Beall.  In  answer  to  a  question  by  Mr.  Stanley,  you  stated 
some  time  ago  that  the  structural  steel  pool  operated  at  intervals  up 
to  about  19(K).    Is  that  corect  ? 

Mr.  Roberts.  1  think  that  is  corect. 
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Mr.  Beaix.  Aiid  thitt  th^re  wa^  also  a  pool  ot  arrangement  between 
the  makers  of  plates  atid  billets  and  rails  that  op^fstted  up  t6  about 
that  time  in  the  same  way? 

Mr.  Roberts.  There  were  separate  arranffements  betw^n  the 
makers  of  rails ;  also  arrangements  between  lh€i  makers  of  billets 
and  between  th^  makers  of  plates. 

Mr.  Beaix.  Yes. 

Mi".  KoBERTS.  Not  combined. 

Mr.  Beaix.  I  understand. 

Mr.  Roberts.  A  se^jdrate  arrangement. 

Mr.  Beall.  The  makei^  of  each  one  of  these  products  had  a  sepa- 
rate arrangement? 

Mr.  Roberts.  That  is  correct. 

Mr.  Beaix.  I  also  understood  that  at  times  these  pools  would  be 
more  or  less  dissolved. 

Mr.  Roberts.  That  is  correct. 

Mr.  Beaix.  And  that  when  they  were  not  in  operation  ttere  would 
be  fluctuations  in  the  prices,  and  d  downward  tendency  of  prices? 

Mr.  Roberts.  Prices  would  drop  violently. 

Mr.  Beall.  Prices  would  drop  violently.  Whenever  thesQ  pools 
ceased  to  operate,  the  law  of  competition  then  began  to  apply? 

Mr.  Roberts.  1  think  I  will  decline  to  answer  mat. 

Mr.  Beall.  Why  ? 

Mr.  BoLLiNO.  Counsel  will  state  the  objection  of  the  witness. 
Would  you  rather  have  me  state  it  in  writing? 

The  Chairman.  No;  state  it  orally. 

Mr.  BoLLiNG.  It  seems  to  me  that  the  e:s:aniiner  is  characterizing 
the  facts.  The  witness  has  stated  the  facts,  and  I  do  not  think  any 
witness  should  be  compelled  to  accept  any  one  else's  characterization 
of  them. 

Mr.  Beall.  I  will  change  it  in  this  way^ :  With  these  pools  elimi- 
nated, what  other  elements  were  in  operation  affecting  the  prices  of 
commodities  ? 

Mr.  Roberts.  War. 

Mr.  Beall.  That  is  another  name  for  competition,  is  it  not? 

Mr.  Roberts.  Not  necessarily. 

Mr.  Beall.  What  distinction  do  you  draw? 

Mr.  Roberts.  Competition  is  one  of  the  weapons  of  warfare. 

Mr.  Beall.  All  right.  Well,  now,  when  these  pools  were  not  op- 
erating, then  competition — that  is,  one  of  the  weapons  of  warfare — 
became  more  or  less  operative? 

Mr.  Roberts.  Destructive  competition  did;  yes. 

Mr.  Beall.  Destructive  competition  became  operative.  When 
these  pools  were  reestablished  prices  went  up,  and  there  became  a 
stability  of  prices? 

Mr.  Roberts.  Prices  were  more  stable  during  the  operation  of 
those  arrangements. 

Mr.  Beall.  Up  to  1900  you  could  not  keep  the  prices  up  without 
some  sort  of  a  pool  between  the  makers  of  these  different  articles, 
could  you? 

Mr.  Roberts.  Yes.  At  times  prices  rose,  due  to  the  demand  in- 
creasing very  materially.  As  a  rule,  troubles  came  during  times  of 
depression,  when  there  was  not  sufficient  business  to  go  around  and 
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eyeryoae  was  struggling  to  obtain  enough  to  run  full  at  the  expense 
of  his  competitors. 

Mr.  Beaix.  During  this  period 

Mr.  BoBEBTS.  I  am  quite  safe  in  saying  that  many  times  when 
business  became  very  good  the  aneements  ceased  to  exist.  They  were 
very  largely  -the  outcome  of  conditions  when  production  went  beyond 
the  demand. 

Mr.  BcAUi.  Now,  I  understand  that  when  the  demand  was  active, 
equaling  production,  it  was  not  necessary  to  have  these  pools  in 
order  to  maintain  prices! 

Mr.  Roberts.  I  tnink  that  is  correct. 

Mr.  Bbalu  But  when  business  became  slack  and  the  supply  began 
to  exceed  the  demand,  then,  in  order  to  keep  up  prices,  you  had  to 
resort  to  this  arrangement  of  a  pool  ? 

Mr.  BoBERTS.  You  understana  that  those  agreements  which  I  have 
referred  to  were  principally  for  the  purpose  of  distributing  percent- 
ages of  output.  There  was  nothing  m  tnem  which  preventea  a  man 
from  selling  at  what  he  pleased. 

Mr.  Bbaix.  Yes^  but 

Mr.  EoBSBTS.  His  allotment  was  such  a  percentage  of  the  total. 

Mr.  Beall.  But  that 

Mr.  RoBEBiB.  That  tended  to  steady  prices. 

Mr.  BeaijL.  And  it  had  the  effect  of  increasing  prices  ? 

Mr.  BoBBBTO.  And  the  mommt  you  steady  prices  prices  will  return 
to  a  normal,  reasonable  amount. 

Mr.  Beaixi.  And  in  order  to  steady  these  prices  you  had  to  parcel 
ont,  giving  to  eaeh  man  a  c^iiam  percenti^  of  the  business  t 

Mr.  BomBTS.  Correct. 

Mr.  BsAiii.  And  that  was  one  of  the  ways,  or  the  chief  way,  in 
wfaidi  the  pool  operated.  Now,  since  1900  there  have  been  periods 
of  defivessioB  in  business,  have  there  not! 

Mr.  BoBBtTS.  Yes.  I  do  not  think  any.  though,  for  so  long  a 
period,  or  probably  as  severe  as  occurred  beiore  the  year  1900. 

Mr.  Beaix.  But  there  hare  been  depressions  of  vaiying  degrees 
of  intensity  since  1000? 

Mr.  BoBBKtB.  Well,  nothing  to  compare  with  those  prior  to  1900. 

Mr.  Bball.  Since  1900  you  have  not  had  any  of  this  destnrctive 
oonrpttitton  that  resulted  in  a  violeirt  decline  in  prices  ? 

Ml-.  BoBBBtB.  We  have  not  had  any  destructive  competition  sinoe 
1900  which  was  comparable  with  that  which  we  had  prior  to  that 
date. 

Mr.  BBAUi.  How  do  you  account  for  that? 

Vt.  BoBBBn.  Due  to  change  of  conditions  and  the  introduction  of 
the  law  of  reason. 

Mr.  Bbauii.  I  would  like  yon  to  define  tiiat  '4aw  of  reason." 
What  do  you  mean  by  the  "law  of  reason"! 

Mr.  Bobbbts.  Well,  it  is  a  large  subje^ct  and  one  that  is  very  di&- 
OBlt  to  put  into  a  few  words ;  Init  I  think  in  the  first  place  reason 
dindnm  extremes,  and  if  we  follow  the  law  of  reason  our  conduct 
will  be  along  reasonable  lines.  Now,  "  reasonable,"  in  my  mind^  is 
no  d^nite  £ced  point,  but  is  a  line  of  some  extent  having  termmi, 
and  actions  and  ojyerations  between  those  termini  may  be  consid^rea 
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reasonable.    Without  those  termini  they  may  be  considered  unrea^ 
sonabie. 

Mr.  Beall.  Did  that  law  of  reason 

Mr.  EoBERTS.  I  do  not  believe  that  any  two  men  may  possibly 
agree  upon  what  is  reasonable  and  what  is  unreasonable.  They  ma^ 
have  different  views,  and  that,  I  think,  is  one  of  the  greatest  diffi- 
culties in  applying  the  law  of  reason  to  our  business  troubles  of 
to-day.  We  afe  not  all  of  us  agreed  as  to  what  is  reasonable  and 
what  is  unreasonable,  simplv  because  we  may  have  different  units  of 
measurement.  That,  in  a  lew  words,  is,  I  believe,  all  I  can  say  to 
you,  sir,  in  answer  to  the  question. 

Mr.  Beall.  Did  that  law  of  reason  have  existence  prior  to  1000 ! 

Mr.  Roberts.  Undoubtedly  it  did. 

Mr.  Beall.  Was  it  in  operation? 

Mr.  BoBERTS.  More  or  less. 

Mr.  Beall.  Has  it  been  in  operation  since  1900? 

Mr.  Roberts.  It  has  to  a  greater  er'ent,  I  think,  than  before  tha'^ 
date. 

Mr.  Beall.  I  am  curious  to  know  what  are  the  changed  conditions 
that  you  have  mentioned  that  have  brought  into  operation  this  law 
of  reason  that  were  not  so  effective  prior  to  1900. 

Mr.  Roberts.  I  think  in  this  country  we  probably  all  look  at  mat- 
ters, for  the  last  10  year's — ^both  those  in  puolic  an5  those  in  private 
life--differently  from  what  we  did  prior  to  the  commencement  of 
this  century.  It  is  not  a  matter  that  has  anything  whatever  to  do 
with  consolidations  or  changes  in  the  form  of  business,  but  I  for  one 
(and  probably  a  good  many  others  of  you  gentlemen)  was  brought 
up  in  an  age  in  this  country  when  we  looked  upon  competition  as  a 
warfare ;  and  I  think  we  have  all  changed  our  views  in  that  respect 
very  materially.  The  railroads  of  the  country  were  developed  under 
absolutely  destructive  competition,  and  as  a  result  you  see  the 
changed  conditions  of  to-Jay.  Competition  is  completely  elimi- 
nated.  Producer  and  consumer  are  both  protected.  That  is  the 
only  answer  I  think  I  can  give  you  to  that. 

The  Chairman.  Mr.  Roberts,  this  changed  condition,  this  appli- 
cation of  the  law  of  reason,  this  elimination  of  competition,  destruc- 
tive in  its  nature,  and  this  convention  by  which  each  fellow  gets  his 
share,  applies  to  great  concerns  like  the  railroads,  manufacturers  of 
steel  rails,  structural  steel,  and  other  industries  in  which  millions 
are  involved;  but  the  old  law  of  competition,  each  fellow  being 
forced  to  make  a  thing  a  little  cheaper  than  some  other  fellow  to 
get  a  purchaser,  or  to  work  a  little  better  than  some  other  fellow  to 
get  an  employer,  still  applies  .o  the  vast  mass  of  humanity,  does  it 

not?  .        .       .  ' 

Mr.  Roberts.  Competition,  I  believe,  still  exists  in  all  lines  of  trade, 
either  small  or  great.    I  believe  to-day,  in  the  steel  trade,  free  com- 

Setition,  reasonable  competition,  exists  to  the  fullest  extent,  but  I 
o  not  believe  that  destructive  competition  is  good  for  the  little 
fellow  or  good  for  the  big  fellow.  It  is  dangerous  and  evil  for  both 
of  them  alike. 

The  Chairman.  I  did  not  make  myself  clear^  I  fear,  Mr.  Roberta. 
I  am  not  speaking  now  of  the  ethics  of  competition,  but  of  its  exist- 
ence. That  condition  of  which  vou  speak,  and  which  you  so  ably 
defined,  applies,  as  I  understand  it,  to  these  great  concerns  which 
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you  have  mentioned ;  but  does  it  apply  and  does  it  exist — whether  it 
ought  or  ought  not  to  exist  is  not  the  question — but  does  it  exist  with 
the  vast  mass  of  small  tradesmen  and  laborers  in  this  country? 

Mr.  KoBEBTS.  I  understand  your  question  to  be:  Does  free  com- 
petition exist  to-day  among  small  concerns? 

The  Chairman.  Yes. 

Mr.  BoBEBTS.  I  believe  that  free  competition  does  exist  between 
the  small  concerns,  and  in  many  cases  destructive  competition  exists 
among  the  small  concerns  to  their  detriment.  If  the  destructive 
comj)etition  was  eliminated,  and  free  competition,  reasonable  com- 
{>etition,  existed  they  would  be  better  off  in  those  cases  where  destruc- 
tive competition  now  exists. 

The  Chaibman.  Is  there  any  way  to  prevent  destructive  competi- 
tion except  by  organization  among  the  people  who  wish  to  protect 
themselves  against  destructive  competition! 

Mr. 'RoBEBTS.  I  do  not  think  that  organization  is  necessary;  nor 
do  I  see  that  it  plays  any  part ;  nor  do  I  know  of  any  organization 
to-day  in  the  steel  trade — spenkinj;  particiihirly  of  that — ^that  has 
or  plays  any  part  in  regard  to  that  matter. 

The  Chairman.  Again  I  do  not  speak  with  sufficient  accuracy.  Is 
It  possible  for  these  great  concerns  to  prevent  destructive  competi- 
tion, except  by  some  form  of  mutual  understanding  for  the  mutual 
good  and  common  defense  of  the  persons  entering  into  this  under- 
standing? There  must  be  some  understanding  before  there  can  be 
concurrence  of  action? 

Mr.  RoBEBTS.  I  believe  it  is  the  application  of  good  common 
American  sense. 

The  Chairman.  If  I  want  to  apply  common  sense  to  you,  or  if 
you  want  to  apply  common  sense  to  me,  if  we  want  to  live  under  the 
rule  of  reason,  as  you  put  it,  there  must  be  somebody  to  state  the  rule 
and  somebody  to  concur  in  the  rule,  and  all  to  abide  by  the  rule,  must 
there  not  ? 

Mr.  RoBEBTs.  No;  I  think  we  would  sit  down  and  have  a  good 
confidential  talk  about  it. 

The  Chairman.  Yes.  Then  I  will  use  the  word  "conference" 
instead  of  "^organization."  What  I  mean  is  that  there  must  be  some 
meeting  of  minds,  some  mutual  understanding,  before  there  can  be 
common  or  concurrent  action  among  a  vast  number  of  people,  sep- 
arated  by  thousands  of  miles. 

Mr.  RoBEBTS.  No;  I  think  example  has  a  good  deal  to  do  with 
affairs  in  this  world.  We  probably  all  of  us  have  in  our  minds 
some  one  else  that  we  would  think  was  good  and  sensible,  and  living 
a  good,  proper  life;  and  we  would  more  or  less  think  it  was  good 
policy  to  pattern  our  own  actions  after  the  actions  of  others. 

The  Chairman.  Is  there  to-day  in  the  commercial  world,  in  the 
financial  world,  some  one  man  of  vast  interests  and  infinite  power, 
whose  example  is,  in  that  way,  a  law  to  the  rest  of  his  confrferes 
associated  with  him  more  or  less  directly  in  business? 

Mr.  RoBEBTS.  No.  I  think  that  there  are  certain  ideals  which 
govern  very  largely  the  actions  of  us  all,  and  that  ideal  may  be  more 
or  less  personified  in  some  individual. 

The  Chaibman.  Is  there  such  an  ideal  and  such  a  personification 
in  America  ? 

Mr.  Robebts.  To  a  greater  or  less  extent ;  yes. 
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The  Chairman.  Where  does  he  exist? 

Mr.  Roberts.  I  think  his  name  is  legion. 

The  Chairman.  Can  you  follow  the  example  of  a  legion? 

Mr.  BoBERTS.  Yes. 

The  Chairman.  Can  vou  have  a  legion  without  organization  ? 

Mr.  BoBERTS.  Perfectly. 

The  Chairman.  Is  there  any  wav  by  which  you  can  just  find  scat- 
tered men  here,  there,  and  everywnere,  itnd  follow  their  example  to 
the  point  of  establishing  a  stable  price  for  a  commodity? 

Mp.  Roberts.  I  think  that  is  the  hope  in  the  future  of  this  country 
of  ours;  and  if  we  destroy  individualism  We  are  going  to  get  into 
trouble. 

The  Chairman.  I  agree  with  you  therfe.  1  am  an  individualist, 
absolutely. 

Mr.  Beall.  Who  is  the  example  in  the  steel  industry  that. is  fbl- 
lowed  ? 

Mt.  Roberts.  There  would  be  no  one  name. 

The  Chairman.  Is  there  not  a  potent  factor,  Mr.  Boberts,  just 
between  ^ou  and  me,  whose  example  the  business  men  of  the  world 
feel  inclined  to  follow  on  account  of  his  immense,  startling  ?rasp 
of  modern  conditions;  whose  touch  is  potential  in  tne  railroad  Dusi- 
liess,  in  the  manufacturing  of  steel,  in  the  establishment  of  batiks, 
anti  extends  with  greater  or  less  force  to  all  the  multifarious  ramifi- 
ctitions  bf  business  in  the  United  States,  and  Yrho  can  not  only  f^m& 
conditions,  but  change  them  by  pushing  a  button? 

Mt.  BoBERTB.  1  suppose,  of  cout^e,  I  have  in  mind  one  person  (and 
probably  all  others  in  this  room  do  not  far  disagree  with  me) 

The  Chairman.  How  is  that  ? 

Mr.  Roberts.  I  say,  I  suppose  I  havfe  in  my  mind  whom  you  tn^to* 

Thfe  Chairman.  Fossibly. 

Mt.  Boberts.  And  also  probably  the  other  gentlemen  in  the  tobih 
understand  it.  in  the  same  way  I  do.  Without  mentioning  haiftite, 
becaui^e  1  think  the  name  means  nothing 

The  Chairman.  Certainly. 

Mt.  Sb^ERTS.  I  think  anyone  you  refet  to  in  thos6  words,  n^hafcever 
thert  riiat  be  in  his  actions  for  good,  fot  the  upbuildihg  of  the  cofHH^ 
tijr.  for  the  bettering  of  those  that  live  in  it — he  holds  the  t>^ti5ii 
imich  life  does,  ahd  he  only  holds  it,  irrtepeetivA  of  flhjr  hattle  he  rtAy 
have,  by  reason  of  those  qualities;  and  without  those  qualities,  if  » 
WAa  for  eVil,  if  it  was  for  wrecking  the  ihdustrie*  of  the  bbuiitrSr,  no 
IMM;  no  hiat^ef  What  hid  n^me,  would  hold  that  ^^ition.  It  iA  HM 
idlfal.    It  is  whftt  he  does,  tod  not  who  h^  !d. 

The  O&AtRttAN.  And  IhAt  etampte,  that  itleal,  that  fdr^^—^^ 

Mr.  Bo)ftffiih9.  Is  what  tfiak^  this  tsouiltl^  whM  it  id  %o-A^f.  Utt 
Mlittet  #h^r6  you  find  it,  whether  in  TS^^  T6l*k,  in  Chidagb,  df  m  a 
country  town.  No  matter  where  it  iS)  it  is  going  to  kdep  M  ^Cft  4ii 
traiibm 

The  Chairman,  f^ot*  thiit  matter  it  inky  be  acmes  the  v^^^  iMft 
tbftt  fortse,  whatever  it  is,  named  by  t^at^ver-nathe  yw  dkooe^  to 
mii  it^ isreally,  in  jrour  oj^inion^  the  gnidinff  fa^tol:*,  the ^mat,  wM% 
all-to-be-admired  leadership  that  has  luboli^ed  d^tnictiv«  oo»|rtetii* 
tioki  and  produoed  this  harmony  of  thon^t  lind  this  ainieable  t^a* 
tion  between  hitherto  jarring  and  competing  businesses? 

Mr.  Boberts.  I  do  not  think  it  is  the  remt  of  nnf  one  man. 
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The  Chaibjcan.  How  many  men  would  you  say  haye  prQduo9d  it, 
in  the  industrial  world  t    Are  there  a  dozen ! 

Mr.  Roberts.  Well,  a  great  many  more  than  that  I  think  it  starts 
at  the  Y^7  bottom. 

The  Chairman.  I  will  ask  you  one  other  question,  Mr.  Bo]:)^rts. 
Is  it  not  true  that  another  thing  has  produced  this  amicable  adjust- 
ment of  hitherto  complicated  conditions?  There  is  a  unity  in  the  way 
of  intei^st,  in  a  great  many  instances.  Take  it  in  steel  rails.  There 
is  a  unity  between  the  manufacturer  and  the  purchaser.  Take  the 
Pennsylvania  Railroad  Co.  You  not  only  have  to  look  to  the  best 
interest  of  your  railroad,  but  you  have  to  look  to  the  best  interest  of 
those  vast  concerns — the  Cambria  Steel  Co.  and  the  Lackawanna  Steel 
Co.— do  you  not? 

Mr.  Roberts.  The  Lackawanna  ?  I  have  no  interest  in  the  Lacka- 
wanna. 

The  Chairman.  The  Cambria  and  the  Pennsylvania  ? 

Mr.  Roberts.  I  have  no  comvection  with  it. 

The  Chairamn.  I  mean  the  Cambria  and  the  Pennsylvania* 

Mr.  RopERTS.  I  have  no  interest  with  those. 

The  Chairman.  Well,  the  Cambria  and  the  Pennsylvania  %re  ii^  a 
way  identified  with  and  interested  in  the  Pennsylvania  Railway,  ^re 
they  not? 

Mr.  RoB^tTS.  Through  stock  ownership. 

The  Chairman.  You  have  tg  look  to  a  fair  return  upon  the  stocks 
of  the  Cambria  and  Pennsylvania,  as  well  fLS  upoi^  those  of  the  Penn- 
sylvania Railroad,  do  you  not? 

Mr.  Roberts.  No.  I  should  feel  under  no  obli^tions  whatever  as 
to  either  the  Cambria  Steel  Co.  or  the  Pennsylvama  Steel  Co. 

The  Chairman.  You  spoke  of  the  fact  that  you  would  hate  to  see 
those  companies  dismantled  and  become  useless  ? 

Mr.  Roberts.  No  ;  I  did  not  mention  any  names. 

The  Chairman.  But  if  you  have  interlacing  stoc^  ownership  jqa 
are  bound  to  have  intercorrelated  and  indissomble  interests,  are  yon 
not? 

Mr.  Roberts.  I  should  regret  to  see  any  industry  alpng  the  line  of 
the  Penn^Ivania  Railroad  injured  in  any  way. 

The  Chairman.  But  where  there  is  common-stock  pwn^rsbip 
there  must  be  common  interest,  as  I  see  it  You  can  not  hiv^^  9^a 
without  the  other. 

Mr.  Roberts.  To  the  extent  of  the  ownership  in  the  stock,  un- 
doubtedlv.  • 

The  Chairman.  If  the  railroad  can,  by  a  liberal  policy  i^  iHie 
purchase  of  its  rails,  prevent  these  vast  concerns  from  doing  business 
at  a  loss  and  still  make  a  profit  itself,  it  is  better  for  the  railroad  to 
do  that  than  to  use  any  influence  whatever  to  inaugurate  a  destruc- 
tive competition  between  the  rail  makers,^  which  would  end,  pos8i}>l^ 
in  the  destruction  of  these  two  rail-makins  concerns,  woula  it  noti 

Mr.  Robertb.  I  should  not  use  the  words  "  liberal  price.''  I  sh9uld 
use  the  words  ^^  reasonable  price.'^ 

The  Chairman.  ^Reasonable.''  I  will  adopt  t^hat.  I  |mi  not  ^ 
stickler  for  terms. 

Mr.  itoB^vTp.  Genpral  pro^p^rity  is  to  the  adva^ita^^;©  o^  ff^e  n^il- 

ro»i 
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The  Cjcairman.  Now,  the  cost  of  its  running  stock — the  cost  of 
its  maintenance,  the  cost  of  operating  the  Pennsylvania  Railroad — 
is  the  thing  which  determines  its  tariff  rates,  is  it  not? 

Mr.  Roberts.  Not  altogether.  The  amount  of  traffic  will  play  an 
important  part  in  regard  to  that.     . 

The  Chairman.  \Vhat  I  mean  is  this:  When  you  go  before  the 
Intei'state  Commerce  Commission  the  rate  is  there  determined  by 
what  is  a  fair  profit  to  the  railroad  company — ^a  fair  income  from  its 
investment — is  it  not;  and  also  the  amount  of  money  which  it  is  nec- 
essary to  expend? 

Mr.  Roberts.  A  fair  return  on  the  capital  invested;  and  also  suffi- 
cient to  keep  it  as  a  going  concern. 
.    The  Chairman.  That  is  fixed  by  law,  is  it  not  ? 
f    Mr.  Roberts.  No  ;  I  do  not  know  that  it  is. 

The  Chairman.  Does  not  the  Interstate  Commerce  Commission  say 
what  you  shall  charge  per  mile  to  carry  a  passenger? 

Mr.  Roberts.  Oh,  I  thought  you  meant  what  the  return  on  the 
capital  invested  should  be. 

The  Chairman.  I  mean,  your  tariff  rates  are  fixed  by  law. 

Mr.  Roberts.  The  rates  are  absolutely  in  the  hands  of  the  Govern- 
ment. 

The  Chairman.  And  if  for  any  reason  the  cost  of  operation  in- 
creases, the  law  will  necessarily,  in  protecting  your  properties,  as  the 
law  should  do,  be  forced  to  permib  an  increase  in  freight  rates  or 
in  passenger  rates,  will  it  not? 

Mr.  Roberts.  It  has  not  done  so  up  to  the  present  time. 

The  Chairman.  That  is  the  policy  of  the  law,. is  it  not? 

Mr.  Roberts.  Not  up  to  date. 

The  Chairman.  That  is  what  should  be  the  policy  of  the  law. 

Mr.  Roberts.  I  quite  agree  with  you. 

The  Chairman.  So  that  if  the  lawmaking  powers  follow  the  rule 
of  reason,  as  they  should,  then  this  condition  is  absolutely  delectable, 
because  you  can  protect  your  joint  stock  ownership  in  the  manufac- 
turing concern,  you  can  afford  to  be  reasonable  in  the  purchasing  of 
your  commodities,  and  running  stock,  and  then  if  the  law  is  reason- 
able you  would  be  permitted  by  the  increase  in  your  tariff  rates  to 
pass  it  to  the  man  who  pays  it,  would  you  not? 

Mr.  Roberts.  From  what  I  have  seen  of  the  operations  of  the  Inter- 
state Commerce  Commission  of  late,  I  feel  that  their  control  is  such 
that  if  railroads  do  not  pay  reasonable  prices  for  their  material  and 
operations,  they  will  be  penalized  to  that  extent  in  the  fixing  of  the 
tariff  rates. 

The  Chairman.  But  it  is  your  hope  that  when  thejr  do  get  reason- 
able and  cease  to  penalize,  then  this  whole  system  will  be  compara- 
tively easy,  if  it  continues  ? 

Mr.  Roberts.  I  quite  agree  with  you,  sir ;  and  I  hope  it  is  going  to 
be  so. 

Mr.  Gardner.  Mr.  Roberts,  were  you  a  director  in  the  United 
States  Steel  Co.  at  the  time  of  its  formation  ?  Were  you  one  of  the 
original  directors? 

Mr.  Roberts.  I  was  one  of  the  original  directors. 

Mr.  Gardner.  Can  you  tell  me  what  percentage  of  the  domestic 
output  was  produced  by  the  United  States  Steel  Co.  at  the  time, 
immediately  after  its  organization? 


UNITED  STATES  STEEL  CORPORATION.  355 

Mr.  BoBERTS.  I  can  not  give  you  those  figures,  Mr.  Gardner.  I 
think  they  were  here. 

Mr.  BoLLiNG.  Judge  Gary  filed  with  the  committee  a  tabidated 
statement  showing  the  percentage  for  each  year  in  each  product  of 
the  Steel  Corporation. 

Mr.  Gardner.  You  are  not  fi^miliar  with  it? 

Mr.  Roberts.  I  am  not  familiar  with  it  offhand. 

Mr.  Gardner.  If  I  were  to  discuss  those  figures  filed  by  Ju()ge 
Gary,  jou  could  throw  no  further  light  on  them  ?  I  do  not  want  to 
waste  time  on  those  questions  if  you  could  throw  no  further  light  on 
them. 

Mr.  Roberts.  Do  you  mean  as  to  whether  they  are  correct  or  in- 
correct? 

Mr.  Gardner.  How  they  are  made  up. 

Mr.  Roberts.  No;  I  do  not  know. 

Mr.  GAnoNER.  With  regard  to  steel  rails  remaining  at  $28  a  ton 
since  1902,  you  said  that  they  had  all  remained  at  $28  and  rather 
indicated  that,  in  your  opinion,  $28  was  a  steadying  price;  that  is  to 
say,  that  it  prevented  steel  rails  going  too  low.  iJo  you  think  it 
also  prevents  their  going  too  high  ? 

Mr.  Roberts.  I  do.     I  think  it  is  a  very  fair  and  reasonable  price. 

Mr.  Gardner.  What  leads  you  to  think  that  ? 

Mr.  Roberts.  It  is  based  upon  the  cost  of  manufacture. 

Mr.  Gardner.  For  instance,  the  evidence  brought  out  showed  that 
cement  and  brick  and  ties  and  sand,  I  think,  had  mictuated  very  much. 
Steel  rails  have  not.  But,  much  to  mv  surprise,  the  question  was  not 
asked  whether  cement,  brick,  ties,  and  sana  had  risen  or  fallen  since 
1902.  Can  you  tell  me  about  that? 

Mr.  Roberts.  I  can  not,  except  in  a  general  way,  that  they  have 
fluctuated,  due  to— well,  I  have  no  doubt  that  in  some  cases  the  cost 
of  production  has  varied. 

Mr.  Gardner.  It  is  rather  a  material  point,  is  it  not;  because,  if 
they  have  risen  and  steel  rails  have  remained  the  same,  it  would 
rather  be  an  indication  that  $28  was  a  steadying  price? 

Mr.  Roberts.  I  mentioned,  I  think,  that  ties  had  probably  doubled 
in  price  in  the  last  10  years. 

Mr.  Gardner.  I  mean  something  that  can  be  produced  in  great 
quantities,  like  cement,  brick,  and  sand. 

Mr.  Roberts.  I  think  cement  has  decreased,  largely  due  to  im- 

f roved  methods  of  manufacture  bringing  about  a  reduction  in  cost, 
think  cement,  to-day,  is  probably  lower  than  it  has  ever  been  in 
the  history  of  the  country  Wfore.  For  instance,  some  years  ago  a 
oement  process  was  introduced  to  make  cement  from  waste  blast-fur- 
nace slag,  which  cheapened  the  cost  of  cement  very  materially.  For 
instance,  there  have  been  no  changes  in  conditions  in  the  manufacture 
of  rails  during  those  years  which  would  affect  their  cost. 

Mr.  Gardner.  There  has  been  no  improvement  in  the  production 
of  rails  comparable  with  the  improvements  in  the  production  of 
oement? 

Mr.  Roberts.  That  is  correct.    That  is  what  I  meant  to  say. 

Mr.  Gardner.  How  about  bricks? 

Mr.  Roberts.  Bricks?  I  do  not  know  that  I  am  qualified  to  pass 
an  c^inion  as  to  the  cost  of  bricks. 

Mr.  Gardner.  You  are  chaLman  of  the  committee  on  supplies? 
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Mr.  BoBSBTS.  Of  the  PeanBylvania  Btiboad  Go. 

Mr.  Gardner.  And  you  ooiud  easily  ascertain  tbe  price  you  ha^B 
paid  for  bricks? 

Mr.  BoBERTS.  I  could. 

Mr.  Gardner.  I  should  like  to  have  the  figuica. 

Mr.  EoBERTS.  I  shall  be  yery  glad  to  give  them. 

Mr.  Gardner.  I  should  like  to  have  uie  figures  as  to  those  itons, 
so  as  to  see  whether  they  haye  mue  up  or  not. 

Mr.  BoBEBTB.  I  shall  be  glad  to  get  the  statistics  on  that  subject 
and  present  them  to  the  committee. 

Mr.  Gardner.  Now^  with  regard  to  this  cost  of  i)roduction  of  steel 
rails.  You  indicated  that  it  would  be  a  broad  subject  for  discussion 
as  to  just  how  the  shop  cost  should  be  made  up.  For  instance,  if 
you  use  your  own  ores  you  would  probably  charge  youcself  the  same 
profit  that  somebody  else  would  get  if  they  had  owned  the  ores  tliat 
they  had  sold  to  you.    Is  that  right  ? 

Mr.  BoBEBTS.  In  making  up  the  cost  of  Uie  raw  material  it  is  ao 
difficult  to  determine  what  is  the  proper  ami^unt  to  set  up  Cor  de- 
preciation of  supplies 

Mr.  Gardner.  1  am  coming  to  that,  but  what  I  want  to  Imom  is 
this :  If  you  buy  your  raw  mat^ial  it  is  easy  enough  for  you  to  know 
what  you  paid  for  the  raw  saateriaH 

Mr.  BoBERTS.  Exactly^ 

Mr.  Gardner.  If  you  produce  your  raw  material,  then  you  ought 
to  charge  jrourself,  ought  you  not,  what  you  would  have  had  to  pay 
for  it  outside?  Or  would  you  eliminate  the  profit,  or  whai  would 
you  do  ?  I  am  asking  for  information,  as  a  matter  of  fact,  in  niak- 
mg  up  your  cost  sheets.  For  instance,  supposing  you  paid  $1^000 
an  acre,  which  was  the  illustration  you  used  yourself ;  do  you  charge 
a  higher  price  for  the  ore  that  comes  from  that  acreage  that  cost 
$1,000  than  you  do  for  the  ore  that  comes  from  an  acreage  that 
cost  $100? 

Mr.  BoBERTS.  Tou  should,  naturall^r,  based  upon  the  contents  of 
that  ore  property.  In  othw  words,  if  you  have  an  ore  property 
with  1,000,000  tons,  costing  $1,000,000,  you  are  using  your  capital. 
Your  ore  is  your  capital.  You  have  changed  your  moaey  into  ore, 
and  therefore  if  it  is  1,000,000  t<ms  for  $1,000,000  you  have  got  $1 
a  ton,  which  you  must  set  up  as  a  depreciation  fund  for  every  ton 
of  ore  you  consume. 

Mr.  Gardner.  I  quite  understand  that  it  is  a  wasting  investment. 

Mr.  BoBBRTS.  That  is  the  cost,  plus  whatever  it  cos&  you  to  get 
your  ore  out. 

Mr.  Gardner.  What  I  want  to  get  through  my  head  is  this:  Snp- 

f>06ing,  for  instance,  that  you  bought  a  long  while  ago  some  ore 
ands  which  we  will  say  were  worth  $100  an  acre,  and  then,  in  the 
process  of  the  appreciation  of  things  in  seneral,  or  because  they 
developed  to  be  better  than  you  thought  they  were,  they  were  now 
estimated — I  do  not  say  on  your  books,  where  they  are  probably 
carried  at  the  cost  price — in  your  mind  as  being  worth  $500  an  aciK. 
In  that  case  do  you  charge  your  depreciation  to  make  a  ainkinjo^  fund 
on  the  basis  of  the  $100,  or  do  you  base  it  on  the  $5Qd,  which  the 
thing  is  worth  ? 
Mr.  BoBERTS.  On  the  original  inyestment 
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Mr.  Gaw^bb.  Thcit  would  not  soam  to  be  altogether  sound,  where 
improvement  was  nmde,  as  a  matter  of  faot,  by  reason 

Mr.  Roberts.  Let  me  explain.  I  may  have  answered  you  wrongly. 
I  take  the  ^uad  that  the  capital  invested  must  be  replenished  when 
yoa  are  using  y^ur  principal. 

Mr.  Gawn£^  Yes;  but  there  is  a  obsjage  in  the  valuation  of  your 
capital.    However,  I  will  not  discuss  that  further. 

Mr.  KoBiiKTS.  I  understand.  If  you  are  going  to  take  the  physical 
valuation  a«  the  basis  to  work  on,  then  you  must  value  your  property 
as  of  its  value  at  the  date  you  make  your  physical  valuation. 

Mr.  Gabdvbs.  It  sewis  to  me  you  ougnt  to  base  it  on  the  cost  of 
replacemwt  of  that  property  obtained  on  the  original  cost. 

Mr.  BoBEBTS.  Quito  right,  when  we  are  discussing  physical  valua- 
tions. I  did  not  understand  your  position.  X  agree  with  you  en- 
tirely in  that  matter. 

Mr.  Qaspi^bb,  What  official  ol  your  oompany  can  toll  us  how  your 
costs  are  made  up,  or  can  the  Bureau  of  Corporations  tell  us  that  f 

Mr.  BoMjrra  I  think  Mr.  Filbert  cam  give  all  that  information — 
«Br  eoiO|>troUer,  our  ftOiditw. 

Mr.  (jawnsu  He  cen  tell  us  bow  all  these  figures  are  m^e  up 
wUch  show  your  ooet  of  steel  rails! 

Mr.  Bwvsia  Yes,  sit. 

Mr.  Gaboner.  Hsa  that  been  investigstod  by  the  Bureeu  of  Cor- 
pfH^cKist 

Mr.  SoBEWCS.  I  think  the  Bureau  eif  Corporations  have  made  end 
MS  makiAg  «n  inveafcjgatHNi  of  that  kind. 

Mr.  Gabdkxr.  Is  that  confidential  inf  ormatioci  i 

Mr.  Roberts.  I  think  not.  I  think  Judge  Gary  offered  the  com- 
mittee  all  that  infonnation.    YeS|  I  know  he  did. 

Mr.  GiJunnHt  You  remember  the  diseuasion  which  arose  last  year 
as  to  the  power  of  the  Commissioner  of  Corporations  to  terti^  in 
the  Tennessee  Coal  &  Iron  absorption? 

Mr.  BoBERTS.  I  think  Judge  Gary  offered  all  the  information  to 
this  committee.  Any  information  which  has  been  furnished  to  the 
Bureau  of  Corporations  he  offered  to  this  committee. 

Mr.  (xAU>im.  How  could  we  obtoin  it  if  the  Bureau  of  Corpora- 
tions felt  it  was  not  within  their  power  to  give  it  ? 

Mr.  BoBSRTS.  Not  from  the  Bureau  of  Corporations,  but  the  dato 
which  was  furnished  to  the  Bureau  of  Corporations  by  the  Steel 
Corporation;  he  offered  that  same  data  to  this  committee. 

Mr.  Gardner.  Do  I  understand  that^  if  we  write  to  Judge  Gary 
and  ask  him  for  a  transcript  of  the  evidence  which  he  furnished  to 
the  Bureau  of  Corporations,  it  is  available  ? 

Mr.  Roberts.  I  understond  that  is  his  testimony. 

Mr.  BoiiLENG.  I  think  that  is  his  stotement.  I  will  be  glad  to 
convqr  vour  request  to  him,  if  you  wish. 

Mr.  YouNO.  I  think  all  that  information  .was  furnished  the  Com- 
mittee cm  Ways  and  Means  by  the  Department  of  Commerce  and 
Labor,  so  I  think  it  has  been  released  m  some  way.  I  know  thev 
had  it,  and  chadded  Judge  Gbiry's  and  Mr.  Sdiwab's  stotements  with 
it ;  ooinpared  them  as  they  went  along. 

Mr.  BoBEWES.  My  jremembrance  wes  that  Judge  Qsjry  offered  to  the 
eommifctee  any  dikta. 
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Mr.  BARTLETT.'They  could  not  have  been  furnished  all  the  testi- 
mony^ Mr.  Young,  because  it  had  not  been  complete. 

Mr.  Young.  On,  no. 

Mr.  Gardner.  As  a  practical  question,  I  do  not  want  to  ask  the 
cominittee  to  subpoena  a  witness  to  come  on  here  and  give  evidence 
if  it  is  perfectly  accessible  and  is  merely  a  question  of  untying  red 
tape  to^et  hola  of. 

Mr.  fioLLiNG.  If  you  will  write  to  us,  Mr.  Gardner,  telling  us 
just  exactly  what  you  want,  I  have  no  doubt  in  the  world  Judge 
Gary  will  send  you  all  of  it. 

Mr.  Gardner.  And  could  that  become  a  part  of  the  record,  Mr. 
Chairman,  information  sent  to  me  by  the  chairman  of  the  board  of 
dii^ctors  by  mail,  with  reference  to  'the  cost  of  production  of  steel 
rails?    How  would  I  make  that  part  of  the  record? 

Mr.  Bartlett.  By  simply  calling  the  attention  of  the  committee  to 
the  fact  that  it  had  been  furnished  to  you,  and  asking  that  it  be  put 
in  the  record,  with  the  letter,  if  it  is  with  a  letter. 

Mr.  Gardner.  It  would  require  an  affidavit,  would  it  not? 

Mr.  Bartlett.  No  ;  I  think  not.  Judge  Gary  has  stated  that  any 
information  which  his  books  show  will  be  furnished  upon  request 
to  the  committee,  and  it  is  understood  that  the  committee  can  call 
for  this  information,  shown  in  that  way,  if  it  desires,  and  that  it 
will  be  furnished  and  bfecome  a  part  of  the  record. 

Mi".  Bollino.  I  think  I  can  meet  your  question,  Mr.  Gardner,  by 
saying  we  will  very  gladly  offer  it  in  evidence  at  any  of  the  sub- 
sequent hearings,  if  this  information  is  furnished  you,  and  you  wish 
it  to  go  in  the  record.  All  you  will  have  to  do  is  to  offer  it  in  evi- 
dence. 

Mr.  Gardner.  It  is  so  laborious  that  it  would  be  very  much  better 
that  way.  I  might  ask  questions  two  hours  to  get  information,  when 
I  could  sit  down  in  the  evening  and  study  it  out  very  much  better. 

Mr.  BoLLiNG.  I  appreciate  your  desire,  and  we  would  like  to  com- 
ply with  it. 

Mr.  Gardner.  I  would  like  to  have  this  read  and  have  it  come  in  as 
a  part  of  his  sworn  testimony  and  become  a  part  of  the  record. 

Mr.  Bollino.  We  will  see  that  it  is  offered  in  evidence,  if  you  wish. 

Mr.  Gardner.  I  will  make  that  request  in  writing.  Mr.  Roberts, 
the  Pennsylvania  Railroad  now  buys,  you  say,  open-hearth  steel 
rails? 

Mr.  Roberts.  Yes,  sir;  to  a  very  large  extent.  They  may  use 
Bessemer  rails  on  some  unimportant  branch  roads,  sidings,  and  things 
of  that  kind;  but  the  bulk  of  their  orders  for  the  past  two  years 
have  been  open-hearth  rails. 

Mr.  Gardner.  And  the)'  buy  them  from  all  these  companies,  inchid- 
inff  ones  in  which  they  are  interested  ? 

Mr.  Roberts.  They  do. 

Mr.  Gardner.  From  year  to  year  do  the  proportionate  parts  which 
they  buy  from  different  companies  vary,  or  is  it  apportioned  off  in 
the  same  proportions,  year  after  year? 

Mr.  Roberts.  It  does  not  var^  very  greatly,  I  think.  1  think  that 
about  50  per  cent  of  their  requirements  come  from  the  Cambria  and 
the  Pennsylvania  Steel  Cos.  The  balance  comes  from  the  Lacka- 
wanna, from  Bethlehem,  from  the  United  States  Steel  Corporation, 
but  much  the  larger  portion  from  the  United  States  Steel  Corpora- 
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tion,  somewhat  based  upon  relative  tonnages  given  by  the  different 
mills  to  the  railroad.  Bethlehem  has  a  very  small  tonnage;  it  is  not 
on  the  lines  of  the  Pennsylvania  Railroacf,  but  carries  some  of  its 
raw  material  over  their  railroad. 

Mr.  Gardner.  Why  does  a  railroad  pursue  the.  policy  of  apportion- 
ing the  orders  for  steel  rails  according  to  the  capacity  of  the  railroad  t 

Mr.  KoBERTS.  It  is  not  according  to  the  capacity  of  the  mill; 'it  is 
according  to  the  tonnage  from  the  mill  which  is  tributary  to  the 
railroad;  for  instance,  the  amount  of  freight  which  the  railroad 
obtains,  the  amount  of  business. 

Mr.  Gardner.  That  is,  you  patronize  your  customers  in  proportion 
to  the  trade  that  is  given  you  ? 

Mr.  Roberts.  To  the  trade  that  is  given  to  the  road. 

Mr.  Gardner.  How  long  have  you  been  using  open-hearth  steel 
rails  ? 

Mr.  Roberts.  I  think  for  the  past  two  or  three  years ;  two  years, 
imybow. 

Mr.  Gardner.  Was  the  Tennessee  Coal  &  Iron  Co.  the  pioneer  in 
the  manufacture  of  open-hearth  steel  rails? 

Mr.  Roberts.  They  were  not  the  pioneers  in  the  mnaufacture  of 
open-hearth  steel.  I  think  some  of  the  other  rail  makers  had  rolled, 
from  time  to  time,  open-hearth  steel  rails  in  an  experimental  way — 
not  very  large  orders.  But  the  Tennessee  company  were  not  a  manu- 
facturer of  jbessemer  steel,  due  to  the  fact  that  the  ores  in  Alabama 
were  not  Bessemer  ores :  it  was  therefore  necessary  for  them  to  enter 
into  the  manufacture  ox  open-hearth  steel  rails  when  they  built  their 
rail  plant,  as  thery  were  unable  to  make  Bessemer  steel.  They,  there- 
fore, were  one  oi  the  earliest,  or  the  earliest,  of  open-hearth  steel  rail 
plants  in  the  country. 

Mr.  Gardner.  I  believe  that  was  stated  as  an  especial  value  to 
their  plant  at  the  time  it  was  absorbed  by  the  United  States  Steel 
Corporation.    What  have  you  to  say  about  that?* 

Mr.  Roberto.  No;  because  any  other  plant  in  the  country  could 
enter  into  the  manufacture  of  open-hearth  steel  rails.  Basic  open- 
hearth  steel  admits  of  the  use  of  any  quality  of  ore^  irrespective  of  its 
phosphorus  content,  whereas  Bessemer  steel  requires  an  ore  with  a 
low  phosphorus  content,  probably  not  over  .04,  due  to  the  fact  that 
phosphorus  in  the  Bessemer  process  is  not  eliminated,  but  in  the  basic 
open-hearth  process  it  makes  no  difference  how  much  phosphorus 
you  have,  because  you  eliminate  it  in  the  process  of  making  your 
steel.  Cotisequently,  these  plants  which  originally  produced  JBes- 
semer  steel,  due  to  the  fact  that  the  basic  open-nearth  process  was  not 
known  at  that  time  and  not  operated,  have  now  gradually,  due  to 
the  gradual  extension  of  the  Bessemer  or  low-phosphorus  ores,  been 
compelled  to  turn  over  to  the  manufacture  of  open-hearth  basic  rails. 
The  plant  at  Gary.is  arranged  as  an  open-hearth  basic  plant  entirely. 
They  have  no  Bessemer  pmnt.  And  some  of  the  Pittsburg  plants 
are  using  the  basic  open-hearth  process.  The  others  are  using  both, 
as  they  see  fit. 

Mr.  Gardner.  Has  it  been  an  expensive  matter  to  convert  the 
plants  of  those  companies  so  that  they  can  use  this  basic  open-hearth 
process  instead  of  tne  Bessemer  process  ? 

Mr.  Rc»BRTO.  Yes*  It  means  the  abandonment  of  their  Bessemer 
plant,  putting  it  in  the  scrap  heap.    The  value  of  all  the  capital 
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invented  in  the  Be^semex  pjlmit  diaappears,  and  whatever  tbe  coat 
of  tb£  open-hearth  plant  is  must  be  added  to  their  capital  eharges. 

Mr.  Gabdnkb.  I  wish  you  would  tell  me  what  the  open-hearlh 
process  is,  if  you  can  describe  it  in  a  word. 

Mr.  ]^o^BBT8.  The  Bessemer  proeie^s,  as  known  and  called  such,  is 
by  blowing  compressed  air  through  molten  pi^  iron  in  what  is  known 
as  a' converter.  By  the  blowing  thro«igh  ox  that  air  the  carbon  is 
eliminated  by  the  oxjgen  of  the  air,  and  forms  carbon  Axide,  which 
bums  to  carbonic  acid  gas.  That  then  becomes  steel  and  is  pound 
into  the  ingots.  The  open-hearth  process  was  known  as  the  Sea- 
man's furnace,  a  reverberatory  furnace  with  gas  fuel.  Tbs  coal  is 
charged  in  a  producer,  which  forms  gas,  is  then  carried  to  the  fur* 
nace,  which  is  on  regenerative  principles,  and  the  flame  passes  over 
the  bed  of  the  furnace,  the  open  hearth  of  the  furnace,  on  which 
either  liquid  pig  iron  or  cold  pig  iron  is  put,  melted,  and  the  caifooM 
removed  fron^  the  pig  iron  by  the  contact  of  the  oxygen  with  the 
flame  passing  over  it.  The  lining  of  the  furnace,  what  is  known  aa 
the  basic  furnace,  i^  composed  of  bases  instead  of  acids.  The  origi- 
nal form  of  the  open-hearth  pvoo^ss  was  acid?  snd  was  mada  in  a 
furnace  listed  with  sand  vp  sili<ca ;  whereas  the  basic  luroaee  is  lined 
with  a  base,  snob  as  lime  or  magnesia.  This  enables  the  introdfK&* 
tion  of  basic  material,  such  as  lunestoaa,  whiqh  has  an  affinity  for 
phosphorus,  and  eliminates  the  pliosphoras  from  the  pig  ircm; 
whereas  in  the  Beasemer  process  by  amply  paseia^  air  through  the 
pig  iron  in  an  acid-linied  conviertejr  you  do  not  eliminate  the  phos- 
phorus. I  would  saj^  thai  it  is  a  more  expensive  process  to  operate 
an  open  hearth  than  it  is  a  Bessemer,  due  to  the  fact  that  in  one  ease 
your  fuel  is  air  and  in  the  other  case  your  fuel  is  ooal.  You  can  not 
make  open-heart  steel  as  cheaply  as  you  can  make  Bessemer  sted. 

Mr.  .Babtu9Tt.  What  is  the  advantage  of  the  one  over  the  other^ 
if  any  t 

Mr.  Boberts.  You  have  the  opportunity  of  using  all  grad^  of  ore 
in  the  open  hearth,  whereas  in  the  Bessemer  vou  are  limited  to  certain 
special  ores  which  contain  a  «nall  content  of  phosphorus. 

Mr.  Youi9G.  Mr.  Roberts,  just  a  few  questions.  You  stated  4iiat 
in  18^  and  1698,  and  the  years  immediately  succeeding,  as  I  under- 
stood you,  you  were  not  in  the  rail  busineesf 

Mr.  RoBEBTS.  I  never  was  in  the  rail  business. 

Mr.  YouNo.  Then  when  you  speak  of  a  rail  jjool  having  been  or- 
ganized subsequent  to  1898,  which  caused  a  rise  in  the  price  ol  rails, 
now  do  you  get  that  information ;  how  do  you  know  it  ? 

Mr.  Roberts.  I  know  it  only  by  hearsay,  not  by  actual  knowledge. 

Mr.  Young.  Do  you  think  that  the  fact  that  in  1897  and  1898  Bes- 
semer  ores  at  Cleveland  and  at  Chicago,  from  the  Vennilion  and 
Mesabi  Ranges^  were  selling  at  $2.25  per  ton  and  that  in  1900  the 
same  ores  were  selling  at  the  same  places  at  $4.50  per  ton  had  any- 
thing to  do  with  the  increase  in  the  price  of  steel  rails? 

Mr.  Roberts.  I  think  it  undoubtedly  played  a  part  I  think  those 
years  of  1897  and  1898  were  years  of  depression  in  all  kinds  of  prices; 
but  even  with  the  great  depression  in  raw  material  the  finfshea  jwt)d- 
uct  went  too  low  even  for  those  changes. 

Mr.  Young.  What  was  the  condition  of  general  business  in  J59§ 
and  in  1900  as  c<mipared  witli  the  years  1697  apd  1998  f 
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Mr.  BoBSRTS.  It  was  improving ;  much  better. 

Mr.  Yotmo.  Would  not  that  of  itself  have  a  great  effect  on  the 
price  of  steel  rails  ? 

Mr.  Roberts.  It  would  not  have  been  a  material  assistance. 

Mr.  Young.  Was  it  not  a  fact  that  in  1899  and  1900  steel-rail  mills 
of  this  country  could  hardly  supply  the  demand  upon  them,  while 
they  had  been  comparatively  idle  the  two  years  before? 

Mr.  EoBERTS.  We  had  better  times.  But  you  remember  -the  year 
1900  contained  the  full-dinner-pail  campaign.  We  were  leading  up 
to  better  times.  But  I  think  one  of  the  most  depressed  periods  we 
bad  was 

Mr.  Young.  The  full-dinner-pail  campaign  came  in  1896. 

Mr.  BoBKBTS.  Sound  money.  I  beg  your  pardon;  sound  moYiey 
was  1900;  the  full  dinner  pail  was  1896;  and  the  day  before  Mr. 
McKifiley's  first  election 

Mr.  Young.  1896  was  sound  tnoney  and  the  full  dinner  pail. 

Mr.  RoBMTO,  The  sound-money  parades  in  New  YorK  were  in 
1900. 

Mr.  Bartletf.  1896. 

Mr.  RoBEtM.  Sound  money  f 

Mr.  Babtlbtt.  Yes. 

Mr.  Young.  That  was  the  Bryan-McKinley  campaign,  1896. 

Mr.  Roberts.  One  is  as  bad  as  the  other.  But  I  know  I  recall 
very  well  the  parades  in  New  York. 

Mr.  BARTLBTt.  One  is  as  specious  as  the  other,  you  mean. 

Mr.  Roberts.  And  bs  bad  as  the  other. 

Mr.  6Aia>Ni3t.  In  1896  there  were  very  hard  times. 

Mr.  Roberts.  The  lowest  price  of  structural  material  that  I  ever 
knew  of  wbb  a  contract  tnad^  in  the  city  of  Ner^  York  the  day  pre- 
eediBff  Mr.  McKinley's  fiwt  election,  find  the  price  was  1  cent  a 
pound  for  ittuctural  material  ddivered  in  New  York  City. 

Mr.  YouNO.  Following  1897  and  1898,  then,  there  wfts  a  great  im- 
prdT«ment  in  generd  business,  wus  th^re  hbt  ? 

Mr.  Roftcnrrs.  I  think  there  was,  as  I  recall  it. 

Ito.  Yotmo.  Something  has  b^n  ^aid  about  there  toot  being  So 
Innch  fltidrBatioti  in  rails  ais  theife  was  in  the  oth^r  things,  like  cemetit, 
Mckf  ti^  and  sand,  i!s^  by  the  fltill^&ds.  It  is  time,  is  it  not,  that 
riUrond  Mils  kt^  sold  only  to  th^  railroads  themselves;  there  is  M 
MbtS"  ttifti4rM:  ft>r  the^l 

Mf .  Rotnsmd.  'Rie  oftly  eonsumef  is  the  railroad. 

Mr.  Yotmo.  The  mfcHinfactuTets  do  not  sell  to  middte  men,  do 

Mt.  Adrtums.  Di)*^  to  th^  ciistottier. 

Mr.  Young.  That  is  not  true  with  cement,  or  brick,  or  sand,  is  it ; 
it  kali  li  geMtml  «tof%et? 

Kf «  BodEHHI.  Thftt  is  Ot)M  to  thfe  g«ti&ral  trade  of  all  del%ripti(]«d. 

Mf .  YotWd.  And  it^  i)ricfe  would  natutally  be  affected  by.  general 
^TtkiAdim,  Woifcld  it  notf 

Mr.  Roberts.  Undoubtedly. 

Ifrv  YouNCk  Where  the  price  of  railroad  rails  would  be  affected 
ttot«  pfwrticiilariy  %y  tbe  tiondition  of  the  raili^oad  busirte*s,  and  the 
iigtebJti^jA  ^hidt  th\fe  rtiiltt^ad  might  mak^  with  thfe  manufactui^ets 
tb&i  dold  It  the  rails  f 
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Mr.  SoBESTS.  I  do  not^  think  the  conditions  are  comparable  at  alL 
As  I  said  before,  the  rail  trade  is  so  special  in  its  nature  that  you 
have  to  judge  it  alone;  you  can  not  bnne  in  outside  industries  not 
kindred  at  all  or  subject  to  the  same  conditions;  the  conditions  are 
not  similar. 

Mr.  Young.  Is  it  not  a  fact  that  the  railroads  are  the  only  cus- 
tomers of  this  peculiar  product? 

Mr.  KoBERTS.  That  is  all. 

Mr.  Young.  Is  not  that  one  of  the  controlling  features  that  make* 
it  a  thing  by  itself? 

Mr.  KoBERTS.  Undoubtedly.  It  is  limited  to  one  class  of  con- 
sumers only. 

Mr.  Young.  You  were  questioned  by  Mr.  Beall  in  regard  to  a 
statement  made  or  a  letter  sent  by  Mr.  Schwab  to  Mr.  Fnck.   Were 

Jou  aware  of  the  fact  that  Mr.  Schwab  testified  before  the  Ways  and 
[cans  Committee  in  the  tariff  hearings  in  regard  to  this  matter? 
Mr.  Egberts.  I  had  a  general  knowledge  of  it  that  I  secured  from 
the  newspapers ;  that  is  all. 

Mr.  Young.  I  wish  to  call  your  attention  to  what  Mr.  Schwab 
said,  for  instance,  about  iron  ore  in  that  testimony,  as  showing  how 
his  costs  were  made  up.    He  said: 

We  were  leasing  our  ores  at  that  time  iu  the  Northwest.  We  stnrtetl  out  to 
buy  them,  but  we  wore  purchasing  ami  leasing  ores,  as  people  familiar  with  the 
trade  will  recollect,  at  10  and  15  cents. 

So  he  starts  with  his  cost  of  the  ore  in  the  ground  at  10  or  16  cents. 

Mr.  Roberts.  It  is  a  very  different  problem  from  a  dollar. 

Mr.  Young.  It  would  be  very  simple  to  figure  your  cost  in  that 
way,  would  it  not? 

Mr.  Roberts.  Undoubtedly.  As  I  say,  unless  you  know  all  the 
items  that  enter  in  it  is  impossible.  I  would  like  to  say  that  in  those 
yeai-K  prior  to  1900  we  were  robbing  our  principal  in  this  country. 
Coal  lands  had  been  purchased  for  probably  $60  an  acre,  large  ore 
tracts  for  almost  nothing.  The  owners  had  gotten  rich  quickly. 
Five  or  10  cents  royalty  meant  a  great  deal  to  them,  and  we  were 
consuming  our  principal,  as  we  are  to-day  with  our  wheat  growing. 
We  are  consuming  the  fertility  of  our  soil  without  any  return,  and 
we  were  doing  that  very  thing  in  those  days  with  our  natural  re- 
sources in  the  way  of  minerals.  You  could  not  replace  those  proper- 
ties to-day,  or  probably  in  1900,  or  even  before  that,  at  the  prices  at 
which  thev  had  been  secured  some  years  before.  I  remember  in  the 
seventies  1  was  in  the  Michigan  region,  and  some  of  the  new  ore 
ranges  had  been  discovered.  For  $100  I  could  have  bought  enough 
property  to  have  held  it  until  1900  and  made  many  millions  of  dollars 
out  of  it. 

Mr.  Young.  I  wish  to  call  your  attention  to  another  thing  Mr. 
Schwab  swore  to  in  this  connection,  or  stated,  before  the  Committee 
on  Ways  and  Means,  on  page  1630  of  the  hearing.  Referring  to  this 
letter  in  which  he  had  stated  the  mill  cost  of  steel  rails  was  $12,  he 
said: 

Second.  I  want  to  explain  the  motive  of  that  letter.  The  letter  wns  written 
at  Mr.  Frick's  solicitation.  It  was  at  a  time  when  be  was  iiDxioiis  to  dispose 
of  the  Carnegie  Co..  and  it  was  also  written  iu  an  optimistic  vein  for  a  like 
reason.  If  you  will  bear  that  in  mind  iu  reading  that  letter,  you  will  probably 
understand  it  better. 
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That  being  true,  do  you  think  that  has  any  effect  on  the  absolute 
correctness  of  Mr.  Schwab's  figures  ? 

Mr.  RoBEHTS.  I  doubt  if  the  figures  are  correct  for  what  would  be 
called  a  conservative  estimate  of  cost,  or  a  complete  estimate  of  cost, 
I  would  say.  I  do  not  think  it  is  an  ultimate  analysis,  but  only  a 
partial  one. 

Mr.  Babtlett.  May  I  suggest  to  Mr.  Young  that  further  on  in  that 
testimony  he  goes  into  the  detail  of  the  cost  of  production  of  rails^ 
and  finally  comes  down  and  says  that  that  cost  of  $12  a  ton  embraced 
everything  at  the  mill,  without  taking  into  consideration  the  cost  of 
the  plant,  interest  on  the  money,  or  deterioration. 

Mr.  Young.  And  fi^ring  the  ore  at  15  cents  in  the  ground. 

Mr.  Bautlett.  Ana  he  goes  on  to  state  why  he  does  that,  because 
from  the  leased  ore  beds  they  were  able  to  get  it  without  much  cost, 
and  it  could  have  been  gotten  out  easily. 

Mr.  EoBERTS.  That  is  the  kind  of  figuring  by  which  bondholders 
become  stockholders. 

Mr.  Bealu  I  would  like  to  call  attention,  further,  to  the  fact  that 
Mr.  Carnegie,  in  his  testimony,  indorses  the  statement  made  by  Mr. 
Schwab  in  this  letter  that  the  rails  could  be  manufactured  at  $12 
a  ton. 

Mr.  Babtlett.  Mill  cost 

Mr.  Young.  That  is  all. 

Mr.  Baktlett.  You  say  you  are  familiar  with  the  sale  and  the 
prices  of  rails? 

Mr.  RoBEBTS.  I  am  not  a  seller  of  rails;  no,  sir. 

Mr.  Babtlett.  Do  you  know  anything  about  the  difference  be- 
tween the  prices  charged  for  steel  rails  for  home  railroads  and  those 
that  are  smd  abroad? 

Mr.  Robebts.  I  do,  in  a  general  way.  In  some  cases  the  return  to- 
the  maker  is  practically  equal  to  his  home  trade.  In  other  cases,  due 
very  largely  to  the  want  of  transportation  facilities  between  this- 
country  and  foreign  countries,  the  rails  will  net  the  manufacturer 
here  much  lower  than  they  would  if  he  had  any  reasonable  means  of 
transportation.    I  will  illustrate  what  I  mean. 

Mr.  Babtlett.  Before  you  do  illustrate,  what  I  mean  to  say  is,  it 
is  a  fact,  then,  that  rails  are  often  sold  to  the  foreign  producer  at 
less  than  the  price  at  which  they  sell  to  the  home  producer  ? 

Mr.  Robebts.  No,  sir;  the  price  at  which  they  are  «old  will  be 
higher  than  the  price  for  home  consumption,  but  due  to  the  fact 

Mr.  Babtlett.  Do  you  mean  higher  or  lower? 

Mr.  Robebts.  Higher  price;  but  due  to  the  fact  that  the  manu- 
facturer has  to  absorb  the  freight  rate,  and  due  to  the  fact  of  the 
want  of  ocean  transportation,  he  has  got  to  absorb  a  good  deal  more 
than  he  ought  to.  A  case  in  mind:  To  ship  to  Argentine,  South 
America,  in  many  cases  we  ship  to  Liverpool,  and  reship  from  Liver- 
pool to  South  America,  due  to  want  of  ocean  transportation  between 
the  two  countries;  that  increases  the  freight  rate  very  much.  Con- 
sequently, a  transaction  of  that  kind  will  net  the  manufacturer  at 
the  mill  less  money  than  his  home  rails  will. 

Mr.  Babtlett.  I  did  not  ask  you  about  what  it  would  net  the 
manufacturer,  but  the  fact  that  the  price  per  ton  has  often  been  fixed 
at  less  to  the  foreign  purchaser  than  to  the  home  purchaser. 
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Mr.  Egberts.  I  can  only  answer  that  by  saying  it  is  fixed  at  the 

E rices  prevailing  in  the  country  of  its  destination,  which  are  fixed 
y 

Mr.  BAKTLBTr.  Competition  t 

Mr.  BoBEBTS.  Competition  between  other  manufactureiB  in  other 
parts  of  the  world. 

Mr.  Babtlbtt.  You  do  not  know  of  the  sales,  then — ^the  fact  that 
there  have  been  frequent  sales  to  foreign  purchasers  at  a  less  price 
than  to  the  home  purchasers! 

Mr.  Robebts.  I  could  not  answer  that  of  my  own  knowledge  defi- 
nitely. 

Mr.  Babtlett.  I  think  that  is  all.  I  suppose,  of  course,  if  we  need 
you  we  can  get  youf 

Mr.  Roberts.  I  expect  to  be  away  for  the  next  two  or  three  months ; 
but  after  that  I  will  oe  back  again. 

Mr.  Babtlbtt.  I  do  not  know  of  anything  more. 

Mr.  Robebts.  I  shall  be  glad  to  do  anything  I  can  do  at  any  time. 

Mr.  BARTLBTr.  You  are  excused  unless  you  are  notified  to  return. 

(Thereupon,  at  6.35  o'clock  p.  m.,  the  committee  adjourned  to  meet 
at  the  call  of  the  chairman.) 
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The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 
The  Chairman.  The  committee  will  resume  its  session. 

STATEMENT  OF  MB.  JAMES  OAYLET— Continned. 


The  Chairman.  Mr.  Young,  I  want  to  make  a  suggestion.  When 
Mr.  Young  has  concluded  with  the  witness^  as  I  understand  Mr. 
Gayley  is  thoroughly  cognizant  of  the  conditions  existiiig  in  the  ore 
region  in  Minnesota,  it  will  be  the  purpose  of  the  chairman  to  ask 
him  some  questions  which  will  involve  in  some  detail  the  capitaliza- 
tion and  the  course  of  operation  of  the  Duluth  &  Iron  Range  Railroad 
and  other  subsidiary  railroad  companies  operating  between  the  Mesabi 
Range  and  the  lake.  The  chairman  will  also  inquire  of  the  witness 
oonceminff  the  amount  of  capital  employed,  steamers,  barges,  and  other 
water  craft  operating  on  the  lake,  the  capital  employed  in  docks. 
I  will  also  ask  the  witness  concerning  the  capital  employed  in  the 
ooal  and  coking  properties,  exclusive  of  the  Tennessee  Coal  &  Iron 
Co.,  such  properties  as  are  located  at  Connellsville^  Pocahontas  region, 
and  in  the  States  of  Pennsylvania,  Ohio,  and  Virginia.  I  will  also 
question  the  witness  concerning  the  amount  of  capital  employed  in 
blast  furnaces,  excluding  blast  furnaces  of  the  Tennessee  Coal^  ft 
Iron  Co.,  property  acquired  after  he  went  out.  I  will  also  question 
the  witness  concerning  the  amount  of  iron  in  sight  on  the  Mesabi 
Ranfie  and  in  the  ore  ranges,  exclusive  of  the  Me6fa>i  Range,  concem- 
injB;  me  royalties  on  those  ore  properties,  concerning  the  amount  of  ore 
mmed. 

I  will  also  question  the  witness  concerning  the  average  output  of 
tons  per  man  per  day  and  the  cost  of  mining,  mcludinff  stripping  and 
exclusive  of  stripping  of  the  hard  and  soft  ores  in  those  ranges.  I 
will  inquire  of  tibe  witness  concerning  the  labor  cost  in  the  produc- 
tion of  a  ton  of  coal,  a  ton  of  pig  iron  in  the  blast  furnaces  of  the 
company  from  1896  to  the  time  when  he  retired  from  any  connection 
with  the  United  States  Steel  Corporation,  and  concerning  the  value 
of  by-products.  I  will  question  the  witness  concerning  the  coke 
ovens,  the  cost  of  coke  ovens,  the  cost  of  operation  of  the  beehive 
and  by-product  coke  oven.  I  will  ask  the  witness  to  submit  a  cost 
sheet  of  the  production  of  a  ton  of  pig  iron  in  Pittsburg,  Cleveland, 
Gbicago,  Middleboro,  England,  and  Cuxemburjg,  Germany,  for  tlie 
year  1910,  if  he  can  do  it ;  and  if  not,  at  such  time  as  his  retirement 
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from  the  United  States  Steel  Corporation.  I  make  the  suggestions 
in  order  that  he  may  have  at  hana  such  data  as  may  be  necessary  at 
the  time  I  commence  the  examination. 

That  is  all,  Mr.  Young. 

Mr.  YoiTNO.  Shortly  before  the  examination  closed  the  other  night 
I  was  asking  you  in  regard  to  the  manner  in  which  the  price  of  steel 
rails  was  fixed  during  the  time  you  were  with  the  Carnegie  Co.  I 
will  ask  jou  the  question  first,  during  that  time  was^  there  any  com- 
petition  in  rails?    And  if  so.  state :what  the  competition  was. 

Mr.  Gayley.  There  has  always  been  competition  in  rails  between 
the  different  makers.  Various  railroads  have  almost  continuously 
had  their  supply  of  rails  from  the  same  works,  the  same  company, 
and  for  long  periods  the  price  of  rails  was  {)ractically  uniform. 
Then,  for  a  year  or  more  there  would  be  a  variation,  like  in  1897, 
when  we  had  a  sudden  drop  in  the  price  of  rails,  and  after  that  they 
steadied  down  to  a  uniform  price  of  $28  a  ton,  which  w;as  about  the 
average  price  prior  to  the  sudden  drop  in  1897. 

Mr.  Young.  What  caused  the  sudden  drop  of  rails  in  1897  ? 

Mr.  Gayley.  The  Illinois  Steel  Co.  suddenly  cut  the  price. 

Mr.  Young.  To  what;  do  you  remember? 

Mr.  Gayley.  At  that  time  the  cut  was  at  once  to  $17  a  ton. 

Mr.  Young.  From  what  price! 

Mr.  Gayley.  I  think  I  have  that,  Mr.  Young. 

Mr.  Babtlett.  $17  or  $17.50  ? 

Mr.  Gayley.  From  $28  a  ton. 

Mr.  LiNDABUBY.  I  think  he  said  $17. 

Mr.  Young.  The  cut  was  made  to  $17.  Was  there  any  warning 
that  this  would  be  done,  to  the  other  steel  manufacturers? 

Mr.  Gayley.  I  think  not. 

Mr.  Young.  Had  it  been  preceded  by  any  disagreement  between 
these  companies? 

Mr.  Gayley.  I  can  not  state  definitely  as  to  the  circumstances  that 
led  up  to  that  cut.  My  judgment  is  that  it  was  a  matter  of  retalia- 
tion lor  some  fancied  wrons  on  the  part  of  the  Illinois  Steel  Co. 

Mr.  Young.  It  was  the  iflinois  Steel  Co.  that  did  it,  I  understand  ? 

Mr.  Gayley.  It  was. 

Mr.  Young.  Who  did  they  think  had  wronged  them — if  you 
know? 

Mr.  Gayley.  I  presume  it  was  the  Carnegie  Steel  Co. 

Mr.  Young.  What  had  the  Carnegie  Steel  Co.  done  just  previous 
to  that  that  might  have  led  them  to  such  an  opinion  ? 

Mr.  Gayley.  I  can  not  tell  you.  I  had  just  at  that  period  left  the 
management  of  the  works. 

Mr.  Young.  The  Edgar  Thomson  works  ? 

Mr.  Gayley.  The  Edgar  Thomson  works — to  take  up  my  duties  in 
the  raw-material  end  of  the  Carnegie  Steel  Co.,  and  1  was  not  con- 
versant with  the  general  business  of  the  company. 

Mr.  Young.  Was  the  price  of  $28,  which  has  prevailed  from  about 
1899,  arrived  at  by  some  understanding  or  agreement  or  combination 
between  the  different  concerns  engaged  in  the  manufacture  of  rails? 

Mr.  Gayley.  It  represented,  as  far  as  I  understand  it,  an  equitable 
price  between  the  makers  of  rails  and  the  railroads.  It  represented 
an  equitable  price,  for  this  reason :  The  railroads  can  not  afford  to 
have  low  prices  on  rails  or  to  be  able  to  purchase  rails  near  to  the 
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cost  of  production.  Bails  is  the  only  product  of  our  steel  mills 
which  is  submitted  to  severe  tests  in  a  particular  way,  as  they  are 
used  entirely  for  transportation  of  freight  and  passen^rs,  and  life 
can  be  endangered  through  the  use  of  poor  rails;  and  it  is  of  the 
greatest  importance  that  the  price  of  rails  should  be  such  a  price  that 
will  enable  the  manufacturer  of  rails  without  question  to  turn  out  a 
substantial  and  reliable  article. 

Mr.  YoxTNG.  Was  this  understanding  as  to  the  price  of  $28  ar- 
rived at  at  some  meeting  between  the  railroads  and  the  steel  manu- 
facturers ! 

Mr.  Gayi^y.  That  I  can  not  tell.  I  was  not  in  that  end  of  the 
business. 

Mr.  YoiTKG.  Can  you  state  how  it  happened  that  all  of  these  dif- 
ferent manufacturers  and  all  of  these  railroads  arrived  at  practically 
the  same  conclusion  as  to  what  a  fair  price  for  steel  rails  was  I 

Mr.  Qatlmt.  Ever  since  steel  rails  were  first  made  in  this  coun- 
try there  has  been  a  practical  fraternal  feeling  among  the  rail  makers 
from  the  very  beginning.  There  has  been  a  fraternal  feeling  amone 
these  men  that  started  back  at  the  beginning  of  the  working  out  of 
the  steel  rail  in  the  development  of  the  Bessemer  process.  The 
various  managers  of  works  were  in  constant  intercourse,  and  owners 
were  in  constant  intercourse,  having  a  single  object  in  endeavoring 
to  make  with  the  Bessemer  process,  which  was  then  undeveloped,  the 
best  rail  that  it  was  possible  to  make,  and  there  has  always  been,  I 
tiiink,  an  unusual  freedom  of  intercourse  and  exchange  of  opinion 
starting  with  that  situation  with  regard  to  the  rail-making  inaustry. 

Mr.  1 OUNO.  This  exchange  of  opinion  related  also  to  the  price 
which  it  was  fair  to  charge  the  railroads? 

Mr.  Gaylby.  I  think  it  was. 

The  Ohairman.  Was  this  fraternity  of  which  you  speak  facili- 
tated by  the  indifference  of  the  railroads  to  the  price  per  ton  so  long 
as  it  was  a  constant  quantity? 

Mr.  Gayley.  I  do  not  know  that  I  quite  understand  that  question. 

The  (Jelairman.  This  fraternity  among  the  rail  makers,  this  dis- 
position to  a^ee  as  to  price  in  order  to  nimish  the  highest  grade  of 
rails  was  facilitated  by  the  indifference  of  the  railroad  companies  to 
the  cost  of  rails  so  long  as  they  knew  the  cost  and  knew  they  were 
getting  a  satisfactory  article? 

Mr.  liiNDABURY.  1  think  you  should  omit  the  word  "indifference," 
I  do  not  understand  that  he  knew  the  attitude  of  the  railroads. 

The  Chaismak.  I  am  asking  him  whether  that  was  the  attitude. 

Mr.  Gayley.  It  was  rather  a  recognition  that  such  a  price  would 
enable  the  steel  makers  to  produce  the  quality  of  rail  that  the  rail- 
roads demanded  for  their  service  and  traffic 

The  Chadkman.  And  the  railroads  never  haggled  with  you  about 
the  price  of  the  rails  ? 

Mr.  Gayley.  I  do  not  know  that  they  did;  but  I  was  not  in  that 
department  of  the  business  and  I  can  not  speak  with  authority. 

The  CHAiRiCAN.  That  is  all.    Excuse  me,  Mr.  Young. 

Mr.  Gabdner.  Did  I  understand  you  a  moment  ago  to  say  that  the 
rail  makers'  fraternity  after  the  war  of  1897  or  1898  was  over  met 
together  and  set  on  a  price  for  the  rails? 

Mr.  Gayley.  I  intended  to  say  that  from  the  beginning  of  making 
rails  this  fraternity  of  feeling  always  existed  among  the  rail  makers. 


868  UNITED  STATES  STEEL  OOBPOBATION. 

As  to  what  extent  that  continued  in  trade  relations  and  how  it  was 
affected  after  the  reduction  in  price  of  1897  I  am  not  able  to  tell. 

Mr.  Gabdnee.  What  I  wanted  to  set  at  in  mv  mind  is  this: 
Whether  the  agreement  which  restored  the  price  of  rails  was  baaed 
on  an  apportionment  of  the  amount  of  the  product  or  an  agreement 
as  to  the  price  at  which  the  product  shoula  be  sold.  I  understood 
you  to  say  a  little  while  ago  that  the  price  of  ttie  product  went  into 
that  agreement? 
,    Mr.  Gayley.  I  did  not  intend  to  say  that 

Mr.  Gardner.  Probably  I  misunderstood  you. 

Mr.  Gatlby.  Yes,  sir. 

Mr.  Gardner.  I  wanted*  to  get  at  that  question,  whether  the 
makers  of  steel  rails  agreed  to  the  proportionate  amount  of  steel  rails 
to  be  given  by  way  of  contracts  to  the  various  makers  of  steel  rails 
or  whether  in  doin^  that  there  was  some  price  more  or  less  fixed  on. 
You  see  the  gist  of  my  question?  If  you  remember,  steel  rails  went 
up  to  $32,  or  thereabouts,  in  1900. 

Mr.  Gayley.  As  I  said  before,  the  moving  element  to  the  adjust- 
ment at  $28  was  at  a  time  when  I  was  not  in  touch  with  that  end  of 
the  business,  and  I  can  not  tell  you  how  it  was  arrived  at. 

Mr.  Gardner.  Are  you  speaking  now  of  the  year  1901  ? 

Mr.  Gayley.  Of  the  adjustment  after  the  price  cutting  of  1897 
and  1898. 

Mr.  Gardner.  But  that  adjustment  did  not  fix  the  price  at  $28, 
the  average  price,  until  1901 — until  the  formation  of  the  United 
States  St^l  Corooration? 

Mr.  Gayley.  It  did  until  1901. 

Mr.  Gardner.  But  you  were  not  connected  with  the  setting  of  the 
price  when  it  became  steady  at  $28? 

Mr.  Gayley.  I  was  not. 

Mr.  Young.  Do  you  know  how  that  was  done? 

Mr.  Gayley.  I  do  not  know. 

Mr.  Young.  Do  you  know  whether  there  was  some  understanding 
among  the  manufacturers  of  steel  as  to  what  price  they  sHbuld  a^ 
the  railroads  before  the  Question  was  put  up  to  the  railroads  what 
they  wefe  willing  to  give* 

Mr.  Gayley.  As  a  matter  of  knowledse,  I  do  not.  I  only  know 
that  $28  was  considered  a  fair  price  to  the  steel  makers  and  accept* 
able  to  the  railroads. 

Mr.  Young.  Was  it  generally  understood  amon^  the  makers  of 
steel  'rails  shortly  before  that  price  was  made  that  that  was  to  be  the 
future  price  for  the  time  being? 

Mr.  Gayley.  That  I  can  not  tell  you. 

Mr.  Young.  I  will  ask  you  what  did  the  Edgar  Thomson  Steel 
Co.  manufacture  during  the  time  you  had  charge  of  the  works? 

Mr.  Gayley.  Principally  rails,  and  during  me  latter  part  of  the 
period  steel  billets. 

Mr.  Young.  Were  steel  billets  sold  or  were  they  all  consumed  by 
the  company? 

Mr.  Gayley.  Sold. 

Mr.  Young.  Did  the  price  of  steel  billets  remain  stationary  during 
the  time  you  were  in  charge  of  those  works? 

Mr.  Gayley.  I  do  not  mink  they  did,  but  I  have  not  any  data  to 
show  the  variation  in  price.  Steel  billets,  I  might  say,  went  up  and 
down,  as  all  steel  products  varied  in  price. 
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Mr.  YouKO.  What  other  companies  during  that  time  were  making 
steel  billets? 

Mr.  GAYuaT.  Jones  &  Lau^hlin  were  making  billets.  The  Du- 
<]^uesne  Works  of  the  Cameffie  Steel  Co.  were  making  billets,  and 
likewise  .the  Homestead  Steel  Co.    Thev  were  made  in  Chicago. 

Mr.  YouNo.  By  the  Illinois  Steel  Co.  i 

Mr.  Oatubt.  The  Illinois  Steel  Co.  They  were  made  in  Cleveland 
and  Youngstown. 

Mr.  Young.  By  what  concern  ? 

Mr.  Gatley.  The  Steel  &  Wire  Co.,  the  National  Steel  Co.,  and 
the  Illinois  Steel  Co. 

Mr.  Yoima.  During  that  time  can  you  state  whether  or  not  there 
was  competitidn  in  steel  billets  t 

Mr.  Gati^t.  Yes ;  there  was  competiti<Hi.  There  is  always  com- 
petition in  steel  billets.  There  has  been  competition  in  all  the  prod- 
ucts of  steel,  and  always  will  be. 

Mr.  Young.  Has  that  related  only  to  certain  times,  or  has  it  been 
common  to  all  periods  ? 

Mr.  Gayubt.  I  would  say  that  it  is  common  to  all  jieriods. 

Mr.  YouKG.  Is  it  not  true,  Mr.  Gsnrley,  that  at  times,  up  to  the 
formation  of  the  United  States  Steel  Corporation,  the^  manufacturers 
of  these  various  products  got  together  and  fixed  upon  the  price  of 
certain  products,  sometimes  they  called  them  pools,  in  which  fines 
were  imposed  for  violation  of  the  agreement? 

Mr.  Ga  YUBY.  I  understand  they  £d. 

Mr.  Young.  Did  you  have  anything  to  do  with  any  of  those  agree- 
ments? 

Mr.  Gaylby.  Personally,  no. 

Mr.  Young.  Do  you  know  whether  the  Carnegie  Steel  Co.  was  a 
party  to  such  agreemente ! 

Mr.  Gayi^by.  I  imagine  that  they  were  certainly  parties  to  all 
agreements  made  at  that  time. 

Mr.  Young.  They  were  very  large  manufacturers,  were  they  not,  a 
very  large  factor  in  the  business? 

Mr.  Gayi-by.  They  were. 

Mr.  Young.  And  an  agreement  which  left  them  out  would  not  have 
amounted  to  much  ? 

Mr.  Gaymsy.  It  would  not. 

Mr.  Young.  Do  vou  know  who  it  was  of  the  men,  or  what  body  it 
was,  that  imposed  nnes  for  violations  of  these  agreements  ? 

Mr.  Gayuht.  I  do  not  know. 

Mr.  Young.  Do  jou  know  to  whom  the  fines  went? 

Mr.  Gayijby.  I  unagine  they  were  divided  pro  rata  according  to 
their  allotment. 

Mr.  Young.  Do  you  know  that? 

Mr.  Gayuby.  I  want  to  state,  Mr.  Young,  that  I  had  personally 
nothing  to  do  with  the  creation  or  the  operation  or  the  conduct  of 
that  part  of  the  business. 

Mr.  Young.  I  understand  that.  I  was  simply  asking  what  knowl- 
e^e  you  had. 

Mr.  Gaboner.  My  object  in  su^msting  the  questions  to  Mr.  Young 
was  to  find  the  name  of  an  individual  whom  we  could  call  before  us 
and  make  these  inquiries  of.  Now,  do  you  know  the  name  of  the 
treasurer  to  whom  the  check  was  drawn  ? 


870  UNITBD  STATES  STEBL  COBPOBATION. 

Mr.  Gatubt.  I  do  not 

Mr.  Oabdner.  Do  you  know  where  we  can  get  that  information ! 

Mr.  Gayuet.  From  Mr.  Schwab :  he  might  give  it  to  you. 

Mr.  GARDiniiL  Do  yon  know  anybody  elid  except  Mr.  Schwab? 

Mr.  GrATiiEnr.  Perhaps  Mr.  Peacock. 

Mr.  Gakdner.  What  is  his  full  name? 

Mr.  Gaylet.  E.  A.  Peacock,  I  thuik. 

Mr.  Gabdneh.  Do  you  know  anybody  else  besides  Mr.  Sdiwab  and 
Mr.  Peacock  who  could  give  the  information  ? 

Mr.  Gaylby.  I  can  not  recall  now. 

Mr.  Young.  Did  Mr.  Schwab  have  charge  of  the  selling  of  the 
products  of  the  Camegde  Steel  Co.  to  a  large  extent  ? 

Mr.  Gayley.  He  had  general  direction.  Mr.  Peacock  was  the  vice 
president  and  g^eral  manager  of  sales. 

Mr.  Young.  What  did  Mr.  Schwab  have  to  do  with  it? 

Mr.  Gayuby.  He  was  president  and  had  general  supervision  of  all 
branches  of  the  business  of  the  Carnegie  Steel  Co. 

Mr.  Young.  Do  you  remember  during  what  years  Mr.  Schwab 
was  president  of  the  company? 

Mr.  Gaylby.  I  think  it  was  in  1898  that  he  became  president. 

Mr.  Young.  And  he  contihued  until  the  property  was  bou^t  by 
the  United  States  Steel  Corporation? 

Mr.  Gayxey.  He  continued  until  it  became  a  part  of  the  United 
States  Steel  Corporation. 

Mr.  Babtlbtt.  And  then  became  president  of  the  United  States 
Steel  Corporation? 

Mr.  Gaylby.  Yes,  sir. 

Mr.  Young.  During  the  existence  of  the  United  States  Steel  Cor- 
poration up  to  the  time  you  ceased  to  be  vice  president,  was  there  or 
was  there  not  competition  between  that  company  and  other  companies 
in  general  steel  products? 

Mr.  Gayley.  There  is  always  competition  in  any  steel  business. 
Competition  is  not  simply  cutting  prices.  There  is  a  natural  compe- 
tition between  companies  by  reason  of  the  location  of  the  works. 
Works  located  in  a  certain  territory,  which  territory  has  been  chosen 
as  a  vantage  ground,  can  compete  a^inst  anybody  in  that  territory. 
There  is  always  competition  throu^out  the  iron  and  steel  businc^ 
bj  reason  of  the  raw  material  controlled  which  makes  different  quali- 
ties of  steel  and  iron.  Now,  there  is  as  much  variety  in  the  kinds  of 
steel  as  there  are  shades  of  color.  There  is  competition  in  the  quality 
of  steel  through  the  manufacture — ^the  different  heating  treatments, 
different  processes  of  making  steel — and  then  there  is  competition  in 
various  lines  of  steel  in  the  shapes  that  mills  make.  Different  mills 
do  not  make  the  same  shapes,  just  like  pipe  foundries  do  not  make  all 
the  s^me  sizes  of  pipe,  and  one  has  no  competition  in  certain  lines 
and  another  in  certain  lines.  There  is  always  competition  ^ing  on 
in  the  business. 

Mr.  Young.  You  spoke  of  competition  existing  because  of  location, 
and  said  that  there  were  certain  sections  surrounding  a  steel  plant 
where  nobody  could  compete  with  it.  Is  that  because  of  the  natural 
conditions,  freight  rates,  etc.,  or  is  it  because  there  was  some  under- 
standing or  agreement  between  owners  of  the  various  plants  that 
each  control  a  certain  territory? 
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Mr.  6ayl£y.  I  think  every  works  is  located  primarily  because  it 
is  presumed  to  have  oertain  natural  advantages,  and  that  alone — 
advantages  for  the  assembling  of  material,  cost  of  manufacture,  sup* 
ply  of  labor^  and  the  distribution  of  product. 

Mr.  Young.  Has  that  been  supjuemented,  to  your  knowledge, 
with  agreements  as  to  territory,  since  1901? 

Mr.  Gatlby.  I  have  never  heard  agreements  spoken  of  as  apply- 
ing to  territory,  but  as  to  percentage  of  business  largely  based  on  the 
productive  efficiency  of  the  parties  to  the  agreement. 

Mr.  Young.  Do  you  mean  that  there  have  been  agreements  that 
each  of  the  concerns  should  have  a  certain  percentage  of  the  busi- 
ness^ something  like  a  pooling  agreement  among  railroads? 

Mr.  GAYiiEY.  That  is  my  entire  understanding  of  it. 

Mr.  Young.  Have  those  jgone  to  the  extent  of  providing  that  if 
one  company  did  not  get  its  proportion  under  the  understanding 
that  it  should  at  least  have  the  profit  on  the  business  it  should  have 
done? 

Mr.  Gaylby.  That  is  my  understanding  of  the  way  they  were 
managed. 

Mr.  Young.  Have  agreements  of  that  kind  been  in  force  during 
the  last  10  years? 

Mr.  Gayley.  I  have  never  heard  of  any. 

Mr.  Young.  When  was  the  time  when  such  agreem^its  were  in 
force? 

Mr.  Gayuby.  Prior  to  1900. 

Mr.  Young.  Did  these  agreements,  according  to  your  knowledge, 
ertend  backward  from  about  1900  over  a  considerable  period;  and 
if  so,  what  was  that  period? 

Mr.  Gayi^by.  I  can  not  tell  you  what  period  that  would  cover. 

Mr.  Young.  You  state  that  since  about  1901  that  you  have  not 
known  of  the  existence  of  any  ^ch  agreements? 

Mr.  Gayuby.  I  have  not  knowledge  of  any,  nor  have  I  heard  them 
spoken  of. 

Mr.  Young.  Was  that  change,  in  your  judgment,  caused  by  the 
orsanization  of  the  steel  company? 

Mr  Gaylby.  It  may  have  been  the  natural  result  of  it 

Mr.  Young.  Was  it  the  natural  result  because  it  was  no  longer 
necessary  to  have  agreements  of  that  kind  ? 

Mr.  Gaylby.  There  is  no  necessity  of  agreements  during  periods 
when  business  is  good  and  there  is  enough  for  everybody  without 
a^-eements.  Agreements,  jou  must  remember,  were  to  keep  the 
prices  up  and  to  prevent  disastrous  competition  in  prices,  and  they 
became  inoperative  when  the  steel  business  increasea  to  such  an  ex- 
tent that  &ere  was  business  for  all. 

Mr.  Young.  There  was  a  considerable  period  of  depression  in  the 
steel  business  in  1907,  was  there  not? 

Mr.  Gaylby.  Yes,  sir;  there  was. 

Mr.  Young.  Would  not  the  necessity  arise  at  that  time  for  some 
sort  of  an  agreement  ? 

Mr.  Gaylby.  Did  the  necessity  arise"? 

Mr.  Young.  Would  it  not  necessarily  arise  ? 

Mr.  Gaylby.  It  did  not ;  there  were  none. 
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Mr.  Young.  If  it  did  not  arise,  then,  was  it  because  the  dominance 
of  the  Steel  Corporation  was  sudi  as  to  render  any  agreement  un- 
necessary? 

Mr.  Gatley.  No ;  I  do  not  understand  it  that  way.  By  dominance 
I  construe  your  question  to  mean  the  effective  power  of  the  Steel 
Corporation? 

Mr.  Young.  Yes,  sir. 

Mr.  Gatley.  Not  at  all.  It  was  done  through  the  influence  of  the 
corporation,  but  not  its  dominating  position  in  the  trade. 

Mr.  Young.  It  was  about  that  time,  as  I  understand  it,  that  the  so- 
called  G^rry  dinners  began  ? 

Mr.  Gatley.  In  1907? 

Mr.  Young.  Yes,  sir. 

Mr.  Gatlet.  Yes,  sir. 

Mr.  Young.  Was  there  any  discussion  and  conference  among  the 
steel  men  at  that  time  as  to  the  advisability  of  setting  together  in 
some  such  informal  way  as  these  dinners  presented  before  the  first  of 
the  dinners  was  given  ? 

Mr.  Gatlet.  No.  I-  think  the  ori^n  of  these  dinners  came  about 
in  this  way.  Judge  Garry  had  associated  with  him  as  officers  of  the 
United  States  Steel  Corporation  men  who  were  brought  up  in  the 
atmosphere  of  strong  competition.  Judge  Gary  promulgated  the 
idea  that  the  time  had  gone  by  for  this  fierce  competition,  that  there 
was  nothing  to  be  gained  by  it,  and  he  did  not  believe  simply  because 
trade  slackened  that  we  should  go  into  the  market  and  dump  our 
products^  on  the  market.  He  started  out  by  presenting  this  idea  to 
his  associates.  We  used  to  lunch,  the  officers  ox  the  SteefCorporation, 
in  the  building,  and  that  was  an  occasion  for  discussing  a  great  many 
propositions  relating  to  the  iron  and  steel  business.  I  was  orouj^ht  up 
in  a  different  school,  and  I  must  confess  that  I  did  not  receive  his 
ideas  very  favorably.  I  was  brought  up  in  the  school  of  keen  compe- 
tition  and  price-cutting  in  the  days  of  the  Carnegie  Steel  Co.,  when 
trade  slackened  to  go  out  and  get  the  business  and  keep  our  mills 
running,  but  I  be^n  to  see  personally  that  Judge  Gary's  proposition 
was  a  good  one.  The  situation  had  (Uianged  since  the  Steel  Corpora- 
tion had  formed. 

We  used  to,  before  that,  be  able  to  go  up  to  the  large  ore  holdings 
in  Minnesota,  for  instance,  to  the  Rockefeller  interests,  to  the  lumber 
interests  there,  and  we  could  always  lease  an  additional  ore  proposi- 
tion, thev  were  always  available;  but  after  the  formation  of  the 
United  States  Steel  Corporation  those  properties  were  all  taken  up 
by  different  people,  manufacturers  of  steel  m  this  country,  to  a  very 
lar^e  extent  by  the  independent  steel  makers,  and  the  Mesjbi  Range 
which  holds  a  great  body  of  ore  for  this  country,  is  a  formation  that 
ou  can  accurately  determine  the  amount  of  ore  in  those  deposits. 

e  all  knew  just  exactly  what  we  had,  and  it  seemed  to  me  and  to 
others  that  it  was  not  a  desirable  thin^  to  throw  away  this  valuable 
ore  without  profit.  A  ffood  many  directors  of  the  United  States 
Steel  Corporation  coincided  with  Judge  Gary  in  this  view. 

At  tiie  first  dinner — I  remember  that  very  well — Jud^  Gary,  as 
my  recollection  ^oes  back  to  that  time,  laid  before  the  various  malrers 
of  irto  and  steel  who  were  assembled  there  the  fact  that  we  should 
look  at  things  from  a  different  standpoint,  that  there  was  nothing  to 
be  gained  from  price-cutting,  that  the  corporation  intended  to  main- 
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tain  its  prices,  and  that  it  did  not  intend  to  go  out  into  the  market 
as  a  powerful  corporation  before  that  had  done  and  cut  prices  and 
insist  on  running  its  own  works  to  the  detriment  of  others,  that  it 
intended  to  maintain  its  prices  and  to  stand  for  stability  in  prices. 
Tlie  influence  of  the  Steel  Corporation  taking  this  position  and  the 
corporation  with  high-managing  ability,  equiped  witn  the  best  metal- 
lurgists and  mechanical  engineers  in  this  country,  the  influence  of 
its  hoard  of  directors,  men  who  were  influential  and  successful  in 
various  branches  of  business  and  of  wide  experience,  the  influence  of 
the  Steel  Corporation  taking  that  position  was  influential  in  con- 
vincing these  various  other  makers  of  steel  that  it  was  a  wise  policy 
to  follow. 

Mr.  Young.  When  was  this  first  dinner  held  ? 

Mr.  Gayuby.  I  can  tell  you  exactly— November  20, 1907. 

Mr.  Young.  That  was  after  the  panic? 

Mr.  Gaymsy.  Yes,  sir ;  or  during  the  trade  depression. 

Mr.  Young.  It  was  during  the  depression,  but  the  so-called  panic 
was  practically  over  at  that  time — the  disturbance  in  New  York! 

Mr.  Gayiby.  That  was  the  first  week  in  November. 

Mr.  Babtlbtt.  You  say  that  the  panic  was  in  the  first  week  in 
November? 

Mr.  Gaylby.  That  is  my  recollection. 

Mr.  Bastlett.  And  it  lasted  from  the  1st  until  about  the  7th? 

Mr.  Gaylby.  About  that  time. 

Mr.  LiNDABURY.  I  think  it  besan  in  October. 

Mr.  Gardner.  You  stated  that  Mr.  Gary  announced  it  as  his 
jud^ent  that  the  United  States  Steel  Corporation  would  maintain 
their  prices? 

Mr.  Gayuby.  That  was  their  purpose. 

Mr.  Gardner.  Just  what  did  that  mean?  Did  it  mean,  for  in- 
stance, that  if  some  other  company  cut  the  price  to  $26  a  ton  for 
rails  that  the  United  States  Steel  Corporation  would  still  maintain 
the  price  at  $28  per  ton? 

Mr.  Gayusy.  That  is  my  understanding. 

Mr.  Gardner.  Why  was  it  that  no  company,  in  order  to  run  their 
works  fully,  knowing  that  the  United  States  Steel  Corporation  would 
not  follow  them  in  the  cut,  why  did  not  somebody  cut  the  price  of 
steel  rails  if  it  was  generally  understo6d  to  be  the  policy  of  the 
United  States  Steel  Corporation  not  to  meet  that  competition? 

Mr.  Gayley.  Simply  because  they  did  not  want  to  give  the  valu- 
able raw  material  away  at  a  minimum  amount  of  profit.  That  is  the 
best  answer  I  can^ve  you. 

Mr.  Gardner,  i  ou  never,  for  instance,  heard  anybodv  sav  that 
the  influence  of  the  rail  makers  was  so  great  with  the  railroads  that 
they  would  get  their  proportionate  share  of  the  business  at  the 
greater  price,  $28  a  ton!  Did  not  every  steel  maker,  as  a  matter  of 
fact,  know  that  if  he  maintained  his  price  at  $28  he  would  get  his 
proportionate  ^are  of  the  business  according  to  the  capacity  of  his 
plant  ?- 

Mr.  Gayley.  According  to  the  capacity  of  his  plant  and  in  the 
present  day  as  to  the  character  of  rail  he  was  producing. 

Mr.  Gardner.  You  mean  between  Bessemer  and  open-hearth  rails? 

Mr.  Gayley.  Yes,  sir. 
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Mr.  Gabdneb.  In  other  words,  the  reason  why  a  man  did  not  cut 
the  price  was  he  said:  ^'If  I  cut  the  price,  even  though  the  Steel 
Corporation  may  not  follow  it,  nevertheless,  if  I  can  set  $28  a  ton 
on  a  lesser  amount  of  product  and  make  $4  a  t<m  it  is  better  than  to 
make  only  $2  on  a  smaller  amount  of  product  ^  ? 

Mr.  6AYI4BT.  Are  you  speaking  of  the  steel  makers  or  the  railroads  ? 

Mr.  Gardner.  The  rail  maker.  For  example,  we  will  suppose — 
what  would  be  the  product  of  the  Maryland  Steel  Co.,  for  example ; 
what  is  their  capacity  in  rails? 

Mr.  Gayley.  One  thousand  tons  a  day. 

Mr.  Gardner.  We  will  suppose  that  they  can  make  it  for  $24 — ^it 
does  not  make  any  difference,  call  it  $24.    Now,  they  say : 

Our  share  is  only  600  tons.  If  we  cut  the  price  from  $28  to  $26  then  we  can 
sell  1,000  tons,  bnt  we  will  only  make  $2  a  ton  on  each  of  thosd  1,000  tons, 
whereas  if  we  adhere  to  the  $28  price  we  wiU  make  $4  a  ton.  Of  course,  it  is 
a  good  deal  cheaper  for  us  to  produce  500  tons  than  to  produce  1,000  tons,  and 
we  will  make  just  as  much  money. 

Did  you  ever  hear  any  proposition  stated  at  all  in  that  wcty  ? 

Mr.  6AYI4EY.  No.  The  proposition  is  not  clear  to  me.  As  I  under- 
stand your  question  it  is  that  it  would  be  no  more  profitable  to  cut  the 
price  and  get  a  thousand  tons  than,  under  the  o^er  view,  to  make 
500  tons  a  day  with  double  the  profit.  The  maker  is  making  no  more 
mone^,  and  he  is  wasting  his  raw  material  and  wearing  his  machinery 
out  without  making  any  more  profit 

Mr.  Gabdker.  That  is  what  I  meant  to  ask.  In  your  opinion,  is 
that  true  that  that  was  the  controlling  reason  f 

Mr.  GatIiBT.  It  would  have  been  no  advantage  to  the  maker  to 
have  doubled  his  product  and  make  the  same  amount  of  money  and 
exhaust  his  valuable  raw  material,  which  later  on  he  could  not  turn 
into  more,  profit 

Mr.  Gardneb.  Probably  he  said  to  himself : 

What  is  the  use  of  making  a  thousand  tons  when  I  can  get  a  relatively 
greater  amount  of  profit  by  making  500  tcms,  and  I  will  be  jnst  as  well  off  or 
better  off  In  the  long  run. 

Is  that  vour  view  ? 

Mr.  Gaylby.  He  would  be  quite  as  well  oflF. 

Mr.  Gardner.  Did  not  the  very  fact  that  a  rail  maker  reasoned  that 
way  show  that  he  was  aware  that  the  purchasers  of  steel  rails  would 
award  him  a  contract  for  500  tons? 

Mr.  Lindabury.  Let  me  call  the  examiner's  attention  to  the  fact 
that  Mr.  Gayley  has  not  testified  that  he  reasoned  that  way.  He  does 
not  know  how  they  reasoned.  The  question  assumes  that  the  witness 
has  stated,  as  a  matter  of  fact,  that  men  did  reason  that  way,  which 
I  suggest  he  has  not  done. 

Mr.  Gardner.  My  question  was  whether  he  had  heard  of  anyone 
who  reasoned  that  way.  I  am  not  positively  sure  that  he  answered 
that  in  the  affirmative. 

Mr.  Gayley.  I  simply  looked  at  it  from  the  standpoint  of  what 
would  appeal  to  the  rail  makers  as  the  best  proposition. 

Mr.  GARDNER.  As  a  matter  of  fact,  do  you  know  any  instance  where 
it  did  appeal  to  them  f 

Mr.  GrAYLEY.  I  do  not  not.  I  am  simply  answering  your  question 
from  my  experience  in  connection  with  the  steel  business. 
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Mr.  Gabdner.  That  is,  a  rail  maker  would  say  to  himself,  ^'  I  know 
that  the  railroads  will  apportion  their  orders  for  rails  according  to 
our  product,  and  therefore  it  will  pay  me  to  restrict  my  product  and 
get  a  larger  price  for  it,"  and  the  question  I  asked  you,  to  which  Mr. 
Lindabury  objected— and  I  think  very  properly,  if  you  had  not 
previously  answered  in  the  affirmative — was  ii  that  was  so,  did  it  not 
suffsest  an  agreement  among  the  railroads  to  prorate  their  orders? 

Bir.  Gatlet.  I  can  not  imagine  that  that  is  the  case,  Mr.  Gardner, 
from  this  fact:  That  during  these  periods  of  price  cutting  in  rails, 
which  generally  began  as  a  matter  of  retaliation,  there  were  very 
few  changes  in  the  tonnage  of  rails  or  in  placing  of  orders  by  the 
railroads.  The  railroads  place  orders  with  the  makers  where  they 
are  used  to  place  them  for  vears;  and  a  rail  mill  ordinarily  has 
amon^  the  suDstantial  lines  of  the  railroads  in  this  country  a  special 
lot  of  customers.  Certain  railroads,  as  I  said  the  other  day,  dis- 
tribute their  tonnage  among  two  dr  three  mills  in  a  certain  propor- 
tion, and  other  trunk  lines  do  the  same. 

Mr.  Gabdner.  In  your  opinion,  so  long  as  the  maker  of  rails  ad- 
heres to  the  $28  price,  is  he  in  any  danger  of  having  the  proportion- 
ate share  of  his  orders  cut  down? 

Mr.  Lindabury.  I  do  think,  if  the  examiner  please,  that  it  is  not 
a  question  for  this  witness,  because  thi?  witness  appears  never  to 
have  had  amr  connection  with  the  selling  department  of  any  steel 
works ;  and  I  can  not  see,  therefore,  that  he  can  have  any  information 
that  is  worth  any  more  than  you  or  I,  or  any  of  the  public,  on  this 
question,  and  I  suppose  that  you  would  not  think  nis  opinion  of 
value  unless  he  had  special  knowledge.  For  this  reason  I  do  not 
object  further  than  to  make  the  suggestion  to  the  examiner  that,  if 
he  still  thinks  this  witness  has  shown  any  knowledge  which  makes 
his  opinion  w(»rth  taking  on  that  subject,  I  will  not  persist  in  the 
obiection. 

Mr.  Gaylet.  I  have  no  knowledge  whatever  of  there  being  any 
apportioning  of  the  steel  rail  requirements  of  the  country. 

Mr.  Bartlett.  There  is  no  question  about  an  agreement  being 
made  some  time  in  1897  to  1899,  between  all  the  makers  of  steel  rails, 
as  to  the  price? 

Mr.  Young.  In  what  year,  Mr.  Bartlett? 

Mr.  Bartlett.  From  1897  to  1899. 

You  have  already  testified  that  there  was  an  agreement  as  to  the 
price  of  steel  rails  amongst  all  of  the  manufacturers  of  steel  in  the 
United  States,  fixing  the  price  at  $28? 

Mr.  Gayi^y.  I  have  testified  that  $28  was  determined  on  as  the 
price. 

Mr.  Bartlett.  Between  whom? 

Mr.  Gayley.  The  makers  and  the  railroads. 

Mr.  Bartlett.  All  the  makers  and  the  railroads? 

Mr.  Gaylby.  Yes,  sir. 

Mr.  Bartlett.  That  was  prior  to  the  formation  of  the  United 
States  Steel  Corporation? 

Mr.  Gayley.  It  was. 

Mr.  Bartlett.  That  agreement,  whether  made  in  writing  or 
verbal,  or  a  mutual  understanding — ^what  was  the  penalty,  if  any- 
thing, if  violated? 
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Mr.  Gatust.  I  can  not  tell  you ;  I  do  not  know.  I  have  already 
stated  that  I  was  not  a  party  to  the  making  or  carrying  out  of  any 
agreement 

Mr.  BABTiiEiT.  The  keeping  of  the  price  at  $28  has  generally  been 
observed  by  the  rail  makers,  has  it? 

Mr.  Oatuby.  Since  1901. 

Mr.  YouNO.  Now,  Mr.  Gayley,  we  will  return  to  the  sabject  of 
these  Qbij  dinners.  You  have  stated  that  you  attended  the  firat 
one.    YIThen  was  the  next  one  you  attended? 

Mr.  Oaylby.  The  next  one — ^I  will  just  give  them  to  you  for 
1908— January  SO,  1908,  April  2, 1908,  and  December  10, 1908. 

Mr.  YoTTKO.  There  were  three  that  year? 

Mr.  Qaylbt.  Yes,  sir. 

Mr.  Young.  And  vou  attended  all  of  them  t 

Mr.  Gatuby.  I  dicL 

Mr.  Young.  What  was  the  sbbject  of  the  discussion  at  those 
dini^rs? 

Mr.  Gayley.  It  occupied  a  very  wide  range,  a  very  wide  range. 

Mr.  Young.  Did  it  include  the  subject  of  prices! 

Mr.  Gayley.  I  never  heard  prices  mentioned  at  one  of  those 
dinners. 

Mr.  Young.  You  mean  \>j  that  that  you  never  heard  a  definite 
price  talked  of  for  billets  or  bars  or  plates  or  anything  of  that  kind  f 

Mr.  Gayley.  That  is  it. 

Mr.  Young.  The  general  subject,  however,  of  prices  was  discussed 
at  these  dinners  in  1908,  was  it  not  t 

Mr.  Gayuby.  Very  little.  It  was  discussed  at  the  first  dinner.  The 
ran^  of  topics  touched  on  was  very  wide.  For  instance^  there  were 
various  committees  appointed — committees  on  the  abolition  of  Sun- 
day labor,  committees  on  the  care  and  safety  of  workingmen,  and  I 
remember  the  speaker  at  one  time  devoted  himself  to  the  ship  subsidy 
bill.  It  covered  a  wide  range  of  topics.  At  subsequent  dinners  there 
was*  reference  made  to  the  publicity  that  was  given  to  each  and  every 
one's  views  and  their  understanding  to  be  frank  and  open  with  each 
other,  how  well  it  worked  out,  in  practice,  and  what  oenefit  it  had 
been  to  securin^business  always  in  the  open. 

Mr.  Young.  Was  not  the  subject  discussed  of  the  importance  of 
avoiding  ruinous  competition? 

Mr.  GayIjBY.  As  I  said,  it  was  stated  that  the  stabilitv  of  relations 
amongst  the  steel  companies  was  advantageous  and  could  not  but  help 
be  advantageous.  It  had  done  something  which  is  extremely  valuable 
in  any  industry.  It  had  brought  the  various  heads  of  steel  corpora- 
tions to  know  each  otiier  personally.    That  was  a  great  advantage. 

Mr.  Young.  Judge  Gary  in  his  testimony  spoke  of  one  of  the  ob- 
jects to  be  attained  by  these  dinners,  and  that  was  a  knowledge  by 
each  of  what  the  others  were  doing.  I  think  he  used  that  phrase,  the 
means  of  knowinfi;  what  the  others  were  doing.  Well,  now,  under 
that  general  head,  did  ^ou  discuss  the  amount  which  each  concern 
was  producing  in  the  different  lines? 

Mr.  Gayley.  Oh,  I  never  heard  that. 

Mr.  Young.  Was  there  any  discussion  as  to  the  price? 

Mr.  Gayley.  I  never  heard  any  discussion  tnere  of  details  of 
manufacturing  or  selling. 

Mr.  Young.  Now,  you  attended  the  dinners  after  1908  ? 
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Mr.  Gatlby.  No;  I  did  not 

Mr.  YouKO.  The  latter  dinners  you  did  not  attend } 

Mr.  Qaylet.  I  was  no  longer  a  oirector  or  officer  of  the  corporation. 

Mr.  Young.  When  did  yoU  cease  to  bet 

Mr.  Gayust.  The  last  dinner  in  December,  1906. 

Mr.  Yoimo.  Your  connection  ended? 

Mr.  GATI4BT.  My  connection  with  the  corporation  ceased;  I  re- 
sided and  retired  on  January  1,  1909. 

Mr.  Young.  Since  that  time  have  you  had  any  official  connecticm 
with  the  corporation? 

Mr.  Gatlet.  No;  none  whatever. 

Mr.  Young.  You  stated  just  before  the  examination  closed  the  other 
evening  when  you  were  on  the  stand  tibat  your  duties  as  vice  presi- 
dent rdated  to  the  raw  products  in  which  the  company  was  dealing? 

Mr.  Gaylkt.  Yes,  dr. 

Mr.  Young.  Will  you  tell  us  a  little  more  specifically  and  at  large 
just  what  those  duties  were  and  what  they  included  ? 

Mr.  Gatubt.  They  included  primarily  the  procuring  and  a^m- 
blinc;  at  the  works  of  the  raw  material,  and  that  meant  a  supervision 
of  their  mines,  their  coal  interests,  and  the  limestone,  their  railroads, 
and  steamships,  simply  a  general  supervision  in  order  to  insure  their 
working  together  in  harmony  in  the  vast  amount  of  material  neced* 
sary  for  the  use  of  the  corporation's  works. 

Mr.  Young.  You  had  works  in  a  good  many  different  places? 

Mr.  Gaylbt.  We  did. 

Mr.  Young.  And  you  had  supervision,  among  other  things,  of  see- 
ing that  the  raw  material  was  assembled  at  the  right  places  and  in 
the  right  quantities  for  each  plant  ? 

Mr.  Gaylet.  And  in  the  nght  grades. 

Mr.  Young.  Who  had  the  immediate  supervision  of  the  ore-mining 
properties  ? 

Mr.  Gaylet.  Mr.  T.  F.  Cole  was  president  of  the  Oliver  Iron 
Mining  Co.,  which  looked  after  all  the  operating. 

Mr.  Young.  Were  all  of  the  ore-mining  operations  of  the  Steel 
Corporation  conducted  through  the  Oliver  Iron  Mining  Co.  ? 

Mr.  GAYiiBY.  They  were. 

Mr.  Young.  In  the  very  early  days  a  part  of  that  was  done  through 
the  Minnesota  Iron  Co.,  was  it  not? 

Mr.  Gayley.  The  Federal  Steel  Co. — ^perhaps  I  did  not  under- 
stand your  *  question. 

Mr.  Young.  In  the  earliest  days  of  the  Steel  Corporation  ? 

Mr.  Gayuby.  No.  As  soon  as  possible  after  the  organization  of 
the  Steel  Corporation  the  Oliver  Iron  Mining  Co.  became  the  operat- 
infi"  company. 

Mr.  Young.  But  that  did  not  occur  immediately,  did  it  ? 

Mr.  Gaylby.  No  ;  naturally. 

Mr.  Young.  It  took  a  little  time  ? 

Mr.  Gayley.  As  soon  as  it  could  be  made  effective. 

Mr.  Young.  Is  Mr.  Cole  still  in  charge  of  those  mining  operations? 

Mr.  Gayley.  No;  he  is  not 

Mr.  Young.  Who  is? 

Mr.  Gayley.  Mr.  W.  J.  Olcott. 

Mr.  Young.  His  office  is  in  Duluth  ? 

Mr  Gayley.  In  Duluth. 
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Mr.  TouNO.  He  now  has  charge  of  all  of  the  ore-mining  opera- 
tions? 

Mr.  Gayubt.  He  has. 

Mr.  Young.  Do  you  know  what  Mr.  Cole's  address  is? 

Mr.  Gaylet.  Duluth,  Minn. 

Mr.  YouNQ.  Who  had  charge  of  the  operaticxis  of  the  I^uluth  & 
Iron  Range  Railroad? 

Mr.  Gayosy.  Mr.  F.  E.  Hughes. 

Mr.  Young.  And  who  had  charge  of  the  operations  of  the  Duluth, 
Missabe  &  Northern  Railway? 

I^.  GayiiEY.  Mr.  Olcott  was  president  and  Mr.  W.  A.  McGonigal 
was  vice  president,  and  I  think  he  is  now  president 

Mr.  Young.  Mr.  Hughes  is  still  in  charge  of  the  Duluth  &  Iron 
Range? 

Mr.  Gayley.  Of  the  Duluth  &  Iron  Range  Road. 

Mr.  Young.  Who  had  charge  of  the  fixing  of  the  rates? 

Mr.  Gaymjy.  When? 

Mr.  Young.  During  the  time  that  you  were  in  charge  of  the  busi- 
ness of  the  Steel  Corporation — the  rates  on  these  two  railroads? 

Mr.  Gayley.  They  were  fixed  a  long  time  before. 

Mr.  Young.  I  call  your  attention  to  a  publication  entitled  The 
Iron  Ores  of  Lake  Superior,  compiled  by  Crowell  &  Mhrray,  chem- 
ists and  metallurgists,  of  Cleveland,  Ohio,  and  published  by  the 
Penton  Publishing  Co.,  of  Cleveland,  in  1911.  Is  mis  regarded  as  a 
reliable  source  of  statistical  information? 

Mr.  Gayuby.  It  depends  upon  where  he  got  his  data. 

Mr.  LiNDABUBY.  Tnat  has  not  been  introduced  before,  has  it,  or 
referred  to? 

Mr.  Young.  No.    I  have  referred  to  it  once  or  twice, 

Mr.  LiNDABUBY.  Oh,  did  you  ? 

Mr.  Young.  Yea 

Mr.  Gayley.  You  want  to  know  what? 

Mr.  Young.  I  want  to  know  if  it  is  a  reliable  source  of  informa- 
tion? The  tables  to  which  I  refer  you  especially  are  on  pages  24 
and  25,  relating  to  rates. 

Mr.  LiNDABUBY.  I  suppose  the  primary  question  would  be  whether 
he  is  acquainted  with  the  book.    If  he  never  heard  of  it  before 

Mr.  Young.  I  will  ask  that  in  a  moment. 

Mr.  LiNDABUBY.  Is  it  something  well  recognized  ? 

Mr.  Young.  Those  tables  are  the  same  tables  that  ate  used  by 
everybody.  I  happen  to  have  them  in  there,  and  do  not  have  them 
in  anything  else. 

Mr.  LiNDABUBY.  I  do  not  know  anjrthinc  about  it. 

Mr.  Young.  They  are  the  same  tables  which  occur  in  all  the  publi- 
cations on  the  subject. 

Mr.  Gayley.  The  rates 

Mr.  LiNDABUBY.  That  is  not  quite  the  question.  The  question  is  as 
to  whether  this  is  authentic,  or  the  tables  are  reliable — if  you  know, 
of  course  ? 

Mr.  Gayi;ey.  I  can  only  say  that  these  rates  since  1900,  as  I  note 
them  here,  are  the  rates  that  prevailed. 

Mr.  LiNDABUBY.  What  page  are  you  referring  to? 

Mr.  Gayley.  Page  24. 
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Mr.  YouKo.  What  about  the  rates  <mi  page  25,  as  to  lake  trans- 
portation! 

Mr.  Oatley.  I  presume  these  are  likewise  correct,  and  represent 
the  prevailing  rates  from  the  various  upper-lake  ports  to  lo^er-lake 
ports. 

Mr.  LiKDABusT.  Do  you  recognize  any  of  them,  Mr.  Grayley  t  * 

Mr.  GATiiBT.  Yes;  I  do. 

Mr.  LiNDABusT.  You  recognize  some  of  them  as  correct? 

Mr.  Gatust.  Oh,  yes. 

Mr.  Young.  Then  I  will  offer  these  two  tables — one  on  page  24 
and  one  on  page  25. 

(By  request,  the  st^iographer  placed  his  initials,  ^^P.  E.  B.,''  on 
eadi  of  the  pages  referred  to.) 

Mr.  Young.  The  table  on  page  24  is  a  table  of  the  rail  freights  on 
iron  ore  from  the  mines  to  lake  shipping  points. 

Mr.  LiNDABUKY.  Where! 

Mr.  Young.  They  include  the  Marquette  Bange,  the  Menominee 
Range,  the  Gombic  Bange,  the  Mesabi  Bange,  and  the  Vermilion 
Range.  The  ttmles  on  page  25  refer  to  the  lake  freight  rates  on  iron 
ore  from  the  ports  named  to  Lake  Erie.  The  ports  named  are 
£scanaba,  Marquette,  Ashland,  and  the  other  porte  at  the  head  of 
Lake  Superior,  which  include  Duluth,  Superior,  and  Two  Harbors. 

Mr.  Ln^DABXTBT.  What  period  of  time  is  covered  by  the  tables  f 

Mr.  Young.  The  tables  be^n  in  1855,  and  end — the  rail  freight — 
in  1909  and  the  lake  freight  m  1910. 

(The  tables  referred  to  are  as  follows :) 

RailfreightB  on  iron  ore  from  the  mines  to  Lake  shipping  pomtt.  . 


Marqaette 
Range. 


{Gogebic  Range, 
Ashland. 


Yean*. 


<    Mar-      Esca- 
qnette.    iiaba. 


Me- 
nom- 
inee 
Range, 
fiRca- 
naba. 


Wis- 

conidn 

Central 

R.  K. 


1855 
1866 
1«7 
18W 
1869 


1861 
1802 


1864 


1867 


1870. 
1871. 
1872. 
1878. 
1874. 

im^. 

1876. 

1877, 

1878 

1878. 

1886. 


18.00 

1.27    ; 

1.27  ' 
.87  ' 
.87  < 
1.0» 
1.09 
1.09 

1.09  : 
1.09 
1.10 
1.10 
1.10 
1.10 
1.10 

1.10  I 
.95 
.84 
.84  i 
.84  > 
.«S 
.56 
.55 
.65 
.56 
.66 


Chi- 

cagoA 

North 

Went- 

em 

R.R. 


Mesabi  and  Vermillion  Ranges. 


Du- 
luth. 


iTo  Two  Harbors 
!        from— 


Supe- 
rior. 


Ely. 


81.56 
1.80  I 
1.80  i 

1.85  , 

1.86  I 
1.70 
1.70  I 

2.00 : 

2.00 
1.25 
1.15 
1.15 
1.15 
1.15 
1.25 


Lower 
Boa- 
dan. 


Other 
points. 
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MaU  fretohtB  on  Iron  ore  from  themkma  to  Lake  sMppimg  poliM— Oonttiuied. 


t 

• 

•  Marquette 
RangeL 

:       ■  . 

Me- 
nom- 
inee 
Range, 
Bsca- 
naba. 

Oogebic  Range, 
Ashland. 

*                                      ■      •■    #                     •  - 

Mesabi  and  Vermillion  Ranges. 

'Years. 

Mar- 
quette. 

Esca- 
naba. 

• 

11.25 
L26 
LIO 
.80 
.80 
.80 
.80 
.70 
.70 
.70 
.70 
.65 
.66 
.62 
.62 
.62 
.68 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 

Wis- 
consin 
Oentral 

R.R. 

Chi- 
cago& 
North 
West- 
em 
R.  R. 

Du- 
luth. 

8npe- 
rior. 

Ely. 

• 

ToTwoHarbon 
from— 

Lower 
8ov- 
dan. 

Other 
points. 

1881 

10.56 
.66 
.55 
.40 
.46 
.65 
.66 
.46 
.45 
.45 
.45 
.40 
.40 
.82 
.82 
.82 
.82 
.82 
.25 
.25 
.25 
.26 
.25 
.25 
.82 
.82 
.82 
.82 
.82 

,      , 

1882 

1883 

1884 

1886 - 



1886 

....  .. 

1887     

80.66 
.75 
.76 

"'."to* 

.70 
.70 
.70 
.68 
.62 
.62 
.46 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 

f0.80 
.70 
.70 
.70 
.65 
.66 
.66 

•  .68 
.52 
.52 
.45 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 

80.80 
.70 
.70 

1888 

' 

1889     

1890 

1891                      ..  . 

.65 
.66 
.65 
.65 
.62 
.62 
.62 
.46 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 
.40 

1882 

'80.86 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 

80.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.80 
.HO 
.80 
.80 

81.00 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 
LOO 

10.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 
.90 

10.80 

1893 

.80 

1804 

1896 

.80 
.80 

1896 

.80 

1898 

.80 
.80 

1899 

.80 

1900 

.80 

1901 

.80 

1902 

.80 

1908 

.80 

1904 

.80 

1906 

:80 

1906 

.80 

1907 

.80 

1908 

1909 

.80 
.80 

Lake  freight  rates  on  iron  ore  from  ports  named  to  Lake  Brie. 


Years. 

Escanaba. 

Marquette. 

other  ports  at 

header 
Lake  Superior. 

1865 

83.00 
8.00 
2.67 
ZOO 
2.00 
ZOO 
2.21 
Z89 
3.19 
3.87 
3.28 
4.17 
Z98 
3.11 
3.21 
8.06 
Z88 
8.69 
3.44 
3.84 
2.87 
Z54 
1.40 
L96 
L61 
2.60 
Z25 
L60 
1.30 

1856 

• 

1867 

1858 

1889 

I860 

1861 

1862 

1863 

1864 

1865 

1866 

88.77 
3.28 
2.44 
2.43 
2.40 
2.07 
2.50 
2.74 

No  shipment. 

No  shipment. 

No  shipment. 

No  shipment. 
.85 
L07 
L77 
1.56 
1.22 
1.11 

1867 '. 

1868 

1869 

1870 

1871 

1872 

1873 

1874  

1875 

1876 

1877... 

1878 

1879 

1880 

1881 

1882 

1883 
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I/tke  freight  rates  on  §ran  ore  from  ports  named  to  Lake  Brie — OontlniNd. 


Yean. 

1 

EBCanaba. 

Marqoette. 

Aaliland  and 
other  ports  At 

bead  of 
Lake  Sapoior. 

1884 

fO.98 
.84 
1.16 
1.49 
.97 
1.00 
.99 
.74 
.87 
.70 
.58 
.64 
.61 
.45 
.48 
.72 
.85 
.62 
.69 
.63 
.54 
.60 
.60 
.60 
.50 
.50 
.60 

fl.21 

1.01 

1.35 

1.76 

1.22 

1.14 

1.16 

.96 

1.06 

.86 

.70 

.83 

.80 

.60 

.60 

.84 

.94- 

.74 

.68 

.78 

.61 

.70 

.70 

.70 

.60 

.60 

.60 

1886 

1886 

1887 

61.20 
1.49 
2.11 

1868. 

1.84 

1889 

1890 

1891 

1892 

L29 
1.96 
L06 
l.&O 

180B 

.88 

18M 

1806 

.79 
.96 

1896 

*                       .91 

1807 

.63 

1808 

.61 

1899.. 

1900 

.96 
1.06 

1901 

.84 

.76 

1906 

.88 

.70 

1906 

.76 

.76 

mn 

.76 

.66 

1900 

.66 

.66 

(Mr.  Ga  jley  started  to  compare  portions  of  the  above-mentioned 
tables  with  a  table  in  his  possession.) 

Mr.  YoxjKG.  Have  you  another  table  there  ? 

Mr.  Gaylet.  This  is  from  the  Marine  Review,  and  that  is  the 
same  thing.    It  is  accurate. 

The  Chajbkak.  Were  these  rates  charged  by  the  subsidiarv  com- 
panies of  the  United  States  Steel  Corporation  fixed  or  established 
about  the  time  of  the  Hill  leases? 

Mr.  Gaylet.  These  railroad  rates  in  Minnesota? 

The  Chaibmak.  Tes,  sir. 

Mr;  GAYI4EY.  Long^  Def ore. 

The  Chaibman.  They  were  first  charged  by  the  Gr^t  Northern, 
were  they,  or  are  they  approximately  the  same  rates  charged  by  the 
Hill  roads  that  ran  from  tnese  ranges  to  Lake  Superior? 

Mr.  Gayley.  The  Hill  road  charged  the  same  rates  when  it  began 
operations  that  were  then  in  force  on  the  Duluth,  Missabe  &  Northern 
and  on  the  Duluth  &  Iron  Range. 

The  Chairman.  The  Hill  roads  operated  first,  before  your  roads 
were  constructed? 

Mr.  Gayley.  Oh,  noj  long  afterwards. 

The  Chairman.  Which  were  the  first  roads  constructed? 

Mr.  Gayi£Y.  The  first  road  was  the  Duluth  &  Iron  Range ;  then  the 
Duluth,  Missabe  &  Northern;  then  the  Hill  road  bought  the  old 
Wright  &  Davis  lumber  road,  and  connected  down  to  Duluth,  long 
afterwards. 

Idr.  LiNDABURY.  Would  you  mind  letting  him  give  the  dates  when 
each  of  them  started,  as  nearly  as  he  can  recall  ? 

The  Chairman.  Yes ;  I  should  like  to  have  them. 

Mr.  LiNDABtrRY.  About  when  did  the  first  one  start— within  5  or 
10  years  ?    It  is  a  good  while  ago. 
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Mr.  Gatlbt.  Yes;  it  is  a  good  while  ago. 

Mr.  YouNO.  The  shipm^its  will  show  when  operations  began. 
The^  did  not  begin  until  the  road  was  constructed. 

IMu*.  LiKDAHUBY.  I  think  that  is  so,  Mr.  Young. 

Mr.  Gatuby.  I  can  supply  those. 

Mr.  LiNDABURY.  No;  1  think  Mr.  Young's  suggestion  covers  it. 

The  Chairman.  That  is  all  I  wish  to  ask. 

Mr.  YouNO.  I  think  we  put  in  those  shipments. 

The  Chaisman.  I  would  suggest  that  at  this  point  the  committee 
adjourn  until  2  o'clock.  Some  of  the  members  want  to  get  to  the 
House. 

Mr.  Young.  Very  well. 

(The  commitf«e  thereupon  took  a  recess  until  2  o'clock  p.  m.)    - 


The  Chairman.  Mr.  Young,  Mr.  Kello^  wishes  to  make  a  state- 
ment before  the  committee,  and  if  you  wm  kindly  consent,  as  Mr. 
Kellogg  is  a  very  busy  man,  we  will  hear  him  immediately.  It  will 
take  but  a  few  minutes,  and  then  we  will  resume.  Will  that  suit 
you! 

Mr.  Young.  It  does  not  make  any  difference  to  me.  It  is  a  matter 
of  accommodating  Mr.  Gayley. 

Hie  Chairman.  Mr.  Gayley,  will  you  kindly  consent  to  that? 

Mr.  Gaylby.  Certainlv. 

The  Chairman.  I  will  saj  to  Mr,  Gayley  that  we  are  not  putting 
Mr.  Kellogg  on  because  his  business  is  more  important  than  Mr. 
Gayley's,  but  Mr.  Gayley  will  be  here  for  some  tmie,  anyway,  and 
Mr.  ETellogg  will  only  be  needed  for  a  few  minutes. 

STATEKENT  OF  HE.  FBANK  B.  KEIXOOO. 

Mr.  Kellogg  was  dulv  sworn  by  the  chairman. 

The  Chairman.  I  did  not  summon  Mr.  Kellogg;  I  simply  wrote 
him  a  letter  requesting  him  to  come  before  the  committee,  and  he  has 
kindly  consented  to  do  so.  Mr.  Kelloge^  do  you  wish  to  make  some 
statement  t    Is  so.  make  it  now,  if  you  Tike. 

Mr.  E[ellogg.  Only  that  my  reason  for  wanting  to  go  on  to*day 
is  that  I  am  appearing  for  the  Brotherhood  of  Locomotive  Engineeins 
and  Railway  jFiremen  to-morrow,  and  I  must  go  home  to-morrow 
afternoon.  I  am  appearing  for  them  before  a  commission  appointed 
by  the  President  to  consider  a  bill  for  compensation  of  railway  em- 
ployees, and  I  must  leave  to-morrow. 

The  Chairman.  Mr.  Kellogg,  you  are  the  attorney  for  the  Duluth 
&  Iron  Range  Railroad  Co*  t 

Mr.  Kiellogg.  Yes,  sir ;  myself  and  my  firm  have  been  for  28  or  24 
years. 

The  Chairman.  What  other  railroads  operating  between  the 
Mesabe  Range  and  the  Lake  Superior  region  do  you  represent ! 

Mr.  Kellogg.  For  some  years  myself  and  firm  have  represented 
the  Duluth,  Missabe  A  Northern. 

Mr.  Bartlbtt.  You  say  "for  some  years'^ — ^before  1901,  I  aup- 
poee  you  meanf 
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Mr.  S[ellogo.  Not  for  the  Missabe;  for  the  Missabe  Ca  since,  I 
should  say,  1902.  I  do  not  remember  the  exact  date,  Mr.  Cfhairman ; 
but  in  the  case  of  the  Iron  Range  Railroad,  off  and  on  we  have  he&n 
their  counsel  for  20  years,  I  should  say ;  perhaps  longer. 
^  The  Chairman.  I  do  not  wish  to  inquire  into  any  of  the  confiden- 
tial relations  existing  between  yourself  and  your  clients,  but  the 
chairman's  purpose  in  asking  you  to  come  before  the  committee  was 
to  facilitate  as  much  as  possible  a  statement  of  the  exact  status  of 
these  railroads  with  reference  to  the  Railroad  Commission  of  the 
Stiite  of  Afinnesota.  I  am  under  the  impression,  from  my  cursory 
reading  of  the  report  of  the  Railway  and  Wardiouse  Commission 
of  1901,  that  the  State  of  Minnesota  has  attempted  to  take  scmie 
supervision  over  the  rates  charged  by  those  roads,  and  that  those 
roads  demurred  to  the  jurisdiction  of  the  State  on  the  ground 
that  they  were  interstate  carriers.  If  you  will  kindly,  without  any 
revelation  of  the  confidential  relations  existing  between  you  and 
your  client,  explain  the  situation,  we  should  appreciate  it. 

Mr.  Ejellogo.  The  chairman  is  very  kind.  May  I  take  those  books 
to  refresh  my  memory? 

The  Chairman.  Certainly.     [Handing  the  books  to  Mr.  Kellogg.] 

Mr.  Kellogg.  The  chairman  is  very  kmd,  but  I  do  not  think  th^ 
are  any  l^ations  that  are  confidential  that  I  would  object  to  disclos- 
ing to  the  committee,  and  answering  any  questions  you  may  desire 
to  ask  me. 

About  20  years  ago,  I  think — ^it  may  have  been  23 — ^I  have  not  re- 
freshed my  memory  on  this  at  all  exoept  to  get  these  books  yester- 
day— m^lf  and  my  firm,  Davis,  Kellogg  &  Severance,  were  retained 
1^  the  Duluth  &  Iron  Rangje  Railroad  and  the  Minnesota  Iron  Co. 
lliat  is  a  road  reaching  the  iron  region,  with  docks  at  Two  Harbors, 
in  the  State  of  Minnesota.  At  that  time  I  think  they  had  steamship 
lines  extending  to  Lake  Erie  and  Michigan  ports,  although  I  never 
represented  the  steamship  lines,  and  only  knew  about  that  from 
hearsay. 

About  1897  a  suit  was  instituted  by  some  one — I  can  not  remember 
who  now — to  question  the  ore  rates  on  the  Duluth  &  Iron  Ran^ 
Railroad,  and  my  firm  defended  it;  I  think  principally  myself.  It 
was  dismissed  and  never  came  to  final  judgment. 

Mr.  Babtlbtt.  You  mean  a  suit  before  the  conunission  of  Minne- 
sota! 

Mr.  Kbllogq.  The  Minnesota  Railway  Commission;  yes,  sir. 
Again  about  1900 — ^I  think  it  was  1900 ;  the  record  is  in  the  report  of 
the  Minnesota  Railway  Commission  for  the  year  1900  or  1901, 1  am 
not  sure  which 

Mr.  LiNDABUBT.  That  is  1901  on  the  back. 

Mr.  Kellogg.  I  will  look  at  the  other  one,  then.  Yes ;  it  is  in  the 
report  for  the  year  1900.  The  commission  then  undertook  of  its  own 
motion  to  investigate  those  rates,  and  did  make  an  order  reducing 
them,  I  think,  10  cents.  The  80-cent  rate  was  reduced  to  70,  and  the 
dollar  rate  to  90, 1  think.  You  wiU  correct  me  from  the  record  if  I 
am  not  right.  That  applied  both  to  the  Mesabi  and  to  the  Iron 
Range.  I  did  not  at  that  time,  nor  did  my  firm,  represent  the 
Miaaabe  Road. 

Both  roads  objected  to  the  jurisdiction  of  the  commission  on  the 
ground  that  the  or^  hauled  was  hauled  in  interstate  commerce,  and 
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thai  the  Intetstate  Commerce  Commission  alone  had  jurisdiction. 
A^r  a  hearing— I  am  not  sure  whether  I  ar^ed  that  or  my  partner 

ithe  only  doubt  is  that  I  say  it  was  started  in  December.  1900,  and 
was  then  laid  up  with  a  broken  arm ;  but  it  does  not  make  any  dif- 
ference;, either  I  or  my  partner  argued  it) — ^the  commission  held 
(tLud  the  pages  of  the  report  are  in  a  statement  which  I  have  filed 
tiiere,  which  I  will  not  repeat  now;  you  may  use  that  as  a  part  of 
the  record)  that  the  ore  haided  by  the  railroads  destined  to  points 
beyond  the  State  was  interstate  commerce,  and  they  had  no  juris- 
diction over  it;  but  if  there  was  any  ore  hauled  to  the  docks  destined 
for  points  in  the  State  it  was  intrastate  commerce,  and  they  had 
jurisdiction  over  it.  and  required  us  to  file  tariffs  j  and  my  recollec- 
tion is  that  they  nled  tariffs.  Subsequently  tariffs  were  filed,  or 
perhaps  at  that,  time — ^I  do  not  remember  about  that — ^with  the 
Interstate  Commerce  Commission.  That  ore  that  is  hauled,  is  hauled 
in  the  same  y^ay  to-day  as  it  was  then,  and  it  is  hauled  in  interstate 
commerce,  and  the  Interstate  Commerce  Commission  had  jurisdic- 
tion, and  the  roads  in  that  regard  are  engaged  in  interstate  com- 
merce. 

Mr.  LnTLEToiJ..  Do  they  file  their  reports  or  any  documents  or 
papers  with  the  Interstate  Commerce  Commission,  Mr.  Kellogg  ? 

Mr.  Kellogg.  Oh,  I  presume  they  do.  I  have  never  had  anything 
to  do  with  that. 

Mr.  LrrTLETON.  They  would  ordinarily? 

Mr.  Kellogg.  They  would  ordinarily.  I  have  no  doubt  the  com- 
mission can  give  you  that. 

Mr.  LiNDABURY.  It  is  our  inforniation  that  they  have.   • 

Mr.  Ejbllogg.  I  do  not  know ;  I  presume  they  do. 

Mr.  LxNOABURT.  That  is  our  understanding. 

Mr.  LrrrLETON.  Mr.  Gary,  on  the  third  day  of  his  examination, 
referred  to  that  matter. 

The  Chairman.  It  is  hardly  practical  to  read  this  statement  I 
will  ask  that  it  be  inserted  in  the  record. 

Mr.  LiNDABURY.  I  would  be  glad  if  it  could  be  read  aloud,  so  that 
we  could  know  what  it  is. 

Mr.  Kellogg.  I  have  no  objection. 

Mr.  LiNDABURY.  I  will  read  it  if  the  chairman  wishes. 

The  Chairman.  There  is  no  objection  to  reading  it. 

(Mr.  Littleton  then  read  aloud  the  statement  submitted  by  Mr.. 
Kellogg,  which  is  as  follows:) 

New  Willard  Hotel, 
WasJiington,  D,  C,  June  IS,  1911, 
Hon.  A.  O.  Stahtlet, 

Oftairman  Committee  on  Investigation 

of  the  United  States  Steel  Corporation, 

House  of  Representatives,  Washington,  D.  0, 

My  Dbab  Mb.  Stanley:  I  am  sending  you  by  the  bearer  a  report  of  the 
Minnesota  Railway  Commission  for  1900  and  1001,  two  volumes.  Yon  will 
find,  on  pages  48  to  5S  of  the  report  for  1900,  a  proceeding  Instituted  by  the 
Bailroad  and  Warehouse  Commission  of  Minnesota  on  its  own  motion  to  investi- 
gate the  ore  rates  on  the  Dnluth,  Mlssabe  &  Northern  Railway  and  the  Dulatli 
&  Iron  Range  Railroad.  The  result  was  that  the  commission  found  that  the 
rates  of  80  cents,  90  cents,  and  $1  per  ton  from  various  points  upon  the  range 
were  unreasonable  and  that  00,  70,  and  80  cents  would  be  reasonable  rates,  ana 
the  commission  directed  tariffs  to  be  filed.  (See  p.  62  of  the  report  for 
1900.)    The  railroads  refused  to  comply  with  this  order  on  the  groimd  that  the 
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inm  oire  ahlppedto  the  docks  at  Two  Harbbn  and  Diilutti  was  shlpmd  In  totar- 
state  commerce  and  that  the  commiSBion  had  no  Jarisdictlon.  After  a  hiring 
the  commission  held  that  all  said  orQ  shipped  to  points  without  the  State 
through  the  docks  was  interstate  commerce  and  the  commission  had  no  Juris- 
diction over  the  same,  but  h^d,  in  substance,  that  If  thetre  was  any  ore  shipp^ 
to  the  docks  deadned  for  local  points  in  Minneaota  the  roads  should  Hie  a. tariff. 
As  a  matter  of  fact*  there  was  no  such  ore.  If  you  will  look  on  pages  28  to 
34  of  the  report  of  the  Minnesota  Railroad  and  Warehouse  Commission  for  I9OI 
you  will  find  the  order  of  the  commission.    The  substance  of  the  order  is  that—. 

**  It  appearing  to  the  commission  that  all  ore  dipped  over  said  road  iCrom  the 
mlnaa  or  stations  along  its  line  of  railway  within  the  State  to  points  without 
the  State  of  Minnesota  is  interstate  commerce,  and  as  to  this  traffic  the  commis- 
sion daim  no  jurisdiction.  As  to  all  shipments  of  ore  from  the  mines  or  sta^ 
tlons  along  the  line  of  said  railroad  within  the  State  to  the  ore  docks,  at  Two 
Harbors  (destined  to  points  within  the  State)  Is  not  interstate  traffic,  and  over 
such  shipments  the  commission  claim  jurisdiction.** . 

The  conmiission  thereupon  made  an  order  that  for  local  shipments  tariffs  be 
Hied.  One  commissioner.  Judge  Mills,  held  that,  there  being  no  such  local,  ship- 
meuts,  it  was  unnecessary  to  file  tariffs;  but  the  commission  was  unanimous 
that  all  ore  shipped  through  the  docks  to  points  outside  the  State  was  interstate 
commerce.  A  like  order  was  made  in  the  case  of  the  Dulutib,  Missabe  &  North^ 
em  Railway. 

I  am  informed  that  the  railroads  have  filed  their  tariffs  upon  this  ore.  with 
the  Interstate  Commerce  Commission.  There  is  no  question,  therc^or^  that 
these  lines  are  engaged  in  interstate  commerce. 

These  reports  belong  to  the  Interstate  Commerce  Commission.  Will  you' 
please  see  that  they  are  returned? 

Very  respectfuUy,  yours,  Frask  B.  Kellogo. 

Mr.  Kellogg.  I  adopt  that  as  my  testimony. 

The  Chairman.  Mr.  Kellogg,  there  seems  to  hay«  been  an  implo- 
sion— and  that  is  the  reason  I  wish  to  get  this  clearly  before  tiie 
committee — that  these  roads  were  not  interstate  carriers.  Thai  im- 
pression was  for  a  long  time  shared  by  Judge  Gary,  tiie  chairman  of 
the  board  of  directors  of  the  Unitea  States  Steel  CSorporation.  I 
notice  that  on  page  1572  of  the  Hearings  before  the  Ways  and  Means 
Committee  the  following  colloquy  occurred : 

Mr.  CocKBAN.  You  have  no  advantage  whatever  in  transportation,  unless  you 
should  abuse  your  duty  as  a  common  carrier? 

Mr.  Gabt.  No. 

Mr.  CocKMAN.  Of  course  you  could  give  yourself  an  advantage? 

Mr.  Gabt.  Not  under  the  present  regime. 

Mr.  CocKRAN.  I  am  mighty  glad  to  hear  tliat  That  is  the  first  adequate 
testimony  I  have  heard  as  to  the  efiiciency  of  the  present  inspection. 

Mr.  Gabt.  The  Interstate  Commerce  Commission  and  the  railroad  <H)mmis- 
sioners  of  the  various  States — take  Minnesota,  for  instance — are  very  strict  in 
regard  to  the  matter.  There  would  not  be  much  chance  for  us  to  discriminate 
against  our  neighbors  in  the  matter  of  transportation. 

Then  it  is  discussed  at  some  length.  Judge  Gary,  toward  the  latter 
part  of  his  appearance  here  corrected  that  impression.  I  do  not 
mean  to  question  Judge  Gar^^s  good  faith ;  but  he  seemed  to  be  labor- 
ing at  that  time  under  a  misapj^rehension  as  to  the  legal  status'  of 
these  roads.  Tliat  misapprehension  seems  to  have  been  shared  by  a 
good  many  people  in  authority. 

Mr.  LiNDABUBY.  Mr.  Chairman,  may  I  suggest  that  Judge  Gary 
mentions  there  both  the  Interstate  Commerce  Commission  and  the 
local  commissions  ? 

The  Chaibman.  Oh,  yes — ^in  his  testimony  here. 

Mr.  LiNDABXTBT.  No;  I  mean  in  what  you  read  just  this  moment. 

Mr.  YoDNG.  That  represents  the  exact  status  as  I  understand  it 
to-day.    The  Interstate  Coijimerce  Commission  has  jurisdiction  over 
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the  intentate  tnde;  the  oommiasion  of  Mumeeota  has  jurisdiction 
orer  the  tf«de  that  is  confined  to  the  State  of  Minnesota. 

Mr.  LiNDABURY.  Yes;  that  is  the  way  I  understand  the  judge's 
testimo^  before  the  Ways  and  Meana  Oommittee. 

Mr.  EmiOQQ.  I  was  not  aware  of  the  judge's  testmiony;  I  had 
never  seen  it ;  but  there  is  no  question  about  it  that  all  the  ore  hauled 
is  hauled  in  interstate  commerce ;  and  tiie  Great  Northern  Boad  is  an 
interstate  road.    It  runs  into  Wisconsin. 

The  CwATBMAN.  At  that  time  the  State  of  Minnesota  was  claiming 
that  it  had  a  right  to  fix  those  rates! 

Mr.  Kellogo.  Yes,  sir. 

The  Chaismak.  And  those  roads  demurred  to  the  jurisdiction  of 
the  railroad  ccxnmission  of  the  State  of  Minnesota,  on  the  ground 
that  th^  were  interstate  carriers? 

Mr.  Kellogg.  Yes,  sir. 

Mr.  Babtlett.  Not  only  interstate  carriers,  but  that  the  particular 
freight  hauled  was  interstate  commerce? 

Mr.  Kellogg.  Yes,  sir. 

Mr.  YoTTNG.  That  is  the  point 

The  Chairman.  Those  roads  at  that  time  were  subsidiary  com- 
panies of  the  United  States  Steel  Corporation? 

Mr.  Kellogg.  I  do  not  think  the  Missabe  road  was.  No;  neither 
one  was  at  that  time.    Well,  I  am  not  sure.    In  1900-; — 

Mr.  LnTLBTON.  It  had  not  been  organized  at  that  time. 

Mr.  EKUiOGO.  When  was  the  steel  company  organized? 

Mr.  LzTTLBTOK.  In  1901. 

Mr.  Kellogg.  At  the  time  the  suit  was  brought  or  the  proceed- 
ings instituted  by  the  commission  they  were  not,  then.  Po^iUy  at 
the  time  it  was  decided  they  may  baye  been. 

Mr.  Young.  What  is  the  date  of  the  decision? 

Mr.  Kellogg.  The  date  of  the  decision  is  November  11,  1901. 

Mr.  Bartlbtt.  Then  they  had  been  or^nized. 

Mr.  Kellogg.  Thev  had  ?  They  were  then,  at  that  time ;  but  there 
has  never  been  any  aoubt  about  the  question. 

Mr.  LmLETON.  Your  firm  is  still  counsel  for  these  roads,  is  it^ 
Mr.  Kellogg? 

Mr.  Ejbllogq.  Yes,  sir;  my  firm  is  still  counsel  for  the  roads  and 
mines  in  Minnesota.    Not  the  steamship  nor  other  projj^rties. 

Mr.  LiNDABUBT.  Mr.  Chairman,  would  you  mind  asking  Mr.  Kel- 
logg whether,  under  the  Minnesota  law,  their  railroad  commission 
has  a  right  to  intervene  in  proceedings  before  the  Interstate  Com- 
merce Commission  for  the  fixing  of  rates? 

The  Chaibman.  Oh,  no ;  I  do  not  mind  asking  it,  but  that  is  ad- 
mitted. 

Mr.  E[ellogg.  They  have:  there  is  no  doubt  about  tKat. 

Mr.  Babtlett.  The  Federal  statute  provides  for  that.  The 
amended  Hepburn  Act  provides  for  that. 

Mr.  EIellogg.  What  was  that  question,  please? 

Mr.  LiifDABUBY.  As  to  whether  or  not,  under  the  Minnesota  stat- 
utes, the  Minnesota  Kailroad  Commission  is  empowered  to  inter- 
vene in  proceedings  before  the  Interstate  Commerce  Commission  to 
fix  railroad  rates? 

Mr.  Kellogg.  Yes;  they  have  that  power. 
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^  

The  Chairman.  Ores  shipped  to  Dnluth  are  itot  interstate  com- 
meroe,  are  they? 

Mr.  Kellogg.  Ores  8hif^)ed  to  Dulnthf 

The  Chaibman.  Those  which  stop  in  Dultttb. 

Mr.  KEiiiOGG.  No ;  it  is  not  interstate  commerce.  There  is  a  little 
ore  shipi)ed  to  a  furnace  in  West  Duluth.  I  do  not  remember  the 
name  of  it  now.    These  gentlemen  would  know. 

The  Chaisman.  The  &nith  furnace^  I  believe. 

Mr.  EELLOGa  Yes;  the  Zenith  furnace. 

Mr.  YouNO.  Has  not  the  Steel  Corporation  been  building  a  steel 
plant  at  Duluth? 

Mr.  Kellogo.  Yes ;  thej  are  building  a  steel  plant  at  West  Duluth, 
I  believe. 

Mr.  Young.  Has  it  operated  any  as  yet  ? 

Mr.  Kellogg.  I  do  not  think  so.  I  have  never  had  anything  to 
do  with  that  plant.  I  only  speak  from  ^neral  knowledge.  I  believe 
there  is  no  question  that  they  are  building  a  steel  plant  there,  and  a 
very  large  one. 

The  OaAiBMAN.  Your  firm  was  attorney  for  this  road  on  October 
2, 1906,  and  October  89^  1907;  was  it  not? 

Mr.  Ejsulogg.  Yes,  sir. 

The  Chairican.  And  is  now  ? 

Mr.  Keuxiqg.  And  is  now. 

Mr.  Young.  Is  there  anything  further  that  you  wish  to  state  about 
the  matter,  Mr.  Kellog];? 

Mr.  E[ellogg.  Yes ;  if  the  coimni<ttee  will  ask  me  questions,  I  will 
be  very  ^lad  to  answer  them.  There  is  nothing  that  I  know  that  I 
am  not  willing  to  state  to  the  committee. 

The  Chatwkan.  We  are  quite  sure  of  that,  Mr.  Kelloj^. 

Mr.  LfrajrroN.  Mr.  iLenoug,  the  attorneyship  whicn  your  firm 
has  had  has  covered  a  periocTof  something  uke  20  years,  you  said  ? 

Mr.  Kellogg.  For  the  Iron  Bange  Boa^  speaking  frcm  recollec- 
Him  now,  the  first  cases  we  appeared  in  lor  the  road  were  in  ihe 
neighborhood  of  22  or  28  years  ago ;  I  ean  not  tell  exactly.  We  were 
special  counsd  for  years  m  important  litigation,  and  general  coun- 
sel— never  in  their  office  because  they  always  had  their  regular 
connael  in  their  offices — ^and  we  have  been  ever  since;  yes,  sir. 

Mr.  LrrrLEioK.  Were  you  employed  as  what  we  know  as  ^  counsel " 
or  as  ^  attorneys ''  ? 

Mr.  Kellogg.  I  do  not  haow  whether  you  would  call  it  ^  counsel  ^ 
or  "  attorney."  It  is  principally  to  appear  in  court  in  the  argument 
ol  big  cases  and  matters  of  importance  of  that  kind. 

Mr.  LdTTLETON.  And  that  employment  under  those  circumstances 
has  continued  up  to  the  present  time? 

Mr.  Kellogg.  Yes,  sir. 

Mr.  LrnunoN.  Both  before  the  company  went  into  the  Steel  Cor- 
poration and  afterwards  ? 

Mr.  E[ellogg.  Personally  I  have  done  very  little  for  the  last  five 
years;  I  do  not  think  anything,  perhaps,  to  amount  to  anything. 
l^erfaaps  I  advised  a  little  once  m  a  while.  I  have  been  tied  up  in 
odier  matters. 

Mr.  LtoTLRON.  Were  you  ever  employed  at  all  by  the  Steel  Cor- 
poration assudi? 
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Mr.  Keuuoqo.  As  such?    No,  sir. 

Mr.  LrrTLBTON.  Do  jovl  know  whether  your  employment  after 
tiiese  subsidiary  companies  went  into  tiie  Steel  Corporation  was  sub- 
stantially looked  after  by  the  Steel  Corporation  or  oy  the  subsidiary 
companies  themselves? 

Sur.  Keux>gg.  I  understand  that  all  matters  of  importance  of  the 
railroads  and  mines  up  there  come  under  the  jurisdiction  of  the 
United  States  Steel  officials ;  that  is,  they  either  have  to  O.  K.  them 
or  disapprove  them.  I  do  not  know  the  exact  regulations  in  regard 
to  that,  except  that  any  IhUs  we  presented,  I  think,  that  amounted  to 
more  than  $10,000  for  a  number  of  years  would  have  to  be  approved 
by  the  Steel  Co.  itself  wherever  th^  services  were  performed.  I 
tnink  our  services  were  always  in  relation  to  local  properties  in 
Minnesota  and  Wisconsin  and  Michigan. 

Mr.  Littleton.  Did  you  at  times  present  bills  in  excess  of  the 
$10,000  which  required  their  approval! . 

Mr.  KELuyoQ.  Oh,  yes. 

Mr.  liiTTLBTON.  I  would  not  ask  you  these  questions  as  a  lawyer; 
I  am  assuming  now 

Mr.  Kellogg.  Well,  what  is  the  point?  I  want  to  answer  iany- 
thing. 

&&.  LiTTLETOK.  There  is  no  point  about  it,  except  that  you  are 
here  and  you  wanted  the  opportunity  to  state  the  relationship  fuUv ; 
and  I  would  not  ask  vou  these  questions  as  a  lawyer  about  your  bills 
or  fees,  of  course,  unless  you  had  said  at  the  outset  that  you  wanted^ 
to  make  a  statement  about  the  whole  thing. 

Mr.  E^BLLOGO.  Yes ;  Well,  now,  let  me  state  this :  I  think  there  has 
been  a  ^ood  deal  said,  and  I  have  heard  it,  about  my  connection  witii . 
the  sted  company  and  my  connection  with  the  Government;  and  I 
will  explain  that  In  the  first  place,  I  have  no  apologies  to  make, 
either.  I  have  explainejd  my  only  connection  with  tne  steel  company. 
I  have  performed  services  for  local  corporations  in  Minnesota  and 
arffued  causes.  I  think  just  prior  to  1906  I  argued  a  big  case  in- 
volving the  mineral  leases  of  Miimesota— involving  many  nmlion  tons 
of  ore  and  millions  of  dollars,  directly  and  inoireGtly.  I  think  I 
presented  a  bill  for  $15,000,  and  I  thmk  that  had  to  be  approved 
and  was  approved  by  the  Steel  Co.  I  do  not  know  whether  the 
check  came  from  them  or  some  oae  else.  It  is  a  long  while  ago,  and 
I  have  not  refreshed  my  memory. 

Mr.  Bartlett,  You  are  a  practicing  lawyer? 

Mr.  Kejajoqq.  Yes.  I  want  to  say  that  since  1907  I  have  ffiven  ray 
time  to  the  Government  in  the  Standard  Oil  case.  During  mat  time 
I  have  done  very  little,  if  any,  other  business.  My  firm  is  practicing 
law,  and  so  am  I;  and  we  are  taking  legitimate  business,  and! 
intend  to  do  so.  I  do  not  make  any  apologies  to  the  American  peo- 
ple or  anybody  else  for  being  attorney  for  corporations  or  individ- 
uals. I  would  not  make  that  statement  but  for  insinuations  that  have 
been  made — ^not  from  the  committee ;  I  have  been  treated  with  very 
great  respect  by  your  committee. 

Mr.  Littleton.  I  understand  that  your  object  in  making  the  state- 
ment is  that  there  have  been  statements  going  about,  of  which  yon 
have  become  aware,  which  would  operate  in  some  minds  as  tnticism 
of  your  having  been  employed  by  this  concern  at  the  same  time  or 
in  conjunction  with  or  at  the  time  you  were  employed  by  the  Gov- 
<^mment. 
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Mr.  Kellogg.  Yes,  sir. 

Mr.  Littleton.  And  I  understand  your  object  in  making  this 
statement  is  to  take  co^izan^se  of  that  matter? 

Mr.  Keu/>gg.  Yes,  sir.  That  is  right.  I  am  only  special  counsel 
in  the  case  for  the  Grovemment,  in  the  same  way  any  lawyer  is  hired. 
During  the  time  of  my  employment  with  the  Uovemment  or  before 
or  since,  I  have  never  defended  one  of  the  trusts  or  corporations 
charged  by  the  Government  with  violating  the  Sherman  Act  or  ad- 
vised in  the  defense.  I  never  organized  one  of  the  trusts  nor  ad- 
vised with  anybody  in  the  organization  of  one.  I  have  never  men- 
tioned any  of  the  trusts  to  any  public  official  in  the  v^ay  of  advising 
an  action  under  the  Sherman  law,  except  the  paper  trust,  the  Stand- 
ard Oil  case  and  the  Union  &  Southern  Pacific,  nor  have  I  advised 
any  public  official  not  to  bring  an  action  against  any  trust  or  combi- 
nation under  the  Sherman  Act.  I  wish  to  make  this  as  broad  as 
possible. 

Mr.  Littleton.  You  were  employed,  Mr.  Kellogg,  to  prosecute  the 
action  against  the  Standard  Oil  Co.  ? 

Mr.  IQsLLOGG.  Yes,  sir. 

Mr.  LrrrLBTON.  And  your  employment  began  and  ended  there,  and 
your  relation  with  the  Government,  I  take  it? 

Mr.  Eeulogg.  It  commenced  when  I  commenced  the  case,  and 
ended  when  I  finished  the  argument  in  the  Supreme  Court  of  the 
United  States  last  winter. 

Mr.  Ltttlbton.  You  did  not  have  any  appointment  from  the  Gov- 
ernment to  represent  it  generally  as  attorney,  of  course? 

Mr.  Kellogg.  No,  sir;  just  specially  in  that  case;  and  I  assisted  in 
the  argument  of  one  other  case — ^the  Union  Pacific  case. 

Mr.  IimLETON.  In  order  that  you  may  make  yourself  as  broad  as 
you  want  to  be  made  in  the  matter,  I  direct  your  attention  to  the 
fact — ^if  it  is  a  fact — that  in  October,  1907,  you  also  presented  and 
collected  a  bill  through  these  sul»idiary  companies,  which  went  to  the 
Steel  Co.  and  was  finallv  O.  K'd  by  them,  was  that  the  last  service 
you  had — active  service? 

Mr.  EjsuLiOGG.  Oh,  I  should  think  so.  I  do  not  think  after  that  I 
did  much  of  anything.  I  do  not  think  I  did  as  late  as  that.  My  firm 
still  continued  to  act  and  do  business  for  them  right  along,  but  per- 
sonally, I  mean.  About  that  time — I  should  say  it  was  before  that — 
I  argued  that  mineral-lease  case,  but  you  will  remember  this  has  not 
been  brought  to  my  attention,  and  I  should  have  to  get  the  exact 
dates.    I  will  give  them  to  you,  if  you  desire. 

Mr.  LnTLETON.  It  is  fair  for  the  committee  to  say,  I  think,  that 
there  are  some  data  here  which  show  not  that  the  work  was  done 
then,  but  that  a  bill  was  paid  as  late  as  October  29, 1907. 

Mr.  ElEU/ksg.  $15,000;  yes,  sir;  that  is  correct.  That  was  for  serv- 
ices in  Minnesota,  and  I  tnink  it  was  in  connection  with  that  mineral- 
lease  case.  All  sums  that  were  paid  in  that  way  were  paid  for  services 
in  the  local  companies  in  Minnesota. 

Mr.  LriTLBTON.  These  payments  were  known  as  extra  compensa- 
tion to  you.  I  suppose  by  that  you  mean  that  you  had  been  employed 
as  special  counsel  to  do  tne  work  ? 

i&.  Kellogg.  Yes,  sir.  In  a  big  suit  we  would  present  a  bill  for  it. 
It  was  called  extra  compensation.  It  had  to  be  approved  by  the 
Steel  Co.,  I  think. 
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Mr.  LiTTLBTON.  Were  you  ever  asked  or  consulted  by  the  Qovem- 
me&t  during  your  relations  with  it  or  by  any  department  of  the  Got- 
emment  regarding  the  legality  of  the  organization  of  the  Steel  Cot^ 
poration? 

Mr.  Ejsux>og.  Never ;  or  by  anybody  else.  I  never  mentioned  it  to 
any  Government  official,  nor  did  any  Government  official  mention  it 
to  me,  as  far  as  I  kno>w. 

Mr.  LoTTLBfioN*  Did  you  ever  have  any  other  employment  by  the 
Government  except  in  the  Standard  Oil  case  ? 

ACr.  KsLLOGO.  No;  except  the  Union  Pacific  case.  Oh,  yes;  I  ar- 
ffued  the  Paper  Tnst  case  for  Mr.  Knox,  when  he  was  Attorney 
Generid.  I  oo  not  remember  tiie  date  of  the  argument,  but  I  should 
say  it  was  in  1896^  peiiiaps,  in  the  Supreme  Court  of  the  United 
States.  I  do  not  remember  the  exact  date.  I  shall  have  to  get  that 
for  you.  Those  three  cases  are  the  only  employment  I  ever  had 
for  the  Government  and  they  were  special  retamers. 

Mr.  I^TTUBTON.  Has  your  attention  ever  been  directed  by  any 
Government  official  to,  or  have  you  ever  been  asked  anv  opinion  re- 
garding, the  legality  of  the  present  organization  of  the  United 
States  Steel  Corporation  t 

Mr.  Kbllogo.  rl^o,  sir;  and  I  have  never  expressed  any.  I  have 
never  been  asked  nor  have  I  expressed  any. 

The  Chathvak.  I  wish  to  say  for  the  chairman  of  the  committee — 
although  it  is  unnecessary  to  state  it — ^that  it  is  not  the  intention  of 
this  committee  to  investigate  or  to  express  any  opinion  as  to  the 
propriety  of  any  attorney's  action,  either  for  the  Government  or  for 
the  United  States  Steel  Corporation.  The  chairman  of  this  commit- 
tee endeavored  to  be  especially  courteous  to  the  gentleman  who  is 
now  before  it. 

Mr.  EjQLiiOGQ.  He  has  been  so. 

The  Chaibman  (continuing).  Because  he  was  an  eminent  lawyer, 
and  was  employed,  I  thov^^  at  that  time,  in  a  quasi-public  capac- 
ity ;  and  for  that  reason,  although  a  great  many  men,  eminent  gentle- 
men, like  Judge  Gaiy  and  Mr.  Gayley,  and  the  like,  were  subpoonaed, 
no  subpoena  was  issued  for  Mr.  Kellogg.  I  simply  sent  him  a  writ- 
ten request,  which  I  made  as  courteous  as  possible,  leaving  it  to  the 
gentleman  as  to  whether  he  would  appear  or  not,  and  then  advising 
him  in  advance  what  I  wanted.  I  believe  I  have  asked  you  about 
nothing,  Mr.  Kello^,  that  I  did  not  previously  notify  you  I  woulJ 
ask  you  about,  with  your  consent. 

Mr.  Kklloog.  That  is  absolutely  correct;  and  I  have  no  complaint 
to  make  to  the  committee.  It  has  been  very  courteous.  I  am  very 
glad  to  appear.  I  am  glad  to  have  this  opportunity.  As  to  my  em- 
ployment by  the  Government,  I  have  a  right  to  take  cases,  and  1  have 
taken  cases  for  and  against  corporations  for  years;  and  I  intend  to 
do  so. 

The  Chairkan.  We  are  not  questioning  that  right. 

Mr.  Kelloqq.  I  have  a  right  to  do  it.  1  do  not  wish— althou^  I 
have  a  le^l  riffht  to  do  so — ^to  appear  and  argue  on  the  other  siaeof 
any  (question  that  I  have  argued  in  the  Supreme  Court.  I  know  my 
position.  I  know  my  rights  legally.  I  know  my  duties  legally, 
ethically,  and  morally  to  my  profession  and  to  the  people;  and  1 
propose  to  live  up  to  them. 
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Mr.  Littleton.  I  think  it  is  fair  for  me  to  say  that  Mr.  K^ogg 
has  sent  this  statement  here  and  these  bo<^,  and  I  take  it  from  the 
diainnan  tliat  the  committee  were  quite  content  to  hare  hu  state- 
ment as  to  what  this  interstate^commerce  question  was,  with  the  State- 
ment of  the  railroad  commission. 

Mr.  Kellogg.  Yes. 

Mr.  LmXiBTON.  Mr.  Kellogg  came  to  me — although  I  do  not  know 
him  very  well — and  spoke  to  me  about  it,  and  said  that  there  had 
beoi  some  fugitive  criticism  of  his  action  and  it  had  not  been  crystal^ 
lized  in  any  way,  and  therefore  he  wished  to  withdraw  the  itatement 
for  the  time  beinj^  and  be  allowed  voluntarily  to  come  here  and  make 
his  stat^n^it  before  the  committee. 

itr.  Sjklogg.  Tee,  sr. 

Mr.  Ltttletok.  Because  he  did  not  wish  to  be  put  in  a  false  position 
about  it. 

Mr.  Kbllogo.  The  chairman  told  me  what  he  wanted,  asked  me 
about  it — ^which  was  very  courteous — and  I  furnished  him  the  infor- 
mation, but  I  preferred  to  come  here  and  explain  it  persimally. 

Mr.  Young.  Mr.  Kellogg,  your  employment  bv  the  subsidiary  com- 
panies of  the  Steel  Corporation  has  Men  entirely  open,  known  to  all 
men  throughout.  Minnesota  ( 

Mr.  KjBiijiOGG.  Yes,  sir. 

Bfr.  Young.  And  throughout  the  Northwest  generally,  has  it  not  I 

Mr.  Kellogg.  It  has  b^  known  by  everybody  that  knows  me,  I 
guess.  Of  course  everybody  does  not  know  me.  The  Attorney  Gen- 
eral knew  it. 

Mr.  Young.  No  claim  can  be  made  that  there  was  any  concBahnent 
about  it? 

Mr.  Kellogg.  I  informed  Mr.  Knox,  as  Attorney  General,  juat 
what  my  relations  were.  I  was  then  general  counsel  for  another 
railroad,  which  employment  I  resided  affanrwards.  I  could  not  at- 
tend to  it.  I  had  this  Standard  Oil  business  on  hand,  and  I  had  to 
resign  a  good  many  things.  Everybody  knew  it,  sir.  There  was  no 
secrecy  about  it. 

The'  Chatrman.  This  committee  is  anxious  to  know  in  the  most 
poaitive  way  from  the  highest  possible  sources  the  exact  status  of 
certain  railroads,  which,  according  to  their  own  statements,  are  mak- 
lAg  150  per  cent  profit  and  putting  four  or  five  millions  of  dollars 
into  their  surplus,  when  they  have  a  capitalisation  of  four  or  five  mil- 
Ii<m  dollars.  That  may  be  all  right  or  may  not  be.  It  is  cwtainly 
unusual.  The  chairman  of  this  committee,  with  perfect  deference  to 
high  and  low,  will  summon  the  President  of  the  United  Stahas  or 
J.  Pierpont  Morgan  or  any  other  official  within  the  purview  of  itd 
power  to  ascertam  the  truth,  the  whole  truth,  and  nothing  but  the 
truth. 

Mr.  Young.  I  would  suggest,  Mr.  Chairman,  that  those  two  gentle- 
men ought  to  be  subposnaed,  in  my  judgment. 

The  Chaibman.  xou  do  not  mean  the  President;  you  mean  the 
ex-President  ? 

Ifr.  Young.  I  mean  the  ex-President. 

Mr.  Danforth.  What  was  the  date  of  the  commencement  of  this 
proceeding  in  which  the  decision  was  banded  down.  I  think,  Novem- 
ber 27, 1901! 
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Mr.  Kmjjom.  What  was  that  question,  please? 

Mr.  Dantobth.  You  stated  that  a  decision  was  rendered  by  the 
Mixmesota  Clommission,  I  believe,  Kovember  27, 1901.  What  was  the 
date  of  the  commencement  of  that  proceeding  ? 

Mr.  Kellogg.  I  think  it  was  December  21, 1900,  that  it  be^n.^ 

Mr.  Danfobth.  In  which  the  railroad  demurred  to  the  jurisdic- 
tion? 

Mr.  KxuuoQQ.  Yes,  sir.  From  that  time  to  this  I  haye  never  heard 
of  any  complaint  about  the  rates.  I  had  nothing  to  do  with  the  eam- 
infls  of  the  roads.   I  have  never  been  an  officer  of  them. 

Mr.  Babtlktt.  If  there  were  complaints  to  be  made,  or  grounds 
existed  for  complaints,  the  Interstate  Commerce  Commission  is  not 
only  open,  but  crowded  by  people  who  complain;  is  it  not,  Mr. 
Kellogg? 

Mr.  Kellogg.  Yes,  sir.  There  is  no  question  that  they  have  juris- 
diction.   I  have  never  heard  it  questioned. 

Mr.  Babtlbtt.  They  not  only  have  jurisdiction,  but  people  who  be- 
lieve they  are  oppressed  and  who  really  are  oppreaaed  seek  redress 
there.  Tiiat  is  a  body  that  is  crowded  with  business. 
^  Mr.  Kjbejuxso.  Yes,  sir.  I  said  I  never  heard  of  any  complaint 
since  then;  I  did  hear  the  other  day  that  this  winter  somebody  had 
filed  a  complaint  a^inst  the  Great  "Northern.  It  is  not  one  of  these 
roads.    I  do  not  think  he  is  a  shipper  of  ore ;  but  I  am  not  sure. 

Mr.  BAinurrr.  I  will  ask  you  if  you  know  this :  Most  of  the  cus- 
tomers of  these  roads,  the  Ranges,  are  steel-producing  people  who  are 
either  subsidiaries  of  the  Steel  Corporation  or  independents?  That 
IS  true;  is  it  not? 

Mr.  Kellogg.  Yes.  The  larger  part  is  their  own  ore;  but  I  can  not 
tell  you  the  percentage  of  independents.  They  can  furnish  it  to  you, 
I  have  no  doubt. 

Mr.  Bartlbtt.  It  has  been  furnished,  I  think. 

Mr.  Kellogg.  Yes;  I  do  not  know  as  to  that. 

Mr.  LtKBABURT.  I  am  told  that  there  are,  I  think  it  is,  16  inde- 
pendents operating  80  mines.  I  think  that  is  the  figure.  That  is 
about  right. 

Mr.  IB^LLOGG.  I  presume  that  is  correct.  I  have  no  definite  knowl- 
edge as  to  that. 

Mr.  Babtleit.  One  question  further.  I  understand  you  to  say 
that  you  have  never  been  consulted — and  I  ask  this  question  simply 
because  of  what  you  said — by  the  Government,  or  anyone  else,  as  to 
whether  the  United  States  Steel  Corporation  had  violated  the  law  ? 

Mr.  Kellogg.  No,  sir. 

Mr.  Bartlett.  Or  that  the  Government  had  contemplated  any  pro- 
ceedings against  it  as  a  violator  of  the  antitrust  law? 

Mr.  Kellogg.  No,  sir;  I  never  have. 

Mr.  Bartlett.  And  so  far  as  you  know,  or  so  far  as  the  public 
knows,  there  has  never  been  any  proceeding  by  the  Government  be- 
gun or  contemplated,  unless  it  has  been  contemplated  at  a  very  recent 
time ;  has  there,  so  far  as  you  know  ? 

Mr.  Kellogg.  There  has  been  none  begun ;  I  know  nothing  about 
whether  it  has  been  contemplated  or  not.  It  has  never  been  dis* 
cussed  with  me.  Of  course,  I  do  not  represent  the  Steel  Co.  in  this 
hearing,  or  in  any  hearing,  on  that  question  at  all. 

Mr.  Bartlett.  I  undeiitand  that. 
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Mr.  Ejbllogg.  I  have  never  argued  any  but  the;  trust  cases  that  I 
have  mentioned. 

Is  that  all,  gentlemen  ? 

The  Chairman.  That  is  alL    We  are  very  much  obliged  to  you. 

Mr.  EjBiiiiOGO.  Anything  further  that  you  wish  I  will  oe  very  glad 
to  give  you.  May  I  have  a  copy  of  my  testimony?  As  I  did  not 
know  about  tiiis  until  ^^esterday,  I  might  have  some  dates  wrong; 
but  in  the  main  I  think  it  is  correct. 

YThe  chairman  directed  that  Mr.  Kellogg  be  furnished  with  a  copy 
of  nis  testimony  for  revision  before  it  was  printed.) 

STATEHEITT  OF  TAMES  GAYLET,  ESQ.— (Cantinned.) 

Mr.  Young.  Mr.  jSayley,  you  are  familiar  with  the  development 
of  the  ore  business  in  the  Lake  Superior  region,  in  a  general  way! 

Mr.  GAYiiET.  Yes.    Mj  first  visit  there  was  in  1888. 

Mr.  Young.  Where  did  the  mining  of  ore  begin  in  the  Lake  Supe- 
rior district  ?    On  what  one  of  the  ranges  ? 

Mr.  Gatlby.  On  the  Marquette. 

Mr.  Young.  And  at  how  early  a  date  ? 

Mr.  Gatlet.  About  55  years  aga 

Mr.  Young.  What  was  the  next  range  to  be  developed  f 

Mr.  Gatuet.  The  Menominee. 

Mr.  Young.  And  do  you  remember  when  that  development  began! 

Mr.  Gatubt*  No;  I  can  not  give  you  the  date.  I  am  unable  to  give 
you  the  date. 

Mr.  Young.  It  was  in  the  eighties,  was  it  not! 

Mr.  Gatust.  Yes. 

Mr.  Young.  And  the  next  ranse? 

Mr.  Gatubt.  The  Gogebic    That  was  in  the  eighties,  too. 

Mr.  Young.  What  was  the  next  range! 

Mr.  Gatlby.  The  Vermilion,  in  norwem  Minnesota. 

Mr.  Young.  About  when  was  that  ? 

Mr.  Gatlet.  That  was  around  about  1884, 1  think. 

Mr.  Young.  What  was  the  next  range  to  be  developed  f 

Mr.  Gaylby.  The  Mesabi. 

Mr.  Young.  About  when  was  that! 

Mr.  Gayley.  In  the  early  nineties. 

Mr.  Young.  Over  what  railroads  does  the  ore  on  the  Marquette 
Bange  reach  the  lake  ports! 

Mr.  Gayley.  It  reaches  Lake  Superior  over  the  Duluth  South 
Shore,  Lake  Superior  &  Ishpeming.  ' 

Mr.  Young.  Over  what  roads  does  it  reach  Lake  Michigan  ports! 

Mr.  Gayley.  Over  the  Chicago  Northwestern. 

Mr.  Young.  What  properties  has  the  Steel  Corporation  on  the 
Marquette  Range! 

Mr.  Gayley.  Principally  the  Lake  Superior  mines. 

Mr.  Young.  That  is  a  three-quarters  interest! 

Mr.  Gayley.  A  three-quarters  interest;  and  the  Queen  group  of 
mines — a  three-quarters  interest — and  they  have  other  properties 
there. 

Mr.  Young.  The  Champion! 

Mr/  Gayley.  The  Champion;  and  they  have  other  ore-bearing 
territory  which  is  not  opened  up. 
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Mr.  Yoimo.  Did  they  fonnerly  have  a  lease  on  the  Negaunee 
mine? 

Mr.  Gatlet.  They  still  have,  I  believe. 

Bfr.  ToiTNG.  On  the  Negaunee  mine) 

Mr.  Gatiat.  Oh ;  I  was  tliinking  of  the  Queen  group  at  Negaunee. 
Yes;  that  lease  has  expired. 

Mr.  YoTTKG.  And  the  property  has  gone  into  other  hands  t 

Mr.  Gatlet.  The  property  has  been  acquired  by  the  Cleveland 
caffs  Iron  Co.  ' 

Mr.  Young.  Over  what  railroads  do  the  ores  on  the  Menominee 
Range  reach  the  Lakes! 

Mr.  Gatubt.  The  Chica^  Northwestern. 

Mr.  Young.  At  what  pomt  do  they  reach  the  lakes? 

Mr.  Gatiat.  At  Escanaba. 

Mr.  Young.  What  properties  of  the  Steel  Corporation  are  on  that 
range! 

Mr.  Gatlbt.  Principally  the  Aragon  and  Chapin  mines,  the  Iron 
Biver  mines,  and  I  believe  thej  still  have  some  at  Crystal  Falls. 

Mr.  Young.  They  have  an  interest  in  the  Pewabic  at  Iron  Moun- 
tain! 

Mr.  Gatust.  That  is  an  old  interest,  through  the  Carnegie  Steel 
Co. 

Mr.  Young.  Over  what  roads  do  the  ores  on  the  Gogebic  Range 
reach  the  lakes! 

Mr.  Gati-bt.  The  Chicago  Northwestern  and  Wisconsin  Central. 

Mr.  Young.  And  at  what  point  do  they  reach  the  lakes! 

Mr.  Gatlbt.  At  Ashland. 

Mr.  Young.  What  properties  has  the  Steel  Corporation  on  that 
ranoe! 

Mr.  Gati^bt.  They  have  the  Norris  group  of  mines  and  the  Aurora, 
and  then  beyond,  at  Bessemer,  they  have  the  Tilden  mines. 

Mr.  Young.  What  other  companies  besides  the  United  States  Steel 
Corporation,  if  you  faiow,  own  operating  mines  upon  the  Marquette 
Range,  and  what  are  they! 

Mr.  Gatust.  Hie  Cleveland  Cliffs  and  the — I  have  forgotten  the 
name  of  the  mine,  but  it  is  owned  by  Jones  Sb  Laughlin. 

Mr.  Young.  Lake  Angeline ! 

Mr.  Gatlet.  Lake  Anjseline. 

Mr.  Young.  And  the  Cambria,  and  the  Republic! 

Mr.  Gatu&t.  Hie  Cambria  and  the  Republic  are  also  there;  and 
there  are  a  number  of  smaller  operations. 

Mr.  Young.  The  Republic  mine  belongs  to  the  Cambria,  does  it 
not! 

Mr.  Gatlet.  Yes. 

Mr.  Young.  Then  the  Republic  Iron  and  Steel  Co.  also  operate 
some  mines  at  Negaunee! 

Mr.  Gatlbt.  Yes. 

Mr.  Young.  The  Steel  Corporation  formely  owned  or  leased  the 
Hartford  mine  at  Ne^unee! 

Mr.  Gatlet.  They  did. 

Mr.  Young.  Has  that  Icuase  expired! 

Mr.  Gatlbt.  It  has  expired. 

Mr.  Young.  Who  is  operating  the  property  now!  It  is  the  Re* 
public  Iron  and  Steel  Co.,  is  it  not! 
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Mr.  Gatley.  Yes:  I  believe  it  is. 

Mr.  Young.  On  tne  Menominee  Range,  what  other  companies  be- 
sides the  Steel  Corporation  are  operating  mines? 

Mr.  Oatlby.  There  are  a  nmnber  of  small  operations  there. 
Pickens,  Mather  &  Ck).  have  some  properties;  Norton  &  Co.,  of  Cleve- 
land, and  other  firms;  and  the  Canadian  works  at  the  Soo  have  an 
interest  in  a  mine. 

Mr.  Young.  Is  not  the  Penn  Iron  Co.  a  branch  of  the  Cambria  on 
that  range? 

Mr.  Gaylef.  The  Penn  Iron  Co.  is  on  that  range,  too. 

Mr.  Young.  Are  Corrigan,  McKinney  &  Co.  operating  on  that 
ranee? 

Mr.  Gaylby.  At  Crystal  Falls:  yes. 

Mr.  Young.  And  on  the  Gogeoic,  what  other  companies  besides 
the  steel  company  are  interested  and  operating  there? 

Mr.  Gayley.  The  Cleveland  Cliffs  Iron  Co.,  and  Slessinger  has  a 
large  mine. 

Mr.  Young.  Slessinger  has  the  Newport? 

Mr.  GAYiiBY.  The  Newport  inine;  ana  on  beyond,  Jones  &  Laugh- 
lin  had  some  property  when  I  visited  there;  and  then  on  beyond 
that  Corrigan,  McKinney  A  Co.  had  some  properties. 

Mr.  Young.  For  what  purpose  was  the  Duluth  &  Iron  Range 
Kailroad  built? 

Mr.  Gayley.  Built  to  carry  ore  from  the  Vermilion  Bange  to  Lake 
Superior. 

Mr.  Bartlett.  Which  road  is  that? 

Mr.  Young.  That  is  the  Duluth  &  Iron  Range. 

Mr.  Bartlett.  Is  that  the  same  as — oh,  yes;  the  Duluth  &  Iron 
Range. 

Mr.  Young.  This  is  not  the  Missabe.  That  is  another  one.  By 
what  corporation  was  that  built,  if  you  remember f 

Mr.  Gaixey.  By  the  Minnesota  Iron  Co. 

Mr.  Young.  That  is,  they  owned  the  stock? 

Mr.  Gayley.  They  owned  the  stock  of  it. 

Mr.  Young.  That  was  a  good  many  years  before  the  organization 
of  the  steel  company? 

Mr.  Gayley.  A  long  time. 

Mr.  Young.  Now,  we  come  to  the  Missabe.  By  whom  was  the 
Duluth,  Missabe  &  Northern  Railway  built? 

Mr.  Gayley.  I  have  for  the  moment  forgotten. 

Mr.  Young.  Do  you  remember  some  gentleman  named  Meritt? 

Mr.  Gayley.  By  the  Meritts;  yes.  Afterwards  it  was  secured  by 
the  Rockefeller  interests. 

Mr.  Young.  Did  you  know  anything 

The  Chairman.  What  is  that  ? 

Mr.  Young.  We  are  talking  about  the  Duluth,  Missabe  &  Northern. 
I  am  simply  getting  the  history  of  it. 

The  Chairman.  I  did  not  catch  it. 

Mr.  Young.  Do  you  remember,  or  did  vou  know,  anything  about 
the  negotiations  between  the  Meritts  and  the  Minnesota  Iron  Co., 
through  Mr.  Selwood  and  Mr.  Porter,  for  the  purchase  of  the  control 
of  their  entire  interCvSts  in  the  Mesabi  Range,  long  previous? 

Mr.  Gayley.  I  did  not. 
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Mr.  Young.  Do  you  know  anything  about  the  trade  by  which  Mr. 
John  D.  Bockef eller  acquired  an  interest  ? 

Mr.  Gayi/EY.  I  do  not, 

Mr.  YouNO.  In  that  property? 

Mr.  Gayley.  I  do  not^ 

Mr.  YouNO.  Your  first  knowledge  of  it  was  at  the  time  it  was 
acquired  by  the  Steel  Corporation? 

Mr.  Gayley.  No;  my  first  knowledge,  my  first  acquaintance  with 
it,  was  when  it  was  managed  by  the  Rockefeller  interests.     , 

Mr.  Young.  Who  had  local  charge  of  the  property  at  that  time  ? 

Mr.  Gayley.  Mr.  Olcott. 

Mr.  Young.  Who  is  now  the  president  of  the  Oliver  Iron  Min- 
ing Co.? 

Mr.  Gayley.  He  is. 

Mr.  Young.  W.  J.  Olcott  ? 

Mr.  Gayley.  W.  J.  Olcott. 

Mr.  Young.  He  would  be  familiar,  then,  with  the  entire  history  of 
the  property  and  its  character  and  extent? 

Mr.  (jayley.  I  presiune  so. 

Mr.  Young.  Has  there  been  any  material  growth  during  the  last 
20  years  in  the  extent  of  the  known  bodies  of  ore  in  the  Lake  Superior 
district  ? 

Mr.  Gayley.  Tremendous. 

Mr.  Young.  What? 

Mr.  Gayley.  Tremendous. 

Mr.  Young.  Tremendous.  During  that  time  all  of  the  ranges 
except  the  Marquette  have  been  discovered? — ^perhaps  a  little  over  20 
years,  well,  about  25  years,  say? 

Mr.  Gayley.  In  about  25  years ;  all,  except,  I  would  say,  the  Mar- 
quette— ^the  Marquette  and  perhaps  part  of  the  Menominee. 

Mr.  Young.  What  can  you  say  as  to  the  growth  of  the  known 
bodies  of  ore  in  that  district  since  the  organization  of  the  Steel  Cor- 
poration ? 

Mr.  Gayley.  The  growth  of 

Mr.  Young.  Of  the  known  bodies  of  ore. 

Mr.  Gayley.  The  growth  of  the  known  deposits  of  ore  since  the 
formation  of  the  Steel  Corporation  has  largely  consisted  in  the  de- 
velopment through  exploration  of  ore  bodies  that  were  known  to 
exist;  principally  that. 

Mr.  Young.  Has  not  the  Mesabi,  for  instance,  been  extended  west- 
v^ard  a  considerable  distance  beyond  what  was  supposed  to  be  its 
limits  at  that  time? 

Mr.  Gayley.  It  was  known  to  extend  there.  The  development  of 
the  individual  ore  bodies  was  not  determined. 

Mr.  Young.  What  was  the  state  of  the  iron-ore  business  during 
the  years  from  1893  to  1898,  inclusive? 

Mr.  Gayley.  In  what  respect? 

Mr.  Young.  As  to  prosperity  or  otherwise. 

Mr.  Gayley.  Well  it  had  its  periods  of  ups  and  downs,  the  same 
as  it  always  had. 

Mr.  Young.  Did  it  have  any  uj)s  in  those  years? 

Mr.  Gayley.  I  think  it  haa,  without  looking  at  the  record. 

Mr.  Young.  Is  it  not  a  fact  that  throughout  a  large  portion  of  that 
time  many  of  the  best  properties  were  closed  ? 
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Mr.  Gatley.  Taking  the  old-range  ores  as  a  basis,  in  1893  they 
were  reduced ;  in  1894,  further  reduced. 

Mr.  Young.  Yes. 

Mr.  Gayxey.  In  1895  there  was  an  appreciation,  and  in  1896  they 
were  high. 

Mr.  Young.  Yes.    In  1896  came  the  first  recovery  ? 

Mr.  Gayuby.  The  first  recovery. 

Mr.  Young.  Then  there  was  a  setback  in  1897,  was  there  not  ? 

Mr.  Gayley.  In  1897  and  in  1898,  during  the  time  of  the  low  rail 
price. 

Mr.  Young.  During  those  years  the  shipments  from  the  Mesabi 
Range  were  comparatively  small,  were  they  not? 

Mr.  Gayley.  Oh,  yes. 

Mr.  Young.  The  real  development  was  just  beginning  therel 

Mr.  Gayley.  Just  beginning.  The  mines  were  just  being  opened 
up. 

Mr.  Young.  And  is  it  not  true  that  on  the  old  range  such  great 
lands  as  the  Cleveland  Cliffs  property  at  Ishpeming,  the  Chapin  and 
the  Aragon  absolutely  closed  down  and  quit? 

Mr.  Gayley.  What  year  was  that  ? 

Mr.  Young.  1893  |  the  fall  of  1893. 

Mr.  Gayley.  I  think  it  was  closed  down. 

Mr.  Young.  And  is  it  not  true  that  the  Aragon  and  Chapin,  a  year 
or  two  after  that,  were  closed  out  by  the  receiver?  The  Aragon 
was  sold  for 

Mr.  Gayley.  The  Chapin  was,  and  I  think  likewise  the  Aragon. 

Mr.  Young.  The  Chapin  was  sold  for  $130,000  to  Mr.  Hanna,  was 
it  not? 

Mr.  Gayley.  I  think  that  was  about  the  price. 

Mr.  Young.  And  that  was  a  property  wnich  contained  many  mil- 
lions of  tons  of  iron  ore  ? 

Mr.  Gayley.  It  did. 

Mr.  Young.  Now,  from  that  time  on  has  there  been  any  increase 
in  the  value  of  ore  properties  ? 

Mr.  Gayley.  Oh,  greatly ;  greatly. 

Mr.  Young.  And  to  what  is  that  due  ? 

Mr.  Gayley.  It  is  due  to  the  fact,  primarily,  that  the  steel-produc- 
ing interests  owned  very  few  properties.  They  bought  from  ore 
merchants;  but  about  that  time  they  began  the  acquisition  of  steel 
properties  on  the  various  ranges. 

Mr.  Young.  Has  there  not  also  been  a  very  large  increase  in  value 
owing  to  the  further  development  of  the  properties  and  increased 
knowledge  as  to  what  they  contain  ? 

Mr.  Gayley.  Naturally  so. 

Mr.  Young.  I  think  Mr.  Gayley  stated  that  about  50  per  cent  of 
the  ores  in  the  Lake  Superior  district  were  owned  by  the  Steel  Cor- 
poration and  about  50  per  cent  by  the  independents. 
Mr.  LiNDABURY.  You  mean  Mr.  Gary's  statement  ? 
Mr.  Young.  Mr.  Gary,  I  should  have  said.    Is  that  about  correct, 
in  yourj udgment  ? 

Mr.  Gayley  (examining  a  book).  I  am  just  looking  for  a  table 
here  to  jpye  it  to  you  accurately.  Mr.  Willard  Hayes,  of  the  Geo- 
logical Survey,  estimates  that  the  mines  in  Michigan  and  Minnesota 
have  in  reserve  about  three  and  a  half  billion  tons  of  ore. 
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Mr.  Young.  Of  merchantable  quality  ? 

Mr.  Gayley.  That  is  understood  to  be  the  available  gross  tons  of 
merchantable  ore;  and  the  Steel  Corporation  estimate^  the  estimate 
of  their  books  is,  one  and  three-quarter  billions,  whrch  is  50  per  cent. 

Mr.  Littleton.  One  and  three-quarter  billions? 

Mr.  Gayley.  1,750,000,000  tons. 

Mr.  Young.  Was  this  estimate  of  one  and  three-quarter  billions 
made  under  your  general  supervision  ? 

Mr.  Gayley.  No  ;  part  of  it  was. 

Mr.  Young.  What  is  that? 

Mr.  Gayley.  Part  of  it. 

Mr.  Young.  Part  of  it? 

Mr.  Gayley.  Part  of  it. 

Mr.* Young.  Who  had  charge  of  making  that  estimate? 

Mr.  Gayley.  Well,  it  was  made  by  the  officials  of  the  Oliver  Iron 
Mining  Co. 

Mr.  Young.  Was  that  during  the  time  when  Mr.  Cole  was  presi- 
dent? 

Mr.  Gayley.  I  think  it  was. 

Mr.  Young.  And  about  how  much  of  that  is  on  the  Mesabi? 

Mr.  Gayley.  By  far  the  greater  portion.  I  can  not  tell  you  in 
tonnage. 

Mr.  Young.  As  much  as  one  billion  and  a  quarter  of  tons? 

Mr.  Gayley.  I  should  think  so.  It  is  very  hard  to  estimate  what 
you  really  have  on  what  we  call  the  older  ranges  like  in  Michigan  on 
account  of  the  difference  in  the  ore  formation. 

Mr.  Young.  Will  you  describe  that  so  that  the  committee  will  un- 
derstand it — ^the  differences  as  to  those  ? 

Mr.  Gayley.  The  ore  formation  in  Michigan,  and  likewise  on  the 
Vermilion  Range,  is  a  regular  vein  formation. 

Mr.  Young.  A  what  ? 

Mr.  Gayley.  Vein  formation— the  ore  vein  dipping  at  an  angle, 
with  a  well-defined  hanging  and  foot  wall,  and  it  is  very  difficult  to 
make  estimates  for  a  lone  time  ahead  on  what  your  reserves  are.  On 
the  Mesabi  Range  the  deposits  are  horizontal,  with  a  covering  of 
gravel  drift,  so  that  it  is  verv  easy  to  go  through  that  drift.  It  mav 
be  from  5  teet  to  100  feet  in  depth.  You  can,  by  driving  through 
that  overburden  mark  out  the  limits  of  every  deposit  with  practical 
certaintv  and  estimate  the  tonnage  of  iron  that  is  contained  in  each 

one  of  tnem. 

Mr.  Young.  What  are  the  differences,  if  any,  in  the  character  of 
the  ores  on  the  Mesabi  and  the  other  ores  in  the  Lake  Superior 

district  ? 

Mr.  Gayley.  The  difference  is  largely  a  physical  difference.  The 
ores  on  the  Michigan  ranges,  some  of  them,  are  lump  ore,  like  rock, 
and  the  so-called  soft  ores;  wherfeas  the  Mesabi  ores  are  extremely 
fine  and  contain  a  large  proportion  of  very  finely  granulated  ore — 
a  great  deal  more  so  than  the  soft  ores  of  the  other  ranges. 

Mr.  Young.  Does  this  cause  any  difference  in  their  use,  or  in  their 
value,  and  in  the  methods  of  treatment  ? 

Mr.  Gayley.  For  a  long  time  the  Mesabi  ores  were  severely  penal- 
ized on  acount  of  their  structure.  As  time  goes  on  and  the  people 
have  learned  to  utilize  these  fine  ores  to  greater  advantage,  they  find 
that  they  can  to-day  utilize  them  about  as  well  as  the  softer  ores  of 
the  old  range. 
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Mr.  Young.  About  what  percentage  of  mineral — that  is,  of  the 
iron — ^is  contained  in  what  are  known  as  the  first-class  Lake  Superior 
ores? 

Mr.  Gayibt.  Well,  to-day,  from  56  to  60  per  cent  iron. 

Mr.  Young.  And  about  what  percentage  of  the  ores  that  are 
shipped  from  that  region  are  first-class  ores,  running  from  56  to  60 
in  iron  ? 

Mr.  Gayley.  I  can  not  tell  you. 

Mr.  Young.  Some  ores  that  are  below  56  are  shipped,  are  they  not? 

Mr.  Gayley.  Since  the  formation  of  the  Steel  Corporation,  and  a 
pretty  definite  knowledge  of  each  ownership  with  regard  to  its  ore 
reserves,  there  have  been  used  very  much  lower  grades.  In  fact,  it 
has  resulted  in  practically  a  conservation  of  ore  reserves,  and  ores  as 
low  as  45  per  cent  have  been  mixed  in  and  are  being  mixed  in. 

Mr.  YouNO.  And  in  some  few  instances  ores  running  below  that, 
when  they  have  some  special  quality? 

Mr.  Gayley.  Ores  running  below  that,  that  are  very  silicious  and 
very  low  in  phosphorous,  but  which  are  used  for  special  purposes. 

Mr.  Young.  For  what  purposes  are  they  used — those  high  silicious 
and  low-phosphorous  ores  ? 

Mr.  Gayley.  They  are  used,  practically,  as  a  slag  producer  in  the 
furnaces. 

Mr.  Young.  Are  they  used  to  mix  with  the  Mesabis  ? 

Mr..  Gayley.  To  mix  with  the  Mesabi  ores.  Ores  have  got  to  be 
mixed  according  to  their  chemical  constituents,  in  order  to  work 
properly  and  to  oe  economicallv  smelted  in  the  furnace. 

Mr.  Young.  I  suppose  that  the  low-grade  ores  of  which  you  speak, 
the  silicious  ores,  are  a  very  small  proportion  of  the  total  shipment? 

Mr.  Gayley.  Very  small. 

Mr.  Young.  But  state  whether  or  not  it  is  true  that  there  has  been 
from  the  beginning  of  your  acquaintance  with  the  ore  business  a 
steady  lowenng  of  the  mineral  contents  in  the  ore  which  could  be 
used,  so  that  you  have  been  able  to  use  from  year  to  year  lower  grades 
of  ore. 

Mr.  Gayley.  There  has  been  a  constant  dropping  in  the  analysis 
or  in  the  units  of  iron  in  the  ore. 

Mr.  Young.  What  has  been  the  cause  of  that? 

Mr.  LiNDABURY.  That  is  not  an  answer  to  your  question,  and  I 
fear  the  witness  did  not  apprehend  the  question.  You  asked  whether 
or  not  they  could  constantly  use  a  lower  grade,  and  he  answered  that 
the  grade  seemed  to  be  continuaUy  lowermg,  as  I  understood  it. 

Mr.  Young.  I  think  he  meant  the  same  thing.  He  seemed  to  me 
to  answer  my  question. 

What  has  enabled  you  to  use  these  constantly  lowering  grades 
of  ore  ? 

Mr.  Gayley.  Nec^ity. 

Mr.  Young.  Anything  else? 

Mr.  Gayley.  Not  that  I  know  of. 

Mr.  Young.  Has  necessity  performed  its  usual  function  and  been 
the  mother  of  invention? 

Mr.  Gayley.  Well,  it  has  been  the  history  of  all  ore  districts  that 
you  use  the  richer  ore  first;  and  in  my  earlier  visits  to  the  Gosebic 
Kange  they  were  throwing  ore  with  56  per  cent  iron  out  on  their  dump 
piles  because  they  had  no  market  for  it.    Now  they  are  glad  to  get 
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it.  There  is  a  great  deal  of  ore  up  in  the  Lake  Superior  region 
that  is  pretty  well  defined  as  to  tonnage,  and  it  is  the  purpose  of 
the  steel  interest  to  utilize  every  pound  oi  that  ore  that  can  oe  util- 
ized economically. 

Mr.  Young.  Are  there  or  are  there  not  very  large  bodies  of  ore 
in  the  Lake  Superior  district  now,  that  are  not  commercially  avail- 
able because  of  the  too  low  iron  content? 

Mr.  Gayiey.  There  are  large  quantities  of  ore-bearing  formations 
throughout  the  State  of  Michigan  that  are  not  now  available,  but 
in  the  future  will  be  available. 

Mr.  Young.  Yes.  That  runs  into  many  hundreds  of  millions  of 
tons? 

Mr.  Gayley.  I  presume  it  would. 

Mr.  Young.  Did  you,  while  you  had  charge  of  the  ore  business 
for  the  Steel  Corporation,  keep  informed  as  to  the  discoveries  of 
iron  ore  throughout  the  United  States  and  in  foreign  countries? 

Mr.  Gayley.  I  did. 

Mr.  Young.  What  can  you  tell  us  as  to  the  extent  of  iron  ore 
deposits  in  States  other  than  Michigan,  Wisconsin,  and  Minnesota? 

Mr.  Gayley.  There  are  large  deposits  of  ore  in  New  York  State. 
Some  of  these  deposits  are  very  rich  and  extensive.  There  are  vast 
deposits  of  ore  or  lower  ^rade  that  can  not  be  shipped  without  con- 
centration, but  which  will  be  shipped  in  the  future,  and  will  be 
mined  and  will  be  concentrated,  and  will  be  available  for  contersion 
into  iron  products. .  New  Jersey  has  large  quantities 

Mr.  Young.  Before  you  turn  to  New  Jersej',  let  me  ask  you  this : 
Where  are  these  New  York  ores? 

Mr.  Gayley.  The  largest  deposit  is  at  Port  Henry,  on  Lake  Cham- 
plain,  and  then  extending  out  through  that  region— the  Adirondack 
region. 

Mr.  Young.  Does  the  Steel  Corporation  own  any  ores  up  there? 

Mr.  Gayley.  The  Steel  Corporation  acquired  ore  proj>erty  there 
through  the  American  Steel  &  Wire  Co. — what  is  Known  as  the 
Crown  Point  lands— some  five  or  six,  or  perhaps  more,  thousand 
acres. 

Mr.  Young.  Have  they  ^ver  operated  it  up  to  date? 

Mr.  Gayley.  They  have  explored  it,  but  the  ore  is  not  rich  enough 
to  ship  without  treatment — concentrating  treatment. 

Mr.  Young.  Very  well.    Go  on  with  your  New  Jersey  deposits. 

Mr.  Gayley.  The  New  Jersey  formation,  which  used  to  be  at  one 
time  near  the  center  of  the  iron  industry,  located  in  the  Lehigh  and 
Schuylkill  valleys,  used  to  be  the  great  source  of  the  ore  supply. 
There  are  large  iron-bearing  formations  there  of  magnetite  ores, 
which  can  and  will  be  concentrated  and  agglomerated  and  shippea 
to  the  furnaces. 

Mr.  Young.  What  is  the  character  of  that  ore? 

Mr.  Gayley.  Magnetite. 

Mr.  Young.  What  other  States  have  large  bodies  of  ore? 

Mr.  Gayley.  All  down  through  the  South — ^through  the  great 
valley  of  the  Appalachian  Range — there  are  deposits  of  brown  hema- 
tites clear  through  to  Alabama.  There  are  large  deposits  in  the 
West.  Utah  has  about  150,000,000  tons  that  has  never  been  touched. 
There  are  large  deposits  in  Riverside  County,  Cal.,  and  large  de- 
posits of  brown  hematites  in  Texas,  which  have  not  been  used. 
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Mr.  Young.  Has  thert  as  yet  been  much  development  in  the  west- 
em  ores? 

Mr.  Gaylbt.  Practically  none  in  the  far  West,  except  in  Wyoming, 
which  supplies  the  Colorado  Fuel  &  Iron  Co. 

Mr.  Young.  Yes.  Then,  judging:  from  the  experience  in  other 
regions,  immensely  greater  oreT)oaies  will  probably  be  discovered 
there  than  are  yet  known? 

Mr.  Gayuey.  I  do  not  think  there  is  any  question  of  that. 

Mr.  Young.  What,  if  anything,  do  you  know  about  ores  in  Canada? 

Mr.  Gaymiy.  Canada  is  very  poorly  supplied  with  iron  ores. 

Mr.  Young.  The  ores  so  far  discoverea  are  of  a  very  low  grade  ? 

Mr.  Gayi^y.  Of  a  very  low  grade,  and  need  concentrating  in  order 
to  enrich  them. 

Mr.  Young.  They  have  one  paying  mine  over  there,  I  believe — ^the 
Helen? 

Mr.  Gayley.  The  Helen,  at  Michipicoten  Harbor. 

Mr.  Young.  That  is  the  only  mine  that  pays? 

Mr.  Gayley.  That  is  the  only  one  I  know  of. 

Mr.  Young.  Up  to  date.  Are  you  familiar  with  the  property  of 
the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gayuby.  I  know  as  to  their  ore  reserves. 

Mr.  Young.  What  can  you  say  of  them? 

Mr.  Gayijey.  They  have,  as  to  tonnage  of  ore,  about  440,000,000 
tons — that  is,  of  ore  tonnage ;  but  that  ore  is  a  lean  ore,  and  if  you 
compare  it 

Tne  Chairman.  I  did  not  catch  that.  What  is  the  tonnage  of  the 
Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Gayley.  Four  hundred  and  forty  million  tons,  but  it  is  a  lean 
ore. 

The  Chairman.  I  see  the  statement  is  made — ^I  think  there  is  one 
statement  by  the  company  and  another  by  a  gentleman  who  wrote 
to  Mr.  Munsey's  magazine — that  there  were  720,000,000  tons  of  iron 
ore  now  located  in  the  properties  belonging  to  the  Tennesse  Coal  & 
Iron  Co. 

Mr.  Gayley.  There  may  be  that  many  tons  or  iron,  but  the  ton- 
nage that  I  know  is  a  tonnage  that  is  merchantable  at  this  time. 
There  are  lots  of  ores  on  that  property  that  are  verv  lean  and  that 
may  become  merchantable  in  the  far  distant  future ;  but  I  wanted  to 
say  that  when  you  compare  that  ore  with  the  Lake  Superior  ores  it 
is  only  about  two-thiras  as  rich,  which  would  reduce  the  tonnage 
relativdv  to,  say,  300,000,000  tons. 

The  CJhairman.  Pardon  me,  Mr.  Young. 

Mr.  Young.  Go  ahead. 

The  Chairman.  When  you  speak  of  tonnage  in  the  ore  regions  of 
the  Tennessee  Coal  &  Iron  Co.,  you  are  measuring  it  by  the  ^andard 
of  100  per  cent  of  iron  ? 

Mr.  Gayley.  No,  no ;  simply  a  ton  of  ore  material  in  weight,  con- 
taining, as  it  does,  about  37  per  cent  of  iron  as  against  the  56  per 
cent  of  the  Lake  Superior  region.  ' 

Mr.  Young.  Is  that  a  Bessemer  ore? 

Mr.  Gayley.  Non-Bessemer. 

Mr.  Young.  Is  there  any  Bessemer  ore  there  ? 

Mr.  Gayley.  No. 
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Mr.  Young.  Were  you  familiar  with  this  property  before  its  ac- 
quisition by  the  Steel  Corporation  ? 

Mr.  Gaylet.  I  knew  about  its  ore  reserves  and  its  plant. 

Mr.  Young.  Did  you  ever — an  oflSoer  of  the  Steel  Corporation — 
contemplate  the  purchase  of  this  property  i  Did  you  ever  discuss  it 
with  other  gentlemen  in  the  company  ? 

Mr.  Gayijjy.  I  have. 

Mr.  Young.  When  was  that? 

Mr.  GAYiiEY.  About  six  months  before  it  was  acquired  by  the  cor- 
poration. I  recommended  to  Mr.  Frick  that  it  would  be  a  good 
acquisition  for  the  Steel  Corporation,  from  the  standpoint  alone^  of 
its  raw  material.  My  department  of  the  business  was  raw  material. 
It  was  my  business  to  strengthen  in  every  possible  way  the  Steel 
Corporation  in  its  raw  material  reserve.  Segarding  it  from  the 
standpoint  of  raw  material  I  suggested  to  him  one  day  that  it  might 
l|e'a  valuable  acquisition  for  the  Steel  Corporation. 

Mr.  Young.  Were  you  considering  any  special  price  on  it  at  that 
time?    Were  you  discussing  any  price? 

»  Mr.  Gaymsy.  No.  The  question  of  the  acquisition ;  the  price  that 
it  should  be  acquired  at  was  not  in  my  consideration  at  that  moment. 
Mr.  Frick  was  absolutely  opposed  to  it.  He  did  not  favor  it  at  all, 
except  that  it  could  be  gotten,  as  he  stated  at  the  time,  at  what  he 
considered  a  fair  price  for  the  stock,  which  was  very  low. 

Mr.  Bartlett.  About  how  low? 

Mr.  Gaixey.  About  $50  I  think  we  were  talking  of  at  that  time. 

Mr.  Young.  What  was  the  price? 

Mr.  Gaylby.  The  price  that  was  mentioned  was  about  $60. 

Mr.  Bartlett.  A  share? 

Mr.  Young.  A  share? 

Mr.  Gayley.  a  share. 

The  Chairman.  What  were  the  shares  selling  at  at  the  time  you 
were  talking  about  buying? 

Mr.  GAYiiEY.  Considerably  over  par. 

Mr.  Young.  And  par  was  100? 

Mr.  Gayley.  Yes.  At  that  time  I  thought  it  was  a  good  proposi- 
tion. 

Mr.  Young.  At  what  price? 

Mr.  Gayley.  A  good  proposition  to  get  hold  of  as  a  raw-material 
reserve  at  about  that  price. 

The  Chairman.  It  was  selling  at  about  140  then,  was  it  not  Mr. 
Gayley — about  six  months  before  it  was  acquired  ? 

Mr.  Gayley.  I  understand  that  the  general  understanding  was 
that  the  price  was  forced  up  by  a  pool  that  had  control  of  it 

The  (Jhairman.  Was  that  what  the  stock  was  bringing  on  the 
market  ?  It  has  been  stated  here  that  the  stock  sold  six  months  prior 
to  the  acquisition  at  140.  ^  Is  that  correct?  It  has  been  stated  that  it 
was  purchased  at  that  price. 

Mr.  Gayley.  I  do  not  know  that  there  were  many  transactions  in 
it.    It  certainly  was  not  there  on  account  of  its  earning  capacity. 

Mr.  Young.  Since  that  time  have  you  formed  a  more  favorable 
impression,  after  further  knowledge,  or  otherwise  ? 

Mr.  Gayley.  Well,  I  knew  at  that  time  all  that  I  could  know  about 
its  ore  reserve. 

Mr.  Young.  Yes. 
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Mr.  Gayley.  There  had  been  a  committee,  I  think^  ar  year  befor< 
a  committee  of  experts — who  had  made  a  very  careful  examination 
of  their  coal  and  tneir  ore  reserves. 

Mr.  Young.  Yes. 

Mr.  GAYiiEY.  And  it  was  known  to  a  great  many  people.  In  the 
light  of  more  recent  developments  it  has  not  proven  as  good  as  I 
thought  it  would  at  that  time. 

Mr.  Young.  Why  is  that  ? 
/  Mr.  Gayley.  The  enormous  development  of  the  Cuban  field  of  iron  ^ 
ores,  which  were  then  just  in  their  infancy.  And  there  were  a  new 
set  of  problems  presented  with  respect  to  that  Cuban  ore.  It  was 
different  from  the  ores  of  this  country — ^its  work  in  the  furnace,  and 
so  on — ^and  it  was  new.  Considering  the  large  reserves  of  ore  that 
are  in  Cuba,  and  which  have  since  been  made  available,  an  expendi- 
ture of  one-tenth  of  the  money  in  some  ore  reserves  in  Cuba  would 
have  secured  them  a  great  deal  more  ore. 

Mr.  Young.  What  is  the  character  of  that  ore  over  there? 

Mr.  Gayley.  The  ore  is  extremely  fine,  almost  like  flour,  and  it 
is  a  very  wet  ore, 

Mr.  Young.  Is  it  not  expensive  getting  that  water  out  of  it? 

Mr.  Gayley.  No  ;  that  is  not  an  expensive  operation.  -     * 

Mr.  Young.  How  much  does  it  cost  per  ton  t 

Mr.  Gayley.  Well,  the  ore  has  to  be  agglomerated,  and  in  the 
process  of  agglomeration  that  moisture  is  driven  off,  and  the  mere 
expense  of  drivniig  the  water  off  is  small. 

Mr.  Young.  What  do  you  mean  by  the  process  of  agglomeration? 

Mr.   Gayley.  Taking  this  flour  and  putting  it  into  biscuits. 
[Laughter.] 

Mr.  Young.  Will  you  not  describe  what  that  process  is,  and  what 
these  biscuits  are? 

Mr.  Gayley.  There  are  various  processes  for  doing  it.  The  proc- 
ess they  are  now  using  is  to  put  this  ore  into  a  long  revolving  kiln, 
through  which  a  gas  flame  travels,  and  as  this  fine  ore  is  turned 
around  in  this  kiln  it  is  cemented  toother,  it  is  stuck  together,  by 
the  heat.  It  gets  up  to  almost  a  fusion  point  or  adhesion  point  of 
the  iron  ore,  and  then  that  is  agglomerated  into  balls.  The  advan- 
tage of  that  is  that  when  it  is  put  in  the  furnace  it  does  not  blow 
out  the  top  with  the  spases. 

The  Chairman.  What  is  the  cost  per  ton  of  that  agglomeration? 

Mr.  Gayley.  I  think  it  is  now  costing  them,  on  the  whole  opera- 
tion— ^and  this  is  their  primary  installation — ^about  $1  a  ton. 

The  Chairman.  One  dollar  a  ton  ? 

Mr.  Gayley.  Yes. 

Mr.  Young.  This  is  the  first  attempt,  you  say,  to  do  that  ? 

Mr.  Gayley.  This  is  their  first  installation.  Oh,  yes;  they  will 
be  able  to  do  it  cheaper. 

Mr.  Young.  They  will  what? 

Mr.  Gayley.  They  will  be  able  to  do  it  cheaper. 

Mr.  Young.  How  large  are  those  Cuban  deposits  ? 

Mr.  Oayley.  I  presume  there  are  safely  developed  two  billion  1/ 
tons. 

Mr.  Young.  Are  there  any  other  ores  in  Cuba  besides  this  fine  ore 
that  you  speak  of? 
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/  Mr.  Gayley.  Yes,  yes.  There  are  ores  on  the  south  side  of  Cuba, 
owned  by  the  Pennsylvania  Steel  Co.  interests ;  and  then  the  Bethle- 
hem Steel  Co.  get  their  ores  from  Cuba.  In  fact,  the  Bethlehem,  the 
Pennsylvania,  and  the  Maryland  steel  companies  are  practically  pro- 
vided with  ores  from  Cuba  alone,  although  they  probably  have  some 
long-time  contracts  which  they  have  not  worked  out.  But  these  ores 
are  available  for  that  district.  They  are  even  available  as  far  west 
as  Buffalo ;  and  I  think  in  a  comparatively  short  time  they  will  be 
available  as  far  west  as  Pittsburg,  in  competition  with  Lake  ores. 

The  Chairman.  What  is  their  metallic  contents? 

Mr.  Ga YiiEY.  Of  the  Cuban  ores  ? 

The  Chairman.  Yes. 

Mr.  Gayljesy.  After  being  agglomerated,  from  54  to  65  per  cent 

Mr.  Young.  About  what  percentage  of  moisture  is  there  m  them? 

Mr.  Gaylby.  Twenty-four  per  cent. 

Mr.  Young.  About  what  percentage  of  moisture  is  there  in  the 
Mesaba  ores? 

Mr.  Gayley.  Ten  to  eleven. 

Mr.  Young.  They  have  something  over  twice  as  much  moisture; 
but,  as  I  understand  you,  this  process  of  agglomeration  is  not  pri- 
•  m'arily  for  the  removal  of  that  moisture. 

Mr.  Gayley.  No,  sir;  it  is  for  agglomerating,  and  the  moisture  is 
removed  during  the  process  of  agglomeration. 

Mr.  Young.  In  other  words,  it  is  really  a  first  process  in  the 
manufacture  of  the  ore,  is  it  not  ? 

Mr.  Gayley.  No.    In  the  manufacture  of  what  ? 

Mr.  Young.  In  the  manufacture  of  the  ore  into  some  finer  product 
It  is  the  first  step  ? 

Mr.  Gayley.  It  is  a  necessary  step  for  the  economical  manufacture 
of  iron  from  ore  of  that  kind. 

Mr.  Young.  Yes. 

Mr.  Gayley.  It  is  not  done  with  all  ores. 

Mr.  Young.  No;  I  understand  that.    But  I  mean,  when  you  have 
done  that  these  ores  are  advanced  one  step  in  manufacture? 

Mr.  Gayley.  Not  a  bit. 

Mr.  Young.  Not  a  bit  ? 

Mr.  Gayley.  No. 

Mr.  Young.  How  do  those  ores  lie,  and  what  is  the  cost  of  mining 
there? 

Mr.  Gayley.  They  lie  like  the  Mesabi  ores,  in  flat  deposits  that 
come  up  to  the  grass  roots. 

The  Chairman.  Up  to  what  ? 

Mr.  Young.  Up  to  the  grass  roots.    And  how  far  from  the  water 
are  they?    How  far  are  they  from  the  ocean? 

Mr.  Gayley.  Not  very  far;  I  think  15  or  20  miles.    There  are  a 
good  many  deposits  there,  some  of  them  closer  and  some  farther  away. 

Mr.  Young.  Do  you  know  whether  there  are  good  harbors  there? 

Mr.  Gayley.  Yes. 

Mr.  Young.  From  which  they  could  be  shipped? 

Mr.  Gayley.  Yes. 

Mr.  Young.  Are  the  Pennsylvania,  the  Bethleheni,  and  the  Mary- 
land companies  shipping  those  ores  into  the  United  States? 

Mr.  Gayley.  They  are. 

Mr.  Yotng.  Do  you  know  about  how  much  came  in  during  1910? 
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Mr.  Gayley.  I  do  not  know  how  much  was  shipped  in.  They  ship 
some  in  raw,  but  I  was  told  that  they  are  agglomerating  about  three- 
fourths  of  a  million  tons  a  year. 

Mr.  Young.  Has  the  Steel  Corporation  been  procuring  any  ores 
over  there? 

Mr.  Gatlby.  They  have  procured  some. 

Mr.  Young.  Have  they  shipped  any  in? 

Mr.  Gayley.  None  at  all. 

Mr.  Young.  You  mean  they  have  acquired  some  properties  over 
there? 

Mr.  Gatley.  They  have  acquired  ore  property  in  Cuba. 

Mr.  Young.  Have  they  done  anything  with  it  up  to  date  in  the 
way  of  exploration  or  development? 

Mr.  Gayi-by.  They  have  only  proTspected  it,  I  believe. 

Mr.  Young.  Have  they  minea  or  shipped  any? 

Mr.  Gayley.  No;  I  say  they  have  only  prospected  it. 

Mr.  Young.  Do  you  know  whether  that  can  oe  easily  reached  from 
the  water? 

Mr.  Gayley.  I  think  so.  I  do  not  know  the  exact  location.  They 
acquired  after  I  severed  my  connection  with  the  corporation.  I  only 
know  the  fact  of  their  having  some  there. 

Mr.  Young.  Do  you  know  anything  with  regard  to  ores  in  South 
America  ? 

M;p.  Gayi;ey.  There  are  large  deposits  in  Brazil — large  deposits. 

Mr.  Young.  How  large? 

Mr.  Gayley.  Well,  those  deposits  have  not  been  prospected  like 
the  American  deposits;  but  during  my  connection  with  the  corpora- 
tion we  sent  one  of  our  mining  engineers  to  examine  them.  I  do  not 
know  the  estimate  that  he  made,  but  it  was  that  there  were  extremely 
large  deposits  of  ore. 

Mr.  Young.  Hundreds  of  millions ? 

Mr.  Gayley.  Well,  hundreds  of  millions  is  a  big  lot  of  ore. 

Mr.  Young.  You  can  not  remember? 

Mr.  Gayley.  I  do  not  recall  now  what  his  estimate  was. 

Mr.  Young.  Do  you  know  anything  about  the  European  deposits — 
the  deposits  in  Norway  and  Finland  and  Sweden? 

Mr.  Gayley.  There  are  large  deposits  in  Sweden,  in  the  Gellivare 
district;  large  deposits.  Those  are  magnetite  deposits,  to  be  con- 
centrated in  a  great  degree.  Then  they  have  large  deposits  in  Lux- 
emburg and  large  deposits  in  Spain. 

Mr.  Young.  What  would  you  say,  from  your  knowledge  of  this 
subject,  of  the  prospect  of  an  ore  famine  in  tne  future? 

Mr.  Gayley.  There  is  no  possibility  of  it. 

Mr.  Young.  Could  you  tell  about  what  proportion  of  all  of  the 
known  deposits  in  the  United  States  the  Steel  Corporation  owns  or 
controls  ? 

Mr.  Gayley.  That  is  a  difficult  question  to  answer.  It  would,  in 
any  event,  be  a  rouffh  guess.  I  would  guess,  approximately — I  would 
say  between  40  ana  50  per  cent. 

Mr.  Young.  Of  all  in  the  United  States? 

Mr.  Gayley.  No  ;  that  are  now  available,  I  thought  you  said. 

Mr.  Young.  Yes. 

Mr.  Gayley.  Yes.    I  exclude  all  those  out  in  the  far  West. 

Mr.  Young.  Yes.    That  is,  you  would  exclude  the  Utah  ores? 
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Mr.  GATLBr.  Yes. 

Mr.  Young.  The  California  ores? 

Mr.  Gaylet.  Yes;  and  all  west. 

Mr.  Young.  All  the  Rocky  Mountain  ores? 

Mr.  Gatley.  All  west,  practically,  of  the  Mississipi. 

Mr.  Young.  That  would  include  the  Texas  ores,  of  course  ? 

Mr.  Gatley.  Texas  and  Wyoming. 

Mr.  Young.  Now,  a  good  deal  has  been  said  here  about  the  laree 
profits  of  the  railroads  running  into  the  Minnesota  district — ^the 
Duluth  &  Iron  Range,  and  the  Duluth,  Missabe  &  Northern — es- 

£ecially  the  latter.  About  what  is  the  tonnage  of  the  Duluth, 
[issabe  &  Northern,  if  you  know  ? 

Mr.  Gayley.  During  1910  the  Duluth,  Missabe  &  Northern  hauled 
13,609,000  tons. 

Mr.  Young.  That  was  what  year? 

Mr.  Gayley.  That  was  last  year. 

Mr.  Young.  1910? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Young.  And  how  much  was  hauled  by  the  Duluth  &  Iron 
Range  ? 

Mr.  Gayley.  Seven  million  and  eighty-five  thousand  tons. 

Mr.  Young.  Do  you  know  how  much  was  shipped  over  the  Great 
Northern  JRoad  that  year  ? 

Mr.  Gayley.  There  were  twenty-nine  millions  shipped  from  the 
Mesabi  Range.  Deducting  the  Vermillion  Range  snipping  over 
the  Duluth  &  Iron  Range  Railroad,  1,300,000  tons,  would  leave  for 
these  two  roads  19,400,000  tons.  The  total  shipments  from  the 
Mesabi,  as  given  in  these  records,  is  29,000,000  tons. 

Mr.  Young.  So  there  are  about  10,000,000  tons? 

Mr.  Gayley.  About  10,000,000  tons. 

Mr.  Young.  On  the  Hill  road  ? 

Mr.  Gayley.  On  the  Hill  road. 

Mr.  Young.  Do  ^ou  know  how  this  tonnage  compares  with  the 
gross  tonnage,  all  kinds  of  freight,  on  any  other  roaas?  Have  you 
made  any  comparisons? 

Mr.  Gayley.  I  have  not. 

Mr.  Young.  Is  there  one  or  are  there  two  tracks  on  the  Missabe 
&  Northern  ? 

Mr.  Gayley.  It  is  principally  a  two-track  road. 

Mr.  Young.  Principally  a  two-track  road? 

Mr.  Gayley.  Yes. 

Mr.  Young.  There  are  portions  of  it  that  have  more,  are  there  not  f 

Mr.  Gayley.  Oh,  yes.  They  have  to  have  large  sidings,  passing 
sidings,  for  their  ore  trades. 

Mr.  Young.  Is  it  not  a  fact  that  the  real  problem  in  mining  in.  the 
Mesabi  is  not  the  mining,  but  the  shipment  of  the  ore — getting  trans- 
portation for  it  ? 

Mr.  Gayley.  The  mining  is  a  simple  matter  compared  with  the 
transportation  and  the  grading  of  the  ores. 

Mr.  Young.  Do  you  know  whether  the  capitalization  of  these 
roads  as  it  has  been  stated  correctly  states  the  amount  of  money  that 
has  been  put  into  them — whether  it  is  less  or  more? 

Mr.  Gayley.  The  capitalization  stated  simply  represents  thestock 
that  has  been  issued. 
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Mr.  Young.  Yes. 

Mr.  Gayley.  It  does  not  represent  anything  like  the  amount  of 
money  that  has  been  put  into  the  property. 

Mr.  Young.  The  railroad  property ,  you  mean? 

Mr.  Gayley.  The  railroad  property. 

The  Chairman.  You  mean  the  physical  cost  of  construction? 

Mr.  Gayley.  And  equipment,  docks— the  railroads'  facilities  for 
the  handling  of  ore. 

Mr.  Young.  How  did  they  get  the  money  to  do  that,  if  it  was  not 
put  in  in  the  capital  ? 

Mr.  Gayley.  It  was  charged  to  capital  account,  no  doubt.  The 
railroad  takes  its  earnings  and  pays  tnem  as  dividends  to  the  Steel 
Corporation,  and  the  Steel  Corporation  then  authorizes  various  ex- 
penditures for  improvements,  for  engines,  and  tracks,  and  docks,  etc., 
and  uses  up  large  quantities  of  its  earnings. 

Mr.  Young.  Would  the  Steel  Corporation's  statements,  their  an- 
nual statements,  their  annual  reports,  show  what  amount  they  had 
expended  on  those  roads? 

Mr.  Gayley.  I  do  not  recall  if  they  do. 

Mr.  Young.  A  good  deal  of  that  money  had  been  expended  before 
the  Steel  Corporation  bought  the  property,  had  it  not?  They  were 
working  the  roads  at  the  time  ? 

Mr.  Gayley.  Those  roads  every  year  have  a  large  amount  of  money 
expended  on  them — ^at  least,  during  the  time  that  I  was  connected 
with  them. 

Mr.  Young.  Where  can  we  find  just  exactly  what  has  been  ex- 
pended there  ? 

Mr.  Gayley.  The  Steel  Corporation  can  advise  you,  and  will  be 
glad  to  do  it,  no  doubt. 

Mr.  Young.  Will  their  books  show  ? 

Mr.  Gayley.  I  have  no  doubt  of  it.    The  railroad  books  will  show. 

The  Chairman.  The  traffic  men  would  have  that  information, 
would  they  not  ?    The  traffic  sheets  would  show  it? 

Mr.  Gayley.  Oh,  no. 

The  Chairman.  What  officer  ought  we  to  apply  to  for  that  infor- 
mation ? 

Mr.  Gayley.  Each  of  the  railroads  can  advise  you  how  much 
money- 


The  Chairman.  I  mean,  to  what  officer  of  the  road? 

Mr.  Gayley.  To  the  president  of  the  railroad. 

The  Chairman.  Who  is  the  president  of  that  railroad  ? 

Mr.  Young.  That  is  Mr.  House? 

Mr.  Gayley.  Mr.  House  and  Mr.  Olcott. 

Mr.  BoLLiNG.  I  think  probably  that  could  be  furnished  to  the  com- 
mittee directly  from  the  office  of  the  corporation,  Mr.  Chairman,  at 
request,  without  difficulty. 

Mr.  LiNDABURY.  If  you  were  to  subpoena  these  men,  they  might 
not  know  what  they  were  subpoenaed  for,  and  they  might  not  come 
with  the  figures. 

The  Chairman.  It  is  my  intention  to  get  that  information  with- 
out the  necessity  of  bringing  those  men  to  Washington,  if  I  can.  I 
want  to  get  the  information  in  the  way  which  will  least  incon- 
venience the  corporation. 
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Mr.  LrNDABUKY.  You  would  be  likely  to  ^t  it  more  accurately  if 
furnished  on  request  of  the  committee  than  if  told  from  memory  by 
some  witness  called. 

The  Chairman.  I  apprehend  the  reaspn  this  qu^stion  was  asked. 
There  are  certain  facts  where,  if  the  witness  can  make  a  statemiant 
from  memory  and  which  is  only  approximately  correct,  it  will  ob- 
viate the  necessity  of  analyzing  complicated  accounts.  For  instance, 
if  the  Mesabi  Range  were  separated  from  Lake  Superior  by  moun- 
tains and  gorges  and  had  to  he  crowed  by  special  engineering,  deep 
cuts,  fills,  and  things  of  that  sort,  like  the  road  running  up  the 
Koyal  Gorge,  a  simple  statement  of  those  physical  difficulties  would 
explain  the  conditions  and  would  not  necessitate  putting  the  cor- 
poration to  the  trouble  of  furnishing  that  information. 

Mr.  LiNDABURY.  You  have  not  gone  into  the  gorges  with  the  wit- 
ness yet. 

Mr.  Young.  Now,  state  whether  or  not  this  Messabi  Range 

Mr.  Bartlett  (interposing).  Mr.  Young,  the  last  report  of  the 
Steel  Co.  has  an  itemized  statement,  so  far  as  the  expenditures  are 
concerned,  of  these  railroads. 

Mr.  Young.  That  is  the  expenditure  for  that  year.  What  page 
is  that  ? 

Mr.  Bartlett.  Page  9. 

Mr.  Young.  And  that  is  the  expenditure  for  that  year. 

Mr.  Bartlett.  Transportation  property,  railroads,  ordinary  main- 
tenance, and  repairs,  $9,337,563.23 ;  extraordinary  replacements,  total, 
and  FO  on.  Mr.  Liadabury  suggests  that  if  we  want  that  informa- 
tion he  can  furnish  it. 

The  Chairman.  Did  you  furnish  the  reports  to  be  incorporated  in 
the  hearing,  as  suggested. 

Mr.  BoLLiNG.  I  think  Mr.  Filbert  is  going  through  the  testimony 
and  will  send  those  things  all  down. 

Mr.  Young.  At  the  time  I  was  interrupted  I  was  starting  to  ask 
you  whether  or  not  there  is  anything  unusual  in  the  location  of  the 
Missabe  &  Northern  in  regard  to  the  amount  of  tonnage  that  is 
reached  as  compared  with  other  railroads  of  the  country  t 

Mr.  GAYiiEY.  Anything  unusual? 

Mr.  Young.  Yes,  sir;  in  the  amount  of  tonnage  that  it  reaches. 

Mr.  Gayley.  Well,  it  only  reaches  one  kind  of  tonnage,  and  Uiat 
is  iron  ore.  That  is  the  largest  body  of  iron  ore  in  the  world  which 
those  roads  in  Minnesota  run  into. 

Mr.  Young.  So  it  has  a  very  large  tonnage? 

Mr.  Gayley.  It  has  a  very  large  tonnage  by  having  provided  at 
great  expense  facilities  for  taking  care  of  that  tonnage. 

Mr.  "iouNG.  You  are  familiar  with  the  manner  in  which  the  re- 
ports of  the  Steel  Co.  are  gotten  up — the  reports  themselves? 

Mr.  Gayley.  I  see  their  annual  report. 

Mr.  Young.  I  want  to  call  your  attention  to  page  9  and  see  what 
it  means.    I  can  hardly  believe  that  it  means  what  it  says. 

Mr.  LiNDABURY.  Which  year? 

Mr.  Young.  The  year  1910.  I  find  a  heading,  ^^  Tixpendituras  dur- 
ing the  year  1910,"  and  under  the  heading,  "  Transportation  prop- 
erty, railroads,  ordinary  maintenance,  and  repairs,"  $9,337,563.2%. 

The  Chairman.  What  page  is  that  on  ? 

Mr.  Young.  On  page  9. 
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The  Cmaikiian.  The  report  for  what  year? 

Mr.  Young.  1910. 

The  Chairman.  This  says  $8,000,000. 

Mr.  Young.  $9,337,568.23.  Extraordinaiy  replacements,  $1,666,- 
621.05,  making  a  total  of  $10,993,184.28.  Do  you  know  whether  that 
means  exaetlj^  what  it  states  there — ordinary  maintenance  and  re- 
pairs, amounting  to  $9,000,000  ? 

Mr.  Gatley.  I  do  not  know. 

Mr.  Young.  That,  I  suppose,  would  include  all  the  raih'oads 
owned  by  the  company  ? 

Mr.  Gatley.  I  presume  so. 

Mr.  Li2n)ABURY.  It  undoubtedly  does,  Mr,  Young. 

Mr.  Gayley.  It  includes  all  the  railroads  they  have,  I  presume. 

Mr.  Young.  The  books  of  the  company,  of  course,  would  show  how 
much  was  spent  on  each  one  of  the  roads? 

Mr.  Gayley.  They  would  supply  you,  no  doubt,  with  that  infor- 
mation. 

Mr.  Young.  Do  the  docks  of  the  Duluth  and  Two  Harbors  belong 
to  the  railroads? 

Mr.  Gayley.  Each  railroad  has  its  own  docks. 

Mr.  LiNDABURY.  Are  we  to  understand  that  the  committee  re- 
quests, in  addition  to  the  information  asked  for  a  few  moments  ago, 
information  as  to  the  cost  of  the  maintenance  of  each  particular 
road  ? 

Mr.  Young.  I  would  like  to  have  it. 

Mr.  LiNDABURY.  That  is,  a  distribution  of  the  item  of  $9,000,000? 

Mr.  Young.  I  would  like  to  find  out  how  much  money  has  been 
put  into  these  roads  altogether. 

Mr.  LiNDABURY.  Both  in  the  way  of  maintenance  and  in  the  way 
of  betterments.  The  other  question  was,  What  had  been  put  in  in  the 
way  of  betterments,  as  I  understood  it.  We  will  get  you  up  a  full 
statement,  and  if  there  is  something  more  you  want  we  will  get  that, 
too. 

Mr.  Young.  Some  comparison  has  been  made  here  between  the 
rates  of  these  companies  on  ore  and  coal,  and  it  has  been  stated  that 
the  actual  cost  of  transporting  ore  was  less  than  the  cost  of  trans- 
porting coal  and  that  the  rates  on  coal  were  lower  than  the  rates  on 
ore.    Do  you  know  whether  that  is  true  ? 

Mr.  Gayley.  They  ought  to  be,  but  they  are  not.  They  ought  to 
be,  because  coal  is  a  back  haul. 

Mr.  Bartleit.  Coal  is  what  ? 

Mr.  Gayley.  A  back  haul. 

Mr.  Young.  What  do  you  mean  by  that?  Please  explain  it  at 
length. 

Mr.  Gayley.  I  mean  that  the  trend  of  traffic  is  toward  the  lake, 
and  anything  that  will  give  you  some  freight  back  instead  of  haul- 
ing your  cars  empty  is  a  back  haul,  and  on  all  railroads  that  is  so 
much  gain.  A  back  haul  against  the  trend  of  traffic  is  ordinarily 
hauled  cheaper,  but  the  coal  is  not  hauled  cheaper,  as  I  will  show  you, 
if  you  please. 

Mr.  Young.  Do  you  mean  that  the  tonnage  going  east  being  so 
much  ^rreater  than  the  tonnage  going  west  that  your  cars  have  to  go 
back  empty? 
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Mr.  Gaylby.  Going  to  the  lake  is  the  trend  of  the  traffic — the  care 
loaded  with  ore. 

Mr.  Young.  Yes,  sir. 

Mr.  Gatley.  a  great  number  of  cars.  Only  a  small  percentage 
comes  back  loaded  with  coal. 

Mr.  Young.  Yes,  sir. 

Mr.  GayiiEy.  I  think  about  4  per  cent  of  the  tonnage  of  coal  goes 
up  to  those  mines  compared  with  the  ore  coming  down. 

Mr.  Young.  Yes,  sir.  The  cars  come  back  96  per  cent  empty;  is 
that  the  idea? 

Mr.  GAYiiBY.  Yes,  sir. 

The  Chairman.  Right  at  that  point.  How  many  cars  do  you  haul 
from  the  mines  to  the  lake  in  a  train? 

Mr.  Gayley.  That,  of  course,  depends  on  the  engine  hauling.  I 
will  say  from  20  to  35. 

The  Chairman.  Do  you  not  haul  from  100  to  125  loaded  cars  from 
the  Missabe  Range  to  the  lake? 

Mr.  Gayuby.  One  hundred  and  twenty-five  cars? 

The  Chairman.  Yes,  sir. 

Mr.  Gayley.  Well,  I  have  forgotten  about  that.  It  is  not  dear  in 
my  mind. 

The  Chairman.  Is  it  not  true  that  the  only  use  you  have  for  an 
engine  between  the  Mesabi  Ran^e  and  Two  Harbors  is  to  set  the 
brakes  to  hold  them  back  on  their  way  down  hill  from  the  Mesabi 
Range  to  the  docks? 

Mr.  Gayley.  That  is  not  correct. 

The  Chairman.  What  is  the  elevation  of  the  Mesabi  Range  above 
the  level  of  the  lake? 

Mr.  Gayley.  The  Mesabi  Range  is  about  1,500  feet  and  the  lake 
is  about  600  feet. 

The  Chairman.  What  fall  to  the  mile  does  that  give  you  ? 
•     Mr.  Gayley.  That  is  not  the  way  the  railroads  are  built.    I  can 
not  answer  the  question. 

The  Chairman.  Wliat  CTade  has  that  railroad  a  mile  ? 

Mr.  Gayley.  I  do  not  know.  The  fact  of  the  matter  is  that  the 
Duluth,  Missabe  &  Northern  Railroad,  coming  into  Two  Harbors, 
reaches  an  ascending  grade,  which  limits  its  load.  It  is  the  ascend- 
ing ^ade  on  the  road  that  limits  the  load,  not  the  elevation  of  the 
startmg  point  of  the  terminal  of  the  road. 

The  Chairman.  Do  you  mean  to  say  that,  if  you  turned  a  loaded 
car  loose  on  the  Duluth,  Missabe  &  Northern,  or  on  any  other  of  the 
subsidiary  companies  of  the  United  States  Steel  Corporation,  at 
the  point  where  it  is  loaded,  that  it  would  not  run  of  its  momentum 
into  the  lake? 

Mr.  Gayley.  It  would  not  go  very  far. 

The  Chairman.  I  am  asking  for  information. 

Mr.  Gayley.  To  illustrate,  take,  for  instance,  the  Iron  Range  Road, 
where  at  one  time  we  made  an  observation,  and  as  the  caboose  of  one 
ore  train  was  going  over  the  crest  of  the  hill  you  would  see  the  nose 
of  the  engine  of  the  succeeding  train  coming  over  the  crest,  the 
trains  follow  each  other  in  that  quick  succession,  going  down  the 
valley  and  over  the  crest  and  down  the  valley  and  over  another  crest. 

The  Chairman.  I  understand  you  have  some  elevations,  but  that 
for  the  greater  length  of  the  way  it  is  like  a  prairie,  isn't  it,  over  that 
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Muskeap;  region  until  you  get  down  to  within  a  few  miles  of  the  lake: 
nearly  rSur-fifths  of  the  entire  stretch  between  the  Mesabi  Range  ana 
the  lake  ?  There  is  a  great  deal  of  undulating  plain,  with  a  f  ^1  of  8 
or  10  feet  to  the  mile  ? 

Mr.  Gayley.  The  Missabe  Northern  Railroad  has  the  most  level 
ground  to  go  over  through  the  Muskeag  Swamp.  After  they  leave 
the  swamps,  then  they  strike  an  ascending  grade  before  they  get  over 
the  crest  of  the  hill  to  the  docks.  That  is  the  grade  that  limits  the 
trainload. 

The  Chairman.  Is  that  a  steep  elevation? 

Mr.  Gayley.  I  do  not  recall  what  the  nade  is  at  that  point. 

The  Chaibman.  If  you  took  100  steel  cars  to  Two  HaAors  and 
loaded  50  of  them  with  coal,  have  you  got  an  engine  that  could  puU 
them  back? 

Mr.  Gayley.  I  do  not  think  there  is  any  engine  that  could  pull  that 
many  cars  up  the  crest  of  the  hill. 

The  Chairman.  The  incline  over  which  they  run  from  the  mines 
to  Two  Harbors  renders  it  impossible  ? 

Mr.  Gaylby.  Of  loading  cars? 

The  Chairman.  Yes,  sir. 

Mr.  Gayley.  There  is  a  large  bluff  in  both  cases  back  of  the  docks, 
and  the  railroads  must  ^o  up  to  this  plateau. 

The  Chairman.  And  it  can  not  go  up  with  the  back  haul  ? 

Mr.  Gayley.  No,  sir. 

Mr.  Young.  I  do  not  understand  that.  It  is  entirely  confusing  to 
me,  if  it  is  not  so  to  anybody  else.  As  I  understand  it,  the  bluff  near 
the  docks  goes  up  to  the  docks? 

Mr.  Gayley.  Y  our  question  is  not  clear  to  me. 

Mr.  YouNQ.  I  understand  you  to  say  that  when  the  trains  come 
down  off  the  range  that  they  turn  and  run  up-grade  before  going  on 
to  the  docks? 

Mr.  Gayley.  No,  sir.  Let  me  explain.  Here  [indicating]  is  the 
lake  level. 

Mr.  Young.  Yes,  sir. 

Mr.  Gayley.  And  back  of  the  lake  rises  a  bluff. 

Mr.  Young.  Yes,  sir. 

Mr.  Gayley.  And  the  ground  descends  on  the  other  side  of  the 
bluff. 

Mr.  Young.  Descends  westward? 

Mr.  Gayley.  Northward,  to  be  correct. 

Mr.  Young.  Do  the  trains  coming  from  the  range  to  the  docks  have 
to  go  up  grade? 

Mr.  Gayley.  'They  have  to  go  up  that  grade  to  get  to  the  crest  of 
the  bluff. 

Mr.  Young.  How  long  is  that  grade  ? 

Mr.  Gayley.  I  do  not  know.  It  is  the  amount  of  the  grade  there: 
that  is  the  only  thing ;  the  length  does  not  matter. 

Mr.  Young.*  How  far  is  that  bluff  from  the  docks? 

Mr.  Gayley.  It  begins  within  a  quarter  of  a  mile  back  of  the  docks 
to  slope  up. 

Mr.  LiNDABURY.  To  the  crest? 

17042— No.  7—12 4 


412  UNITED  STATES  STEEL  COBPOBATION. 

Mr.  Gaylet.  The  crest  would  be  4  or  5  miles  back. 

The  Chairman.  If  you  have  a  profile  of  that  road  I  wish  you 
would  furnish  it  to  the  committee. 

Mr.  LiNDABURY.  There  may  be  one  somewhere,  and  if  there  is 
we  will  be  glad  to  furnish  it. 

The  CHAUEtMAN.  Do  you  know  whether  you  have  a  profile  of  the 
road? 

Mr.  Gayley.  Certainly;  they  can  send  a  blue  print 

Mr.  Young.  Is  this  ^ade  at  this  point,  if  you  know,  as  great  as 
any  of  the  grades  coming  down  toward  Duluth?  What  I  want  to 
get  is  the  per  cent  between  the  trains  going  each  way. 

Mr.  G^YLEY.  My  recollection  is  not  accurate  enough  to  supply  the 
information. 

Mr.  Young.  I  want  to  call  your  attention  to  another  subject. 

Mr.  Danforth.  Will  you  allow  me  to  ask  a  question? 

Mr.  Young.  Certainly. 

Mr.  Danforth.  Suppose  you  started  your  trains  from  the  mine, 
how  far  would  it  run  by  gravity  on  this  road  ? 

Mr.  Gaylby.  I  do  not  mink  verv  far. 

Mr.  Danforth.  About  how  far? 

Mr.  Gayi/Ey.  Well,  I  suppose  a  mile.  » 

Mr.  Danforth.  Then  there  is  an  up  grade? 

Mr.  GAYiiBY.  There  is  quite  a  lot  of  undulations  in  the  tracks  of 
all  the  mine  roads.  Thev  do  not  go  to  the  trouble  of  making  a  road 
like  a  trunk  line.  The  object  is  to  get  there  and  get  the  ore  out  with 
the  minimum  amount  of  railroad  construction. 

Mr.  Danforth.  The  line  of  road  is  about  20  miles? 

Mr.  Gayley.  The  line  of  road  in  one  place  is  about  90,  and  another 
road  about  100,  as  I  recall. 

Mr.  Danforth.  You  say  on  this  road  that  we  are  talking  about, 
a  train  might  run  by  gravity  about  1  mile? 
.  Mr.  Gayley.  I  presume  so ;  it  is  only  a  guess. 

Mr.  Danforth.  And  you  would  have  to  have  power  to  elevate  it 
over  the  obstructions? 

Mr.  Gayley.  Oh,  yes. 

Mr.  Dantorth.  I'hen  it  would  go  bj  gravity  again  for  a  distance 
and  then  meet  another  obstruction  which  would  require  power? 

Mr.  Gayley.  Always. 

Mr.  Danforth.  That  is  all,  Mr.  Young. 

Mr.  Young.  Something  has  been  said,  Mr.  Gaylgr,  about  the  ad- 
vantage of  the  Steel  Corporation  in  acquiring  the  Tennessee  Coal  & 
Iron  Co.,  because  of  its  open-hearth  furnaces.  Did  the  Steel  Cor- 
poration have  any  other  open-hearth  furnaces  ? 

Mr.  Gayley.  It  had  them  long  before  the  Tennessee  Co.  ever  owned 
any. 

Mr.  Young.  I  hold  in  ray  hand  a  book  called  Supplement  to  the 
Iron  and  Steel  Works  Directory,  which  we  have  used  some  in  this 
hearing.  Is  that  an  authoritative  work  on  the  subject  with  which  it 
deals  ? 

Mr.  Gayley.  It  is. 

Mr.  Young.  I  find,  beginning  on  page  60  of  that  list  of  properties 
and  continuing  for  11  pages  "  Open-hearth  steel  works,"  and  I  widi 
to  call  your  attention  to  some  of  these: 

South  Worka,  American  Steel  &  Wire  Co.  of  New  Jersey,  works  at  Worcester. 
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Is  that  one  of  the  Steel  Corporation's  properties  ? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Young.  It  is  said  to  have  three  acid  and  four  basic  fur- 
naces. 

In  Khode  Island  I  see  the  Washburn  Wire  Co.  at  Phillipsdale.  Is 
that  a  Steel  Corporation  property? 

Mr.  Gayley.  I  do  not  think  so;  I  do  not  know. 

Mr.  Young.  Is  the  American  Tube  &  Stamping  Co.,  Bridgeport, 
Conn.,  a  Steel  Corporation  property? 

Mr.  Gayley.  No,  sir. 

Mr.  Young.  Is  the  American  Bridge  Co.,  of  Pittsburg,  a  St^el  Cor- 
poration property? 

Mr.  GAYLtBY.  Yes,  sir. 

Mr.  Young.  That  is  stated  to  have  2  open-hearth  steel  plants  in 
Pennsylvania,  with  1  acid  and  11  basic  furnaces.  Ambridge  plant,  at 
Ambridge :  One  acid  furnace ;  steel  castings.  Pencoyd  Iron  Works, 
at  Pencoyd :  Eleven  basic  furnaces ;  ingots  and  castings. 

The  American  Sheet  &  Tin  Plate  Co.,  Pittsburg.  Is  that  a  Steel 
Coiporation  property? 

Mr.  Gayiey.  It  is. 

Mr.  Young.  It  is  stated  to  have  two  open-hearth  steel  plants  in 
Pennsylvania,  with  nine  acid  and  three  basic  furnaces;  Wood's 
Works,  two  idle  aci^l  furnaces;  and  Vandergrift  Works,  seven  acid 
and  three  basic  furnaces. 

The  Carnegie  Steel  Co.,  Pittsburg.  Is  that  a  Steel  Corporation 
property  ? 

Mr.  Gayley.  It  is. 

Mr.  Young.  That  is  stated  to  have  5  open-hearth  steel  plants  in 
Pennsylvania,  with  1  complete  acid  and  121  completed  and  4  building 
basic  furnaces;  Clairton  Steel  Works,  1  acid  and  11  basic  furnaces. 
The  Clairton  Works  is  a  part  of  the  Steel  Corporation  ? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Young.  It  is  now  operated  as  a  part  of  the  Crtmegie  Co.? 

Mr.  Gayley.  Operated  by  the  Carnegie  Co. 

Mr.  Young.  The  Duquesne  Steel  Works,  32  basic  furnaces;  Home- 
stead Steel  Works,  64  basic  furnaces. 

Mr.  LiNDABUKY.  Do  you  mean  to  confirm  those  figures? 

Mr.  Young.  I  will  when  I  get  through.  I  called  his  attention  to 
the  book  and  he  stated  that  it  was  reliable  authority. 

Mr.  LiNDABURY.  I  thought  that  he  could  hardly  carry  so  many  in 
his  mind  if  you  were  going  to  ask  him  to  confirm  each  one. 

Mr.  Young.  No.  I  will  only  ask  him  to  confirm  them  in  a  general 
way. 

Sharon  Steel  Works,  6  basic  furaaces;  and  South  Sharon  Steel 
Works,  12  basic  furnaces.  Acid  and  basic  ingots,  also  basic  castings 
for  the  use  of  the  company.  And  those  are  all  Steel  Corporation 
properties,  are  they  ? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Young.  The  Lorain  Steel  Co.  at  Johnstown — does  that  belong 
to  the  Steel  Corporation  ? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Young.  That  is  stated  to  have  three  acid  furnaces;  steel 
castings. 
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Now,  I  will  call  your  attention  to  the  Tennessee  Coal,  Iron  & 
Bailroad  Co.,  of  Birmingham:  Two  open-hearth  steel  works  at 
Ensley,  Ala.,  with  18  completed  and  2  building  basic  furnaces: 
Ensley  plant  No.  1, 11  idle  furnaces;  Ensley  plant  No.  2,  6  completed 
and  2  building  furnaces;  and  steel  casting  department,  1  furnace; 
ingots ;  also  castings  for  the  use  of  the  company. 

Do  you  know  whether  that  is  practically  a  correct  statement  as 
to  the  extent  of  the  plant? 

Mr.  Gayley.  I  do  not  know. 

Mr.  Young.  The  National  Tube  Works  at  Lorain,  is  that  a  part 
of  the  Steel  Corporation? 

Mr.  Gayley.  It  is. 

Mr.  Young.  It  is  stated  to  have  six  fifty-gross-ton  basic  fur- 
naces. 

Is  the  Newburgh  Steel  Works,  American  Steel  &  Wire  Co.,  a  part 
of  the  Steel  Corporation  ? 

Mr.  Gayley.  It  is. 

Mr.  Young.  That  is  stated  to  have  one  acid  and  five  basic  fur- 
naces. 

The  Ohio  Steel  Works,  Carnegie  Steel  Co.,  is  that  a  part  of  the 
Steel  Corporation? 

Mr.  Gayley.  It  is. 

Mr.  Young.  It  is  said  to  have  12  basic  furnaces. 

The  South  Works,  the  Illinois  Steel  Co.,  Chicago,  works  at  South 
Chicago,  is  that  a  part  of  the  Steel  Corporation? 

Mr.  Gayley.  It  is. 

Mr.  Young.  That  is  stated  to  have  one  acid  and  24  basic  furnaces. 
So,  Mr.  Gayley,  tlie  basic  furnaces  obtained  by  the  pui-chase  of  the 
Tennessee  Coal  &  Iron  properties  were  a  small  proportion  of  the 
basic  furnaces  all  over  the  country  ? 

Mr.  Gayley.  It  was. 

Mr.  LiNDABi  RY.  Before  you  leave  the  subject  of  Minnesota  rail- 
roads. I  have  prepared  a  couple  of  questions  which  I  would  like  to 
have  you  ask  the  witness,  if  you  do  not  mind. 

Mr.  Young.  I  will  ask  him  those  questions  now.  This  is  a  ques- 
tion by  Mr.  Lindabury: 

Will  you  state  the  reason,  if  any,  which  makes  these  roads  more 
expensive  to  operate  than  ordinary  roads? 

Mr.  Bartlett.  Is  not  that  an  assumption  that  they  are  more  ex- 
pensive ? 

Mr.  Young.  I  put  in  the  words  "  if  any." 

Mr.  Gayley.  The  work  that  they  do  is  different  from  any  other 
roads  that  I  know  of,  except  those  engaged  in  a  similar  line*  of  work. 
These  roads  are  different  from  any  other  roads  in  this  country.  They 
operate  about  seven  months  in  the  year.  They  take  the  ore  from 
the  mines,  and  these  ores — in  what  we  call  in  Minnesota  the  steam- 
shovel  mines— the  steam  shovel  goes  along  and  cuts  a  swath  of  ore. 
That  ore  varies  from  time  to  time  in  grade,  and  as  it  varies  in  grade 
it  varies  in  its  adaptability  for  furnace,  and  it  varies  in  its  value,  and 
it  is  very  important  to  have  these  ores  separated  according  to  the 
grades.  Over  on  the  older  ranges  in  Michigan  this  grading  is  all 
done  in  the  mining.     In  these  open-pit  mines  that  is  not  done  by  the 
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mining  companies.  They  do  no  grading  or  sorting  or  stock  piling. 
They  simply  dig  the  ore  out  of  the  ground  and  place  it  on  the  rail- 
road company's  cars  and  the  railroad  company  takes  that  ore  to  the 
docks,  and  very  often  it  is  compelled  to  replace  for  a  long  period  of 
time  the  work  that  the  mining  company  ordinarily  does  in  stock 
piling  its  ore.  It  provides  a  stock  pile  on  wheels  or  on  the  docks  for 
the  grades  of  ore  as  mined  by  these  mining  companies.  In  some' 
cases  they  have  held  ore  from  three  to  four  weeks  in  order  that 
enough  olf  a  certain  grade  could  be  accumulated  from  an  individual 
mine  to  make  a  cargo.  That  ore  can  not  be  distributed  over  the 
railroad,  its  cars,  or  its  docks  only  in  cargo  lots,  and  this  work  of 
practically  grading  the  ore  and  holding  those  grades  in  the  stock 
pile  is  a  work  I  know  of  no  other  railroad  doing. 

Mr.  YouKG.  These  ores  are  all  marked  by  the  mining  company 
before  loading. 

Mr.  Ga YI.BY.  All  what  ? 

Mr.  Young.  The  grade  is  marked  so  that  the  railroad  company 
when  it  receives  it  on  its  cars  knows  what  grade  it  is? 

Mr.  Ga YLEY.  Yes,  sir ;  from  some  mines — and  there  are  some  under 
the  same  ownership 

Mr.  Young.  They  have  to  hold  them  in  order  that  they  may  get 
enough  of  one  grade  for  a  boatload  ? 

Mr.  Gatlby.  For  a  cargo  load. 

Mr.  Young.  And  you  store  them  in  the  cars  until  there  is  enough 
of  one  grade  to  fill  a  boat? 

Mr.  Gayuby.  Either  in  cars  or  on  the  docks. 

Mr.  Y'ouNG.  Here  is  another  question  by  Mr.  Lindabury : 

Do  you  know  of  any  other  road  that  can  be  compared  with  this  to 
ascertain  whether  these  rates  are  reasonable? 

Mr.  Gayley.  Ore  rates? 

Mr.  Young.  Yes,  sir. 

Mr.  Gayley.  The  ore  rates — take  the  Mesabi  Range,  the  distance 
is  about  80  miles  and  the  rate  about  80  cents,  to  go  from  70  miles  up 
to  90  to  reach  these  various  mines  through  the  various  branches. 

Now,  taking  tiie  rate  on  the  Ashland  shipments  from  the  Gogebic 
Sange,  in  Michigan,  over  the  Chicago  Northwestern,  the  distance  is 
40  miles  and  the  rate  is  40  cents,  which  is  1  cent  a  mile.  Take  the 
Marquette  Range,  Lake  Superior  to  Ishpeming,  is  20  miles  and  the 
rate  is  30  cents,  or  1.6  cents  per  mile.  Take  the  Duluth  &  South 
Shore  Road  from  the  Marquette  Range,  the  distance  is  14  miles  and 
the  rate  is  25  cents. 

Mr.  Young.  It  is  32  cents  now. 

Mr.  Gayley.  The  South  Shore  rate  from  Ishpeming? 

Mr.  Young.  Yes,  sir. 

Mr.  Gayley.  I  thought  it  was  25  cents. 

Mr.  Young.  It  was  for  awhile,  but  they  increased  it. 

Mr.  Gayley.  CJoming  through  the  East  there  is  a  large  amount  of 
ore  which  goes  to  the  Schuylkill  Valley  and  Philadelphia  by  the 
Reading  Road.  The  distance  from  Philadelphia  to  Pottstown  Ls  40 
miles  and  the  rate  is  46  cents.  There  they  have  nothing  to  do  with 
supplying  the  docks  or  holding  the  cars  of  ore.  They  simply  hook 
on  a  trainload  of  cars  at  their  railroad  and  deliver  them  into  the 
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yards  of  the  iron  company.  The  same  way  with  the  Philadelplua 
&  Beading  Road  to  Bethlehem.  The  distance  is  55  miles  to  the  rail- 
road docks  at  Bethlehem  and  the  rate  is  60  cents. 

Mr.  LiNDABURT.  Where  is  that  from? 

Mr.  Gaylet.  From  Philadelphia  to  Bethlehem. 

Mr.  LiNDABURY.  And  the  other  was  Pottstown? 

Mr.  Gayley.  Yes,  sir ;  in  the  &huylkill  Valley. 

The  Chairman.  What  road  charges  that  rate? 

Mr.  Gaylby.  The  Philadelphia  &  Reading. 

The  Chairman.  Is  there  any  interlocking  of  directors  in  connec- 
tion with  the  United  States  Steel  Corporation? 

Mr.  Gayley.  No,  sir. 

Mr.  LiNDABURY.  They  do  not  deliver  it  to  us. 

The  Chairman.  They  deliver  it  to  the  Schwab  Co.,  but  I  wanted 
to  faiow  if  the  directors  of  that  road  were  also  directors  in  the 
United  States  Steel  Corporation.  I  want  to  know  what  interest  the 
United  States  Steel  Corporation  has,  if  any,  in  this  Reading  road, 
outside  of  the  Bethlehem  Co.? 

Mr.  LiNDABURY.  Not  the  slightest. 

Mr.  Gayley.  I  do  not  know,  Mr.  Chairman. 

The  Chairman.  No  directors  in  common? 

Mr.  Gayley.  I  do  not  know  who  the  directors  of  the  Reading 
road  are. 

Mr.  LiNDABURY.  Have  you  finished  with  the  ore  rates? 

Mr.  Gayley.  Yes,  sir. 

Take,  for  instance  as  a  topical  point  on  the  Duluth,  Missabe  & 
Northern,  the  town  of  Hibbing,  which  is  84  miles  from  Duluth,  and 
the  rate  on  coal  is  75  cents,  and  the  rate  on  ore  from  Hibbing  to  the 
docks  is  80  cents,  but  coal  goes  up  as  a  net,  and  the  ore  comes  oack  at 
80  cents  as  a  gross  ton,  making  a  comparative  rate  of  71i  cents  for 
the  ore. 

Mr.  LiNDABURY.  So  the  coal  gets  a  higher  rate? 

Mr.  Gayley.  The  coal  has  a  liigher  rate.  ^ 

Mr.  Young.  Are  you  through  on  that  subject? 

Mr.  Gayley.  I  think -that  is  all  I  have  on  coal  or  ore. 

Mr.  LiNDABURY.  I  suggested  one  more  question. 

Mr.  Young.  Now,  would  you  not.  Mr.  Gayley,  regard  80  cents  a 
ton  for  an  80-mile  haul  as  a  good  deal  higher  rate  than  40  cents  for  a 
40-mile  haul,  owing  to  the  fact  that  the  ore  has  to  be  handled,  passed 
through  the  docks,  and  all  that  ? 

Mr.  Gayley.  As  a  railroad  proposition,  I  think  that  is  true.  In 
the  meantime,  I  may  state  this,  that  where  the  40-cent  rate  for  a 
40-mile  haul  prevails  the  Ashland  ore  is  loaded  up  at  the  mines  and 
forwarded  to  the  docks  to  suit  vessels  in  cargo  lots  as  they  are 
known  to  be  able  to  arrive  there  and  there  is  not  this  holding 
of  cars.  They  are  held  at  the  mines  until  the  carload  lots  are 
made.  These  Minnesota  roads  do  a  greater  service  to  the  mining 
companies. 

Mr.  Young.  I  wish  to  call  your  attention  also  again  to  this  table 
of  rail  freights,  which  we  introduced  this  morning.  I  see  by  that 
table  that  the  freights  from  the  Bessemer  and  Vermilion  ranges  to 
Duluth  or  Superior  have  remained  unchanged  since  the  year  1892, 
being  80  cents,  $1,  90  cents,  and  80  cents,  respectively,  while  on  the 
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Marquette  ran^e,  from  the  Marquette  range  to  Marquette  during  that 
time,  the  rates  nave  been  reduced  from  40  cents  to  32  cents,  Escanaba 
from  65  cents  to  40  cents,  from  the  Menominee  range  over  the  North- 
western from  70  cents  to  40  cents,  and  on  the  Gogebic  range  to  Ash- 
land from  66  cents  to  40  cents,  while  tJie  Steel  Corporation  rates  have 
remained  the  same  in  those  years.  What  would  you  say  that  indi- 
cated ? 

Mr.  Gayley.  Well,  I  presume  it  is  simply  that  those  railroads  have 
developed,  perhaps  through  additional  traffic,  and  that  the  ore  was 
not  the  sole  traffic  of  those  roads;  they  do  other  business,  their  whole 
life  did  not  depend  on  this  rate.  The  service  of  those  other  roads, 
1  do  not  think,  up  to  the  mines  has  been  changed  in  any  particular. 

Mr.  YouNO.  Is  it  not  during  those  years  from  1892  on  that  the 
business  of  the  Mesaba  has  increased  much  more  in  proportion  than 
it  has  on  the  Marquette,  Gogebic,  and  Menominee  ranges? 

Mr.  Gayley.  It  has  increased  at  a  very  much  greater  rate  and  for 
a  long  period  the  production  of  the  Mesaba  range  lead  all  the  pros- 
pectors and  ore  developers  of  that  country  up  to  the  Mesaba,  and  it 
may  have  been  the  part  of  the  railroads  to  make  prospects  more  at- 
tractive in  that  section  of  Michigan.  At  one  time  they  thought  that 
practically  everything  was  going  to  Minnesota,  and  it  meant  almost 
an  abandonment  of  the  Michigan  mines. 

Mr.  Young.  Is  it  not  true,  also,  that,  other  things  beine;  equal,  a 
large  traffic  within  the  capacity  of  the  road  can  be  handled  at  a  less 
cost  per  unit  than  a  small  tramc? 

Mr.  Gayley. 'There  is  no  doubt  about  that. 

Mr.  Young.  Mr.  Lindabury  has  asked  me  to  ask  you  this  question : 

Have  any  complaints  as  to  your  rates  ever  been  made  by  any  of  your 
shippers? 

Mr.  Gayley.  I  never  heard  of  one.  They  all  seemed  to  recognize 
and  appreciate  the  convenience  which  the  railroads  have  been  to  them 
in  accommodating  them  with  respect  to  their  ore  shipments. 

Mr.  Young.  I  wish  to  call  your  attention  to  a  table  from  the  Sta- 
tistics of  the  American  Iron  Trade  for  1910,  showing  ore  shipment^ 
and  production  of  different  grades  of  iron  and  steel,  and  I  ask  you 
if  that  is  reco^ized  as  reliable  statistics  from  the  Ainerican  Iron  & 
Steel  Association? 

Mr.  Gayley.  Quite  reliable. 

Mr.  Young.  I  will  offer  this  in  evidence. 

(The  table  referred  to  is  here  printed  in  full  in  the  record,  as 
follows:) 

Statistics  of  the  United  States  Steel  Corporation  for  the  calendar  year  1009. 

[From  Btatlstlcs  of  the  American  iron  trade  for  1010.] 


Percentage 


Iron  ore  shipments  from  Lake  Superior  and  ,    By  UniKMl   ,     By  Inde-        Total  nhip-  ip^SJ^^V [,7*0^ 
the  total  iron  ore  prrjdnction  in  1909;  also  .  States  Stiel        pendent        ment**  and     yipl]  rnrVwT 
eoke  production  in  the  same  year.  I  Corporation,    {unipanios.     production,    'ration 


ShipmcntJ  of  iron  ore  from  the  Lake  Superior  1 

region  In  1909 grow  tons. . ,      21 .  87G,  '246  I      20. 710. 623        42. 586. 809  51 .  i 

Total  production  of  iron  ore  in  1909,  gross  1 

tons 23.431,047         27,863,22t         ra. 294, 271  4f).o 

Production  of  coke  in  1909 net  ton.s. .       13, 590. 112        25. 724, 953        39, 315, 06.'>  M  5 
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Statistics  of  the  United  States  Steel  Corporation,  etc, — Ckmtinued. 


Iron  atd  fiteel  a<;tually  p«xlm;od  In  the  cal-  V^^^jf  c^A?."  J 
endar  yoar  1909.    (Gross  tons. )  LnucaMaie^ 


Spiegelelaen  and  ferromanfrancHe 

Beflsemer,  basic,   low-ohosphonis.   foundry, 
forj?e,  ferroslliron,  etc 


Total  pig  iron,  including  spiegeleisen, 

ferromangane»<e,  ferm^llicon.  et<,* 

Beraemer,   open-nearth,   crucible,   electric. 


Steel. 


163,  IM 
ll,4d5.200 


11,6)8,350 


and  all  other  steel  ingots  and  castings 13, 355. 189 


Bessemer  steel  rails 

Open-hearth  steel  rails 

Stractural  shapes 

Plates  and  sheets,  including  black  plate.*;  for 

tinning 

Wire  rods 

Merchant  bars.  !>kelp,  nail  plate,  iron  rails, 

and  other  flnished  rolled  products 


Total  finished  rolled.  Including  rolled 
forging  blooms  and  rolled  forging 
bllleta 

Wire  nails kegs  of  100  pounds. . 

Tinplates  and  temeplates gross  tons. . 


1,012,512 

722,  <iOft 

1,071,018 

2,108.576 
1.626,986 

3.063,659 


9,606,306 

8. 442,  .100 

378, 767 


Production 
all  other.4. 


61.89C 
14,115,231 

14.177,121 

10.599,832 

754.659 

531,069 

1,204,M4 

2,125,770 
708,749 


Total  pro-    V^ir^^JS?"^ 
duction.     '^"*^5^^'* 


10.089.3»1 

5,473,668 

233. 192 


225,040 

25.570,431 

1" 

25,795,471  ! 

I 

23,955,021  I 

1,767,171  r 
1,256,674  ' 
2.275,562 

4,234,346 
2,335,685 


4,711,593  7,775,252 


19,644,690 

13,910,068 

611,959 


72.4 
44.7 


45  0 
55  7 


57. 5 
47.0 

49  7 

(i9.6 

39.4 


4H.S 
60.6 
61.8 


The  Chairman.  The  committee   will  stand  adjourned  until   to- 
morrow at  10.80  o'clock  a.  m. 

(The  committee  thereupon  adjourned  until  to-morrow,  Wednes- 
day, June  14, 1911,  at  10.30  o'clock  a.  m.) 
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Spbcial  Committee  on  the  Investigation 
OF  the  Unitbd  States  Steel  Corporation, 

We^dnesday^  June  H^  1911, 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 
The  Chairman.  The  committee  will  resume  its  session. 

STATEMEHT  OF  MB.  JAHES  OATLEY— Continued. 

Mr.  Bartlett.  Mr.  Gayley,  you  were  speaking  about  the  steel-rail 
agreement,  and  that  the  price  was  fixed  at  $28  a  ton  about  1899  or 
1900.    Is  that  correct? 

Mr.  Gaixet.  In  1899  the  average  price  was  $28.12. 

Mr.  BARTEiETT.  I  mcaut  to  ask  about  the  agreed  price. 

Mr.  GATiiET.  Well,  I  do  not  understand  that  there  was  any  agree- 
ment as  to  fixing  the  price  at  $28  in  1899.  The  price  of  steel  raQs  in 
1899  varied  from  $18.50  to  $35,  and  in  the  following  year  from  $35 
down  to  $26.  I  think  about  that  period  that  $28  became  the  average 
price  for  rails. 

Mr.  Bartlbtt.  In  1897  it  was  $18.75  ? 

Mr.  Gaylet.  $18.75. 

Mr.  Bartlbtt.  And  in  1898,  $17.62  ? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Bartlbtt.  And  in  1899,  $28.12;  is  that  right? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Bartlbit.  And  after  the  formation  of  the  United  States  Steel 
Corporation  it  was  $28  and  has  uniformly  remained  that  since  ? 

Mr.  Gayley.  It  has;  yes,  sir;  been  uniform  ever  since. 

Mr.  Bartlett.  What  caused  the  variation  in  price  in  1897,  1898, 
and  1899,  and  why  is  it  that  since  the  formation  of  the  United  States 
Steel  Corporation  it  has  uniformly  remained  at  $28,  since  1901? 
^  Mr.  Gayley.  What  caused  the  variation  before  that  was  the  cut- 
ting of  prices  between  the  different  companies,  about  1897,  and  then 
there  was  a  reaction  from  that  that  took  rails  up  to  about  $35,  and, 
as  I  recollect,  but  it  is  not  definite  in  my  mind,  $28  was  practically 
considered  to  be  a  fair  price  of  rails,  as  it  had  been  pnor  to  that 
great  reduction  in  price  which  occurred  in  1897. 

Mr.  Bartlett.  Is  it  not  a  fact  that  immediately  or  soon  after  the 
formation  of  the  several  minor  companies  engaged  in  the  manu- 
facture of  steel  rails  into  larj^er  companies,  or  the  Federal  Steel,  and 
afterwards  into  the  United  States  Steel  Corporation,  that  the  prices 
advanced  rather  suddenly  from  $17  and  $18  to  $28  ? 
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Mr.  Gatlby.  After  the  formation  of  the  Federal  Steel  C!o.  t 

Mr.  Bartlbtt.  Yes,  sir. 

Mr.  Gayley.  From  the  reduction  in  1897  it  advanced  in  price. 

Mr.  Bartlbtt.  Immediately  after  the  organization  of  the  Federal 
Steel  Co.  ? 

Mr.  Gaylez.  I  do  not  recall  the  date  of  that. 

Mr.  Bartlbtt.  And  they  have  remained  certainly  uniform  at  $28 
a  ton  since  1901  ? 

Mr.  Gayley.  They  have. 

Mr.  Bartlbtt.  To  all  purchasers  alike? 

Mr.  Gayley.  As  I  understand  it,  to  all  purchasers  alike  of  do- 
mestic rails. 

Mr.  Bartlbtt.  The  purchasers  of  rails  for  use  in  the  United  States 
as  well  as  those  lelio  buy  for  export? 

Mr.  Gayusy.  I  was  speaking  of  the  United' States. 

Mr.  Bartlbtt.  Then  there  is  a  difference  made  in  the  pnee  of 
steel  rails  sold  for  export  from  the  prioe  of  those  sold  for  use  in  the 
United  States? 

Mr.  Gayley.  There  has  been. 

Mr.  Bartlbtt.  There  has  been? 

Mr.  Gayley.  Yea,  sir. 

Mr.  Bartlbtt.  Pretty  uniformly  so? 

Mr.  Gayley.  I  am  not  acquainted  with  the  eocport  trade  in  prioeB. 
I  had  nothing  whatever  to  do  witii  tihiat. 

Mr.  Bartlbtt.  Do  you  know  whetiier  it  is  true  or  not? 

Mr.  Gayley.  The  reports  <»f  prices  never  caBue  bef oro  am  in  my 
connection  with  the  corporation. 

Mr.  Bartlett.  In  any  of  them  corporations? 

Mr.  Gayley.  No,  sir. 

Mr.  Bartleit.  Not  while  you  were  connected  with  Che  Oar&egie 
Steel  Co.? 

Mr.  Gayley.  Very  Iktle  export  business  was  done  st  limt  time. 
The  only  export  business  done  at  that  time  was  in  periods  of  trade 
depression  in  this  country. 

Mr.  Bartlbtt.  Mr.  Farrell  was  in  oharge  of  the  export  butuness  of 
the  United  States  Steel  Corporation — ^how  long  back  * 

Mr.  Gayley.  Since  its  formation,  approximately,  1904. 

Mr.  Bartlbtt.  He  is  the  president  of  the  Steel  Corporation  nowl 

Mr.  Gayley.  He  has  been  president  since  April. 

Mr.  BARTLETr.  Is  he  in  this  country  or  abroad  now? 

Mr.  Gayley.  He  is  in  the  United  States  at  the  present  time. 

Mr.  Bartlbtt.  You  say  you  do  not  know  that  ii  parties  applied  for 
the  purchase  of  rails  for  export  that  the  prices  quoted  were  different 
from  those  reported  to  a  party  who  applied  to  purchase  rails  for  use 
in  the  United  States? 

Mr.  Gayley.  I  think  the  distinction  is  that  nearly  all  the  rails  for 
export  did  not  come  by  application  to  the  Steel  fttxiucts  Co.,  but 
were  solicited  by  the  forei^  agents  of  the  Steel  Products  Co.,  not 
directly  to.the  sales  department  of  the  Steel  Corporation. 

Mr.  Bartlbtt.  When  did  you  cease  your  connection  with  the 
United  States  Steel  Corporation  as  an  officer? 

Mr.  Gayley.  On  January  1, 1909.  ^ 

Mr.  BARTLETr.  You  were  vice  president  at  that  time? 

Mr.  Gayley.  Yes,  sir. 
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Mr.  Bariuttt.  And  also  in  1904  ? 

Mr.  Gatlbt.  Yes^  sir. 

Mr.  Babtlaft.  Did  you  have  any  (io|[m2ance  of  the  Drice  of  steel 
rails  for  export  by  reason  of  beuig  the  vice  president  of  tne  company  t 

Mr.  Oatust.  It  would  not  oome  t^  my  aUention.  in  connection  with 
my  duties  for  the  Steel  CorpotatioiL 

Mr.  BABTLETr.  Under  what  officer  or  wha,t  person  eonnected  with 
the  Steel  Corporation  ? 

Mr.  Gayusy.  The  president  of  the  corporation. 

Mr.  LiNDABXJBY.  I  think  Mr.  Farrel  can  give  you  the  whole  of  that, 
and  he  will  come  whenever  the  committee  wants  him. 

Mr.  Babtlbtt.  I  am  trying  to  set  on  the  track  of  that. 

Mr.  LdKDABUBY.  I  just  wButed  you  to  know  that  he  would  be  at 
your  service  when  you  desired  him. 

Mr.  Babtlext.  I  thank  you. 

You  know  nothing  whatever  about  the  sale  of  rails  by  the  United 
States  Steel  Corporation  to  the  Canadian  Pacific  Railroad,  what 
price  it  charged  tnem? 

Mr.  Gayley.  I  have'no  definite  knowledge. 

Mr.  Babtlbit.  Returning  and  repeating  somewhat,  it  is  true  that 
since  1901  the  uniform  price  of  steel  rails  in  the  United  States  has 
been  $28  without  any  change? 

Mr.  Gayley.  It  has. 

The  Chaibman.  Right  at  that  point,  Mr.  Gayley.  the  quoted  flat 
price  is  $28 ;  that  is,  $28  f .  o.  b.  at  Pittsburg,  is  it  not  ? 

Mr.  Gayley.  F.  o.  b.  Pittsburg;  yes,  sir. 

The  Chairman.  That  is  for  the  Bessemer  rail  f 

Mr.  Gayley.  That  is  for  the  Bessemer  rail. 

The  Chaibman.  Does  the  Bessemer  rail  sell  at  the  same  price  per 
ton  in  Chicago  and  at  any  other  point  as  at  Pittsburg? 

Mr.  Gayley.  F.  o.  b.  at  the  mill. 

The  Chaibman.  No  matter  where  the  mill  is? 

Mr.  Gayley.  No  matter  where  the  mill  is. 

The  Chaibman.  What  is  the  difference  in  price  of  the  best  open- 
hearth  rail  and  the  Bessemer  rail  ? 

Mr.  Gayley.  The  difference  in  price  is,  as  I  recall,  from  $1  to  $3 
a  ton,  depending  on  certain  specifications. 

The  Chaibman.  There  is  a  difference  that  I  do  not  understand, 
because  I  have  no  technical  knowledge  of  the  method  of  manufacture, 
but  rails  that  come  from  a  certain  part  of  the  ingot,  I  believe,  are 
tougher  and  stronger  than  rails  from  any  other  part  of  it,  depending 
on  the  method.    I  would  like  to  have  you  explam  the  difference. 

Mr.  Gayley.  The  difference  in  pourmg  steel  into  the  ingot,  the  top 

?art  is  more  or  less  spongy,  and  that  top  part  is  cut  off  as  scrap, 
'he  bottom  part  of  the  ingot  is  practicallv  free  from  that  sponginess, 
and  the  nearer  you  approach  to  the  middle  the  better  it  is,  as,  for 
instance,  in  ordmary  rail  practice  in  my  time,  it  was  customary  to 
cut  off  10  per  cent  of  the  top  of  the  ingot  for  rails,  and  other  njanu- 
facturers,  for  instance,  in  armor  plate,  nave  cut  off  half  of  the  ingot 
and  only  used  the  bottom  half. 

The  Chaoiman.  Has  the  necessity  for  this  severeness  of  the  ingot 
hwQ  obviated  by  more  modern  methods,  the  tempering  of  it? 

Mr.  Gayley.  Do  I  understand  that  you  mean  doing  away,  decreas- 
ing the  sponginess? 
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The  Chairman.  Yes,  sir. 

Mr.  Gayley.  I  do  not  think  it  can  possibly.  The  heat  treatment, 
the  temperature  of  pouring  steel  has  something  to  do  with  that,  but 
that  is  not  always  controllable  within' narrow  limits. 

Mr.  Bartlett.  The  price  of  steel  rails  having  been  fixed,  as  I 
understood  you  to  say,  in  1895  and  1896  at  $28  a  ton,  it  was  done  by 
an  agreement  of  all  the  steel-rail  manufacturers  in  this  country  witn 
the  railroads? 

Mr.  Gayley.  That  is  my  understanding  of  the  way  in  which  it  was 
fixed. 

Mr.  Bartlett.  And  it  remained  that  for  several  years? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Bartlett.  Then  there  was  a  break  in  the  prices  in  1898  and 
1899,  which  I  have  called  your  attention  to — it  went  down  to  $17.60 
a  ton? 

Mr.  Gayley.  In  1898. 

Mr.  Bartlett.  And  after  that  the  price  was  again  fixed  at  $28 
and  has  remained  there.    How  was  it  again  fixed  ? 

Mr.  Gayley.  I  imagine  in  the  same  way,  between 

Mr.  Bartlett  (interposing).  Do  you  know? 

Mr.  Gayley.  According  to  my  best  recollection,  it  was  arranged 
between  the  railroads  and  the  steel  makers. 

Mr.  Bartlett.  In  the  same  way  it  has  ori^nally  been  fixed? 

Mr.  Gayley.  In  the  same  way  it  had  originally  been  fixed ;  yes,  sir. 

Mr.  Bartlett.  With  a  mutual  understanding  and  agreement? 

Mr.  Gayley.  A  mutual  conclusion  between  the  rauroads  and  the 
steel  makers  that  that  represented  a  fair  price. 

Mr.  Bartlett.  Now,  it  there  was  a  variation  in  the  price  by  some 
steel  manufacturer  from  $28  down  during  this 'time,  what  would 
have  been  the  result?    Would  it  have  precipitated  a  price  war? 

Mr.  Gayley.  During  which  time? 

Mr.  Bartlett.  Any  time  now  or  between  the  time  it  was  fixed. 

Mr.  LiNDABURY.  Does  not  that  ask  for  a  mere  speculation? 

Mr.  Bartlett.  The  witness  is  entitled  to  an  opinion  of  what  would 
be  the  result. 

Mr,  LiNDABURY.  I  will  not  press  the  objection  for  a  ruling  if 
Judge  Bartlett  thinks  it  is  proper,  because  the  Judge's  experience  has 
been  such  that  I  would  not  insist  on  my  objection. 

Mr.  Bartlett.  He  is  familiar  with  the  business? 

Mr.  LiNDABURY.  Not  with  the  selling  department. 

Mr.  Bartlett.  He  is  very  well  informed  ? 

Mr.  LiNDABURY.  He  is  generally  well  informed,  but  his  expert 
knowledge  has  been  gained  in  rather  other  branches. 

Mr.  Bartlett.  He  was  the  vice  president. 

Mr.  LiNDABURY.  But  not  connected  with  the  selling  department  in 
anv  way. 

Mr.  Bartlett.  What  I  wanted  to  know  was  this:  This  was  an 
agreement  entered  into  by  all  of  the  manufacturers  of  steel  rails 
and  the  railroads,  after  which  the  price  of  $28  a  ton  was  fixed, 
agreed  upon  by  mutual  understanding,  and  had  not  been  varied  from 
except  in  the  period  after  1897  or  1898,  whatever  may  be  the  daie. 
Then,  again,  it  was  put  back  where  it  was — $28 — ^by  mutual  under- 
standing, and  has  remained  there  since.  What  was  the  effect  of  a 
change  m  the  selling  price  by  some  of  the  steel  manufacturers  of  steel 
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rails  after  the  first  agreement  was  entered  into ;  what  effect  did  it  haye 
on  the  trade? 

Mr.  Gaixbt.  You  mean  prior 

Mr.  Babtubtt  (interposing).  To  1901,  when  it  was  $28 1 

Mr.  Gayi^et.  Prior  to  1901 — ^the  great  reduction  occurred  in  1897, 
when  there  was  a  cut  in  prices. 

Mr.  BAHTunr.  There  was  a  steel-rail  war? 

Mr.  GAYiiET.  Well,  there  was  a  steel  war,  which  embraced  rails. 

Mr.  Bartlett.  What  effect  did  that  have  on  the  business  ? 

Mr.  GAT^iST.  It  reduced  the  price  of  rails.  I  do  not  think  it  added 
materially  to  the  tonnage  of  rails,  although  I  have  not  that  data 
here.  It  added  nothing  in  the  distribution  of  orders  for  rails.  I 
do  not  think  any  particular  manufacturer  of  rails  got  any  contract 
from  any  new  customers. 

Mr.  Bartlett.  Did  not  that  steel  war  accelerate  and  bring  about 
the  consolidation  of  these  various  steel  manufacturers,  including 
manufacturers  of  steel  rails,  into  the  United  States  Steel  Corpora- 
tion? 

Mr.  Gatuby.  No;  I  do  not  think  that  had  any  effect  or  any  in- 
fluence on  the  formation  of  the  Steel  Corporation.  It  may  have  had 
on  the  Federal  Steel.  It  may  have  tended  to  the  Federal  Steel  for- 
mation:  that  I  do  not  know. 

Mr.  Bartleit..  The  United  States  Steel  Corporation  absorbed  the 
Federal  Steel  and  its  subsidiaries? 

Mr.  Gatlbt.  In  1901. 

Mr.  Bartlett.  Do  you  know  whether  or  not  there  is  an  agreement 
between  the  steel-rail  manufacturers  of  this  country,  international 
in  its  scope,  by  which  the  territorv  is  divided  and  parceled  out  among 
the  manufacturers  of  steel  rails? 

Mr.  Gaylet.  Did  I  understand  you  to  say  "  international "  ? 

Mr.  Bartlett.  Do  you  know  whether  there  is  any  agreement  in- 
ternational in  its  scope  between  the  steel-rail  manufacturers  of  the 
United  States  and  abroad  by  which  the  territory  in  which  steel-rail 
products  can  be  sold  is  divided  and  parceled? 

Mr.  GayixEY.  I  have  never  heard  of  any ;  I  do  not  know. 

Mr.  BARTurrr.  If  such  an  agreement  existed  between  the  United 
States  Steel  Corporation  and  others,  the  officer  in  charge  of  the 
export  business  would  know,  probably — ^Mr.  Farrell? 

Mr.  GAYiiBY.  Mr.  Fv^ell  would  know, 

Mr.  Bartlett.  I  will  withhold  these  questions  until  we  get  Mr. 
Farrell. 

Is  there  any  agreement  in  this  country?  I  will  ask  you  that 
question. 

Mr.  Gayley.  Among  the  steel-rail  manufacturers? 

Mr.  Bartlett.  Or  steel  products? 

Mr.  Gayley.  I  do  not  know  of  any  by  which  the  territory  of 
this  country  was  divided  up. 

Mr.  Bartlett.  How  was  it  provided,  either  by  express  contract, 
if  any  existed,  or  by  mutual  agreement  or  understanding  that  a  vio- 
lation of  the  understanding  as  to  the  price  at  which  rails  were  to  be 
sold  was  to  be  punished  or  compensated  for?  In  other  words,  how 
was  it  provided  in  case  those  who  were  parties  to  the  mutual  under- 
standing should  violate  said  mutual  understanding  after  it  was 
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agreed  to — ^what  WMild  be  the  result  upon  the  party  who  delated  the 

imderstanding  ? 

Mr.  LiNDABUBY.  Are  you  alluding.  Judge  Bartlett,  to  the  period 
before  19001  Are  you  alluding  to  the  period  before  the  t^ganiza- 
tion  of  the  United  States  Sted  Ooorporation,  the  period  or  which 
the  witness  spoke? 

Mr.  Bastlett.  In  1898  and  1899  up  to  the  fomation  of  the  Fed- 
eral Steel  Co.  He  said  after  that  the  a|Teement  was  made  and  con- 
tinued. What  provision  was  madef  What  would  be  the  result  of 
the  violation  of  a  ccmtract  f 

Mr.  Gatlbt.  I  was  not  familiar  in  any  point  of  detail  with  any 
agreement  that  was  made.    It  was  not  in  my  field  of  operation. 

Mr.  Bartlett.  Mr.  Schwab  stated  that  steel  rails  could  be  made 
in  1899  at  a  mill  cost  of  $12  a  ton.  Are  you  sufficiently  familiar  with 
the  cost  to  give  an  opinion  upon  that  subject? 

Mr.  Gatlet.  I  never  did  believe  he  could  do  it.  I  asked  him  once 
how  he  proposed  to  do  it  and  he  just  smiled. 

Mr.  Bartlett.  He  just  smiled. 

Mr.  Gayley.  Yes,  sir. 

I  believe  it  would  be  possible  during  a  brief  period  for  a  mill  to 
make  rails  at  $12  providing 

Mr.  Bartlett  (interposing).  At  $12  mill  cost? 

Mr.  Gatlby.  Yes,  sir.  I  wish  to  define  what  the  cost  is — provid- 
ing that  the  fuel  and  ore  was  mined  at  the  lowest  labor  cost,  trans- 
portation at  the  cheapest  cost,  cost  of  conversion  or  manufacturing 
m  labor  reduced  to  such  a  point  that  the  workmen  would  only  get 
the  barest  kind  of  a  living  wa^e,  without  making  any  renewals  or 
repairs  or  spending  anythmg  for  upkeep,  to  deteriorate  product  by 
not  sacrificing  enough  in  any  waste  or  cut-off  to  insure  quality ;  that 
it  is  possible  for  a  certain  time  to  reach  that  point  by  destroying 
mineral  wealth  and  destroying  plant.  In  other  words,  it  has  always 
appeared  to  me  that  if  a  man  purchased  a  substantial  pair  of  boots 
and  started  out  to  walk  across  the  continent,  if  he  made  no  renewals 
and  no  repairs,  by  the  time  he  would  get  to  San  Francisco  he  would 
have  no  boots. 

Mr.  Bartlett.  He  would  not  have  to  go  that  far. 

Mr.  Gayley.  Mr.  Schwab  would  have  no  mills,  and  his  mines 
would  have  been  deteriorated. 

Mr.  Bartlett.  Have  you  given  what  you»  consider  the  cost  per 
ton  of  steel  rails? 

Mr.  Gayley.  I  had  no  occasion  to  look  into  that. 

Mr.  Lindabury.  I  think  that  that  question  was  asked  either  by  you 
or  Mr.  Gardner,  that  we  make  up  a  cost  sheet. 

The  Chairman.  I  made  that  request, 

Mr.  Lindabury.  Mr.  Gayley  had  charge  of  the  raw  material  and 
ores. 

The  Chairman.  You  say,  Mr.  Gayley,  that  you  could  make  rails, 
excluding  repairs,  advances  in  labor  cost,  payment  on  your  indebted- 
ness, and  the  like,  for  $12  a  ton?  Would  that  be  the  actual  cost; 
would  that  give  you  the  mill  cost  with  a  profit! 

Mr.  YotJNG.  At  what  time? 

The  Chairman.  Now. 

Mr.  Gayley.  Not  now. 
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The  Chairman.  Otmld  you  make  them  with  a  mill  cost  of  $12  with- 
out any  profit,  excludiM  the  iteme  yeu  have  menticoiedl 

Mr.  GATi«r.  To-day  f 

The  Chairman.  Yes,  sir. 

Mr.  Gatlet.  No,  sir ;  it  can  not  be  done. 

The  Chaisicak.  What  would  be  the  actual  mill  ooet  nowf 

Mr.  Gatlet*  As  I  understand  yonr  question,  you  are  considering 
the  price  of  raw  material  and  the  price  of  labor,  the  additional  ex- 
pense of  making  steel,  and  the  additional  wastage  in  steel  which  is 
leouired  to-<lay. 

The  Chaibhan.  I  did  not  catch  your  answer. 

Mr.  GATuer.  As  I  understand  your  question,  it  iuTolves  the  pres- 
ent price  in  wages  to  the  workingmen,  the  present  price  of  raw  ma- 
terial, transportation,  renewals,  repairs,  and  considering  the  addi- 
tional cost  of  manufacture? 

The  Chaibkan.  No. 

Mr.  Gatlbt.  Thcie  is  a  larger  wastage  retjuired  to-day  in  making 
steel  rails,  which  is  an  element  of  cost.    It  is  absolutely  impossible. 

The  Chaibhan.  Is  the  labor  cost  of  making  a  ton  of  rails  from  a 
ton  of  jpig  iron  greater  or  less,  proportionately,  than  the  labor  cost 
of  making  a  ton  of  pig  iron  f 

Mr.  Gatiey.  Oh,  very  much  more. 

The  Chairman.  I  mean  the  per  cent  of  labor  cost.  Does  the  ele- 
ment of  labor  enter  into  the  making  of  a  ton  of  rails  and  become 
a  larger  item  than  the  labor  necessary  to  make  a  ton  of  pig  iron? 

Mr.  Gatlet.  Very  much  more. 

The  Chairman.  I  have  before  me  a  report  from  the  Bureau  of 
Corporations  giving  the  average  cost  or  approximate  average  cost 
of  producing  a  ton  of  rails.  This  cost  is  put  at  $22.28.  Is  that  a 
fair  estimate? 

Mr.  Gatlet.  Yes,  sir ;  I  think  it  would  be. 

The  Chairman.  I  have  here  a  table  showing  the  lowest  cost  of 
making  rails  by  any  company  for  any  year,  and  for  1905  it  was 
$19.33,  and  it  nms  up  to  $30.29  in  1903.  This  is  the  table  for  all  the 
rail  mills  in  the  United  States. 

Mr.  Gatlet.  The  same  items  of  cost  are  taken  in  each  case  ? 

The  Chairman.  Yes,  sir;  giving  the  variation  at  different  mills  in 
the  United  States.  Would  you  think  that  would  be  approximately 
correct? 

Mr.  Gatlet.  My  judgment  would  be  about  $22. 

The  Chairman.  Mr.  Gayley,  when  did  you  go  into  the  iron 
business  ? 

Mr.  Gatlet.  In  1877. 

The  Chairman.  Connected  with  what  company? 

Mr.  Gatlet.  The  Crane  Iron  Co.,  of  the  Dehigh  Valley. 

The  Chaibman.  When  did  you  first  become  connected  with  the 
Carnegie  Co.  ? 

Mr.  Gatlet.  In  1885. 

The  Chaibman.  And  how  lon^  were  you  with  that  companv  ? 

Mr.  Gatlbt.  From  1885  until  1896.  I  was  connected  first  as 
manager  of  their  blast  furnaces  at  the  Edgar  Thomson  Works  and 
latterly  as  general  manager  of  the  steel  works  and  furnaces. 

The  Chairman.  In  1899,  what  position  did  you  hold  with  the 
Carnegie  Steel  Co.? 
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Mr.  Gayley.  I  was  one  of  the  mana^ng  directors  of  the  Carnegie 
Steel  Co.,  in  charge  of  their  raw-material  supply. 

The  Chaibmak.  In  1901,  I  believe,  the  United  States  Steel  Cor- 
poration was  formed? 

Mr.  Gaylet.  Yes,  sir. 

The  Chairman.  What  additions  were  made  to  the  Carnegie  Steel 
Co.  in  the  way  of  actual  expenditures  for  blast  furnaces  and  im- 
provement of  plant  and  the  like,  and  in  what  way  did  it  increase  in 
value — I  mean  in  actual  output  t 

Mr.  Gayley.  I  can  not  tell  you  definitely  what  expansion  in  con- 
struction was  made.  The  Carnegie  Steel  Co.  was  expanding,  put- 
ting in  additions,  increasing  its  output,  building  new  mills  for  more 
•economical  production.  Always  m  its  history  it  had  been  one 
period  of  progressive  installations. 

The  Chairman.  Can  you  tell  me,  approximately — because  I  only 
want  it  approximately — ^what  new  concerns  were  acquired  between 
1899  and  the  formation  of  the  United  States  Steel  Co.,  and  approxi- 
mately about  how  much  was  spent?  I  do  not  want  it  even  to  the 
hundred  thousands — ^within  half  a  million  or  one  million  or  two 
million  dollars. 

Mr.  Gayley.  I  can  not  tell  you  from  memory. 

The  Chairman.  Was  it  as  much  as  $10,000,000  or  $20,000,000,  in 
your  opinion? 

Mr.  Gayley.  I  would  not  want  to  make  a  guess  at  it 

The  Chairman.  I  do  not  want  to  be  persistent;  but  it  is  very  vital 
to  the  inquiry.  It  is  not  vital  that  I  nave  exact  figures.  You  ac- 
quired no  new  plants  in  that  time? 

Mr.  Gayley.  No  ;  I  do  not  know  of  anything  that  was  taken  over. 
l%e  Carnegie  Co.  was  formed,  which  took  into  that  company  the 
Carnegie  Steel  Co.  and  various  others. 

The  Chairman.  It  was  formed  before  1901  ? 

Mr.  Gayley.  The  Carnegie  Co.  which  I  am  speaking  of  was  formed 
in  1900, 1  think. 

The  Chairman.  You  spoke  of  the  expense  that  this  Carnegie  Steel 
Co.  went  to  in  employing  the  most  efficient  and  capable  ironmasters 
you  could  find,  the  men  most  expert,  and  in  getting  the  machinery 
without  regard  to  cost — ^that  is,  the  madiinery  with  no  special  regard 
to  cost,  if  it  would  produce  more  economically  than  the  madiinery 
you  had.  That  was  the  principle  upon  which  that  great  company 
operated? 

Mr.  Gayley.  It  was- 

The  Chairman.  You  looked  always  to  the  production  of  a  maxi- 
mum tonnage  of  iron  and  steel  at  a  minimum  of  cost,  and  purchas^ 
any  new  machinery  and  secured  patents  on  any  new  inventions  that 
would  give  you  that  position  in  the  ^ed  business  ? 

Mr.  Gayley.  We  adopted  every  improvement  without  delav  that 
would  cheapen  and  facilitate  the  manufacture  of  iron  and  steeL 

The  Chairman.  I  am  not  asking  these  Questions  in  the  way  of  criti- 
<;]sm,  but  in  the  way  of  commendation  of  the  policy  of  the  Cam^e 
Steel  Co. ;  and,  as  you  happen  to  have  the  honor — I  regard  it  as  an 
honor — ^to  have  been  one  of  the  old  guard  in  that  company,  I  am  ques- 
tioning you  somewhat  earnestly  about  these  improvements;  and  I 
want  to  say  that  from  a  casual  study  of  the  history  of  the  Came^e 
Steel  O).  n*om  Kloman  up  to  this  day  it  may  be  observed  that  while 
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they  made  mistakes,  and  I  think  they  did— if  I  had  been  in  charge,  I 
know  I  could  not  have  managed  it,  I  would  have  pursued  a  different 
policy  with  reference  to  the  treatment  of  organized  labor  and  other 
things — ^but  I  approve  of  a  great  many  things  that  were  stated  in  an 
answer  which  was  filed  in  the  cast  of  Frick  against  the  Carnegie  Steel 
Co.  and  others,  to  which  you  were  one  of  the  defendants,  i  believe, 
and  verified  this  petition. 

Mr.  Gaylet.  I  believe  so. 

The  Chaikman.  It  is  the  case  of  Henr^  C.  Frick  against  the  Car- 
negie Steel  Co.  (Ltd.),  Andrew  Carnegie,  Henry  Pnipps,  jr.,  and 
so  on— you  are  familiar  with  it  ? 

Mr.  Gaylby.  Yes,  sir. 

The  Chairman.  In  that  answer  the  statement  is  made : 

It  Is  not  true  that  on  December  81,  1899,  the  Bald  association  had  assets  or 
property,  either  real  or  personal  or  tangible  In  any  form,  which  the  said  asao- 
eiatlon  in  its  legal  capacity  could  transfer,  worth  |260,000,000. 

That  statement  is  correct,  is  it  not  ? 

Mr.  GAYiiET.  I  understood  it  to  be  so  at  that  time. 

The  Chaibmak.  (Reading:) 

Nor  did  the  defendant,  Andrew  Carnegie,  ever  assert  that  said  assets  were 
In  excess  of  that  sum.  The  said  Andrew  Carnegie  has  repeatedly  expressed 
the  opinion^  with  reference  to  the  earning  capacity  of  said  company,  that  the 
personnel  of  its  organization  was  worth  more  than  all  of  the  property  of  the 
company. 

It  is  true  that  the  said  Andrew  Carnegie  has  expressed  and  still  holds  san- 
gxiine  views  as  to  the  future  of  said  company,  but  any  such  views  are  based 
upon  the  maintenance  of  the  organization  of  the  said  company  in  its  present 
condition  of  efficiency  and  harmony. 

That  statement  was  correct,  was  it  not  ? 

Mr.  Gayley.  Mr.  Carnegie  often  expressed  himself  that  the  great 
asset  of  his  corporation  was  its  organization. 

The  Chairman.  As  you  understand,  I  am  not  asking  you  whether 
these  statements  are  true;  I  wish  simply  to  have  them  identified. 
Of  course,  if  you  have  changed  your  mind  since  then,  it  would  be 
TiAt  to  so  state. 

There  is  a  statement  here  about  the  policy  of  the  Carnegie  Steel  Co. 

But  it  has  always  been  the  policy  of  this  association  from  its  outset  to 
regard  itself  as  an  association  of  individuals  who  have  united  together  their 
fortunes,  their  talents,  and  their  industry  to  manufacture  iron  and  steel  In  all 
branches  in  the  best  form,  by  the  best  processes,  and  at  the  most  moderate 
cost,  and  by  such  attention  to  the  true  purpose  of  its  organization  to  produce 
for  those  interested  In  the  association  the  largest  profis  which  can  be  made. 

You  believed  that  was  the  best  policy  then  ? 

Mr.  Oatlet.  I  did. 

The  Chairman.  Do  you  not  believe  it  is  the  best  policy  now,  not 
only  for  the  manufacture  of  steel,  but  with  a  thousand  times  more 
emphasis  for  the  dominance  of  the  steel  industry  in  America  and  for 
the^ood  of  everv  purchaser  of  steel? 

'hb.  Qaylbt.  You  mean  that  the  industry  would  best  be  served  by 
corporations  representing  an  association  of  individuals  in  partner- 
ship like  the  Cameffie  Co.  ? 

The  Chairman.  I  mean  the  principle  laid  down  here  with  such 
remarkable  force,  and  that  at  that  time  it  was  the  policy  of  the 
Carnegie  Co.,  and  it  has  always  been  the  policv,  to  regard  itself  as 
an  association  of  individuals  w^bo  have  united  together  their  for- 
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tunes,  their  talents,  and  their  industry  to  manufacture  iron  and 
steel,  eta,  cheaper  than  anybcdy  else  can  manufacture  it.  That  vras 
a  ffood  policy  ttieni 

Mr.  Gatubt.  It  is  the  aim  to-day  to  manufacture  ^ed  as  cheaply 
as  possible,  having  the  highest  reference  to  quality. 

The  Chaikman.  Was  it  not  true  that  that  policy  carried  into 
effect  the  selection  of  the  best  man  for  the  place,  the  selection  of  the 
best  material  which  could  be  purchased,  and  the  throwing  into  the 
junk  heaps  of  machinery,  no  matter  how  expensire,  if  some  other 
machinery  had  been  invented  to  do  the  work  better  and  cheaper? 
Was  not  that  the  thing,  the  capacity  of  the  man  to  handle  the  ma- 
chine, and  the  knowledge  that  you  had  the  best  machine,  was  not  that 
what  made  the  Carnegie  Co.  indifferent  to  competition  and  successful 
whenever  competition  was  severe  and  victorious  whenever  a  war 
was  raging  between  the  manufacturers  of  steel  ? 

Mr.  Gayley.  It  certainly  placed  the  Carnegie  Co.  in  a  strong" 
position.  The  Carnegie  Co.  was  not  anxious  for  competition  through 
disastrous  price  cuts  at  all,  but  that  policy  of  procuring  the  best 
brains,  the  best  machinery,  and  the  most  modem  processes  is  in  effect 
and  in  practice  with  the  Steel  Corporation  to-day  through  every 
department  of  its  operation. 

The  Chairman.  Was  it  not  true  that  at  the  time  of  the  formation 
of  the  United  States  Steel  Corporation  the  Carnegie  Co.,  with  your 
superior  knowled^  of  the  business,  with  your  superior  equipment, 
and  with  your  efficient  and  fearless  personnel,  were  able,  ready,  and 
prepared  in  case  of  competition  to  maintain  yourselves,  and  had  war 
.  mstead  of  cooperation  been  the  keynote  at  the  time  of  the  absorption 
of  the  Carnegie  Steel  Co.,  would  it  not  have  been  the  other  fellow 
who  would  have  gone  to  the  wall  in  a  war  to  the  death  ? 

Mr.  Gayley.  I  can  only  say  that  we  would  have  worried  them  a 
bit  if  it  came  to  a  contest. 

Mr.  Bartlett.  Eight  there — the  sugsestion,  I  will  not  use  the  word 
"  threat"  of  the  Carnegie  Co.  to  extend  the  field  of  its  work — did  not 
that  bring  about  a  settlement  of  the  differences? 

Mr.  Gayley.  I  do  not  know  of  any  threat. 

Mr.  Bartlett.  I  called  it  a  suggestion — that  the  Carnegie  Co.  would 
build  tube  works  and  a  railroad — and  soon  after  that  suggestion  got 
abroad  there  was  an  arrangement  by  which  the  suggested  competition 
did  not  go  into  effect? 

Mr.  Gayley.  It  was  contemporaneous.  I  do  not  think  one  in- 
fluenced the  other,  as  far  as  my  knowledge  goes. 

Mr.  Bartlett.  It  was  suggested,  but  it  did  not  happen? 

Mr.  Gayley.  It  did  not  happen.  The  Carnegie  Steel  Co.,  through- 
out its  whole  history,  has  extended  in  the  direction  of  a  more  varied 
product  It  was  always  increasing  the  variety  of  steel  products  in  its 
manufacture,  and  it  was  not  new  and  was  not  recomized  as  anything 
new  or  remarkable  in  the  steel  industry  for  the  Carnegie  Steel  Co. 
to  be  branching  out  in  some  new  direction  of  manufacture. 

Mr.  Bartlett.  Did  they  branch  out  in  the  manufacture  of  tubes 

after  this? 

Mr.  Gayley.  As  I  explained  the  other  day,  there  had  been  under 
consideration  by  the  board  of  directors  of  the  Carnegie  Steel  Co.  the 
manufacture  oi  steel  wire  and  the  manufacture  of  tubes,  both  were 
being  considered,  and  it  was  a  question  whether  they  would  go  into 
one  or  the  other  or  both. 
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Mr.  Babtlbtt.  Was  that  plan  carried  out  after  the  purchase ! 
Mr.  Gaylby.  It  was  not  carried  out    It  dropped  tnrough. 


was 

just  ffoing  to  add  that  the  ppwers 
on  this  expansion  of  the  Carnegie  Steel  Co.  after  the  formation  of 
the  Steel  Corporation  were  not  the  onea  to  carry  it  out,  having  dis- 
posed of  their  prcmerty. 

Mr.  Bartlett.  That  is  a  good  answer.  Whether  it  was  intended 
by  the  Carnegie  people  or  not  to  be  carried  out,  a  suggestion  or  in- 
tention to  increase  its  business,  after  they  sold  out,  the  people  to 
whom  they  sold  did  not  carry  out  their  purpose  in  that  line  ? 

Mr*  Gayiosy.  They  did  n<yb  carry  out  the  plan  for  extending  into 
a  more  varied  output  that  was  planned  by  the  Carnegie  Steel  Co. 

Mr.  McGiLLiciTDY.  I  want  to  ask  you  a  question.  You  said  there 
was  an  agreement  between  parties  fixing  the  selling  price  of  raik  at 
$28  a  ton.    Isthatri^ht? 

Mr.  Oai^jiy.  At  what  time* 

Mr*  McGiUJOiTnnY.  I  was  gouig  to  aeh  you  at  what  time.  I  think 
you  stated,  ia  answer  to  Judge  Bartlett^  tbiut  there  was  such  an  agree- 
ment t 

Mr.  GayIiET.  These  had  been  agreements  in  the  ^reel-mil  industry. 

Mr.  McGnxicunDY.  Were  there  several  agreements} 

Mr.  Gayusy.  At  the  different  periods  there  were  agsreemei^ts  as  to 
the  price  and,  as  I  understand  it,  there  weve  differemt  agnsemei^  aJk 
different  times  in  the  steel  business. 

Mr.  McGiLLicuDDY.  When  was  the  first  we  f 

Mr.  Gayusy.  I  do  not  know. 

Mr.  McGnuGnn6Y.  When  was  the  last  onet 

Mr.  Gayisy.  I  can  not  give  you  a  definite  idea  as  to  that.  You 'can 
get  tfaa4:  information. 

Mr.  McGiLUcinwY.  In  what  form  was  that  agreement  f 

Mr.  GAYiiCY.  I  do  not  know  whether  it  was  verbal  or  written;  I 
can  not  tell  vou.  I  am  giving  you  my  understanding  of  how  this  price 
was  fixed.    I  was  not  a  party. 

Mr.  McGnjiicuDDY.  Who  were  the  parties  to  that  agreemsnt  ? 

Mr.  Gayley.  I  presume  yo^  mean  tne  different  corporations? 

Mr.  McGn-LicuDDY.  Yes,  sir. 

Mr.  Gayusy.  I  presume  it  was  all  of  the  rail  makers. 

Mr.  MoGnjiicxTDDY.  What? 

Mr.  Gayley.  All  of  the  rail  makers  in  America. 

Mr.  McGnjJCUDDY.  For  how  long  a  period  did  the  agreement 
extend  ? 

Mr.  Gaylby.  The  details  of  that  I  am  unable  to  give  you.  As  I 
have  alreadhr  stated,  I  am  entirely  unfamiliar  with  any  of  the  details. 

Mr.  ModriLLiciDnDY.  The  agreement  did  fix  the  selling  price  of 
rails? 

Mr.  Gayusy.  That  is  my  understanding. 

Mr.  McGiLucuDDY.  What  was  to  happen  to  anybody  or  any  eor- 
poration  who  was  a  party  to  that  agreement  in  case  they  did  not  live 
up  to  it:  was  there  any  penalty ? 

Mr.  Gayley.  I  am  not  sure  with  respect  to  rails.  With  respect  to 
other  products  there  were  penalties^ 

Mr. lfcGizxiGUM>7.  What  wero  the  penalties  to  be? 
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Mr.  Gayley.  In  some  products,  as  I  recollect,  the  penalty — you 
mean  as  to  breaking  the  contract? 

Mr.  McGiiiLiGiTDDY.  Yes,  sir. 

Mr.  Oayley.  I  do  not  know.  I  think  if  a  person  made  more  than 
his  allotted  amount  he  was  to  pay  $1  a  ton. 

Mr.  McGiLLicuDDY.  To  whom  i 

Mr.  Gayley.  Into  the  pool. 

Mr.  McGiLLicuDDY.  And  that  pool  was  to  be  divided  up  among  the 
parties  to  the  a^ement? 

Mr.'  Gayley.  That  is  my  understanding. 

Mr.  McGiLLicuDDY.  Among  the  parties  who  kept  the  agreement? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Dakforth.  Who  can  tell  us  what  the  agreements  were,  how 
made,  and  what  the  penalties  were;  what  officer  of  the  Steel  Cor- 
poration ? 

Mr.  LmDABURY.  This  witness  never  said  that  the  United  States 
Steel  Corporation  was  a  party. 

Mr.  Danfosth.  Who  can  tell  us,  if  it  is  important  to  find  out? 

Mr.  Gayley.  So  far  as  my  knowledge  goes  during  the  period  of 
nly  connection  with  the  industry,  I  diould  think  Mr.  Schwab  could 
give  you  the  information,  particularly. 

Mr.  Danforth.  Is  he  the  only  man  connected  with  the  steel  in- 
dustry who  could  give  us  that  information? 

Mr.  Gayley.  No  ;  I  presume  there  are  lots  more.  I  imagine  Mr. 
Gates  could  enlighten  you. 

Mr.  McGiLLicuDDY.  From  whom  did  you  get  your  information? 

Mr.  Gayley.  Simply  talk  around. 

Mr.  McGHiLicuDDY.  Talk  with  whom? 

Mr.  Gayley.  Mr.  Schwab  and  the  other  directors  of  the  company 
as  a  matter  of  general  conversation.  It  is  pretty  difficult  to  go  oacK 
over  this  long  period  and  say  what  was  definitely  said  and  commu- 
nicated. I  am  simply  stating  that  I  understood  that  as  to  that 
period  there  were  agreements.  If  I  had  been  a  factor  and  had 
made  those  agreements  they  would  unquestionably  have  become 
fixed  in  my  mind. 

Mr.  McGiLLicuDDY.  Was  the  information  conveyed  to  you  that 
not  only  the  price  of  steel  but  the  amount  to  be  produced  was  to  be 
limited  by  each  company  ? 

Mr.  Gayley.  I  never  heard  of  any  limitation  as  to  output. 

Mr.  McGillicuddy.  This  $1  penalty  was  for  selling  under  the 
agreed  price  ? 

Mr.  Gaylky.  If  a  party,  as  I  recollect,  made  more  tonnage  than 
the  prorated  allotment- 

Mr.  McGillicuddy  (interposing).  Then  the  agreement  did  include 
the  amount  to  be  produced  ? 

Mr.  Gayley.  What  I  mean,  there  was  no  limitation  of  amount. 

Mr.  McGillicuddy.  What  were  they  to  pay  the  $1  for? 

Mr.  Gayley.  A  distribution  of  the  percentage  of  the  amount,  what- 
ever it  would  be. 

Mr.  LiMDADURY.  They  could  make  more,  but  they  had  to  pay  the 
penalty? 

Mr.  Gayley.  For  the  exceeding  of  the  percentage. 

Mr.  McGillicuddy.  Then,  if  1  understand  you,  one  of  the  terms 
of  the  a^eement  that  you  refer  to  allotted  a  certain  percentage  of  the 
production  to  different  parties  to  the  agreement? 
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Mr.  Gayley.  That  is  my  understanding. 

Mr.  McGiLLxcuDDY.  And  if  any  company  wanted  to  make  more 
than  the  amount  allotted  to  them  they  had  to  pay  $1  a  ton  for  the 
increased  production  ? 

Mr.  LiNDABTTRY.  I  think  vou  were  not  here  when  Mr.  Roberts 
testified  and  gare  all  that  information.^ 

Mr.  Gayley.  That  is  my  understanding,  as,  for  instance,  the  beam 
pool.  I  am  not  speaking  of  rails  in  this  connection;  my  answers 
nave  application  to  other  products. 

Mr.  McGiLLicuDDY.  And  your  understanding  is  that  the  agreement 
covered  all  of  the  steel  manufactures  in  the  United  States? 

Mr.  Gayley.  Producing  those  products.  Certain  makers  made 
beams,*  certain  makers  made  plates,  and  so  on. 

Mr.  LiNDABXTRY.  I  think  you  have  an  erroneous  idea,  as  your  last 

auestion  suggests,  that  there  was  one  agreement*    I  understand  that 
iiere  were  different  pools  covering  different  products,  not  one  pooL 

Mr.  McGnxicuDpY.  Was  there  any  particular  territory  allotted  to 
particular  corporation,  or  was  the  territory  to  be  in  common? 

Mr.  Gayley.  In  common. 

The  Chairman.  That  arrangement  by  which  each  man  was  to  pro- 
duce a  certain  per  cent  of  his  maximum  capacity  maintain^  the  price 
of  rails  at  a  fixed  amount  per  ton? 

Mr.  Gayley.  Prior  to  the  corporation's  formation  ? 

The  Chairman.  Yes,  sir. 

Mr.  Gayley.  I  understand 

The  Chairman  (interposing).  As  long  as  it  was  kept? 

Mr.  Gayley.  As  long  as  it  was  kept;  yes.  I  understand  that  a 
certain  percentage  of  the  rail  orders  were  sent  to  this  mill  and 
another  percentage  to  that  mill,  depending  on  the  amount  of  money 
ezpendea  by  these  several  companies  in  order  to  provide  facilities 
forproduction. 

Tne  Chairman.  I  understand  that  one  mill  would  have  a  maxi- 
mum capacity,  say,  of  100,000  tons  a  year,  and  another  mill  could 
produce  50,000  tons,  that  this  mill  that  prepared  to  produce  100,000 
tons  a  year,  other  things  being  equal,  would  be  entitled  to  at  least 
twice  as  many  rails  as  the  mill  producing  50,000  tons.  Is  that 
correct? 

Mr.  Gayley.  Not  always,  but  it  was  some  percentage  of  capacity. 

The  Chairman.  That  is  immaterial,  but  as  long  as  those  agree- 
ments were  kept  the  price  could  be  maintained? 

Mr.  Gayley.  Yes,  sir. 

The  Chairman.  Since  the  formation  of  the  United  States  Steel 
Corporation  the  prices  have  remained  the  same ;  have  they  been  main- 
tained by  the  same  methods? 

Mr.  Gayley.  I  do  not  know  of  any  agreements  between  those 
people  since  the  formation  of  the  Steel  Corporation. 

The  Chairman.  Mr.  Gayley,  do  you  believe  that  this  equilibrium 
in  prices  would  maintain  itself — like  Mahomet's  coffin,  just  hang 
there  without  any  help  from  anybody  ? 

Mr.  Gayley.  I  do  not  know  of  anything  that  will  maintain  itself 
in  this  world  without  some  influence  being  brought  to  bear. 

The  Chairman.  It  required  vigilance,  concurrent  action,  mutual 
understanding,  the  infliction  of  penalty  for  breach  of  performance 
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to  maintain  this  fixity  of  price  anuNog  these  manufacturers  of  nils, 
did  it  not  ? 

Mr.  LiNDABURY.  I  think  the  witness  should  not  be  compelled  to 
answer  that  question,  and  I  hope  the  chairman  will  wA  insist 

The  Chairmak.  What  I  have  in  mind  is  this:  Before  the  forma- 
tion of  the  United  States  Steel  Corporiitioii  there  were  quite  a  niua- 
her  of  concerns  making  steel  railat 

Mr.  Gayi-ey.  There  were. 

The  Chairman.  They  were  independent  one  of  the  other? 

Mr.  GAYi^ar,  They  were. 

The  Chaikhan.  Thej  maintained  these  prices  l^y  the  netbode 
which  you  have  mentioned  at  times^-the  price  of  ntils} 

Mr.  Gayley.  They  corrected  relapsee  irom  a  profitable  priae  by 
these  arrangements,  and  n^intainea  them  through  eelf-interest  and 
money-makmg. 

The  Chairman.  In  spite  of  vour  efforts,  however,  now  and  then 
these  agreements  would  be  broken,  and  tbejoe  would  be  demoraliza- 
tion in  the  price  ? 

'  Mr.  Gayley.  It  is  a  little  different  I  think  that  in  every  case  rails 
were  cut  by  reason  of  retaliation,  through  some  wrong,  eitner  real  or 
fancied,  in  another  branch  of  the  business. 

The  CftiiRMAN.  Since  the  formation  of  the  United  States  Steel 
Corporation  there  have  been  none  of  these  fancied  wrongs,  none  of 
these  misunderstandings,  none  of  these  efforts  on  the  part  of  con- 
cerns not  connected  with  the  United  States  Steel  Corparation  to  re- 
duce the  price  of  rails  below  $28  ? 

Mr.  Ga YLKY.  There  have  not ;  and  since  the  formation  of  the  Steel 
Corporation  the  makers  of  steel  rails  and  the  makers  of  steel  gen* 
erally  have  been  brought  together  in  a  better  axsquaintanceship  with 
one  another;  there  has  been  more  freedom  of  intercourse;  and  that 
has  occurred  since  the  corporation  has  been  formed,  and  that  has 
created  a  better  understanding*  Everything  has  been  open  and 
aboveboard  in  their  intercourse.  Prior  to  that  time,  in  the  days  of 
Hits  keen  competition,  everybody  went  their  own  ^it.  They  Vere 
secretive,  largely,  as  to  their  methods  and  as  to  their  customers  and 
as  to  their  price  policy;  and  when  they  got  into  war  that  naturally 
led  to  deceiving  one  another.  That  has  all  been  done  away  with, 
and  a  spirit  of  frankness  has  taken  its  place — public  and  free  inter- 
course. 

The  Chairman.  Under  the  present  regime  each  rail  maker  takes 
the  other  rail  maker  into  his  confidence? 

Mr.  Gayley.  They  do. 

The  Chairman.  He  tells  him  all  about  his  business? 

Mr.  Gayley.  As  never  before. 

The  Chairman.  As  never  before.  He  lets  him  know  the  cost  of 
production  in  his  mill? 

Mr.  Gayley.  I  do  not  know  that  they  get  down  to  minute  details. 

The  Chairman.  But  he  does  not  attempt  to  deceive  him? 

Mr.  Gayley.  But  at  the  present  day,  with  our  ore  supplies  emu- 
ing  from  one  general  source,  and  the  fuel  likewise,  and  all-  mills 
adopting  as  near  as  possible  the  same  mechanical  applianoes,  it  is 
very  easy  for  one  maker  of  rails  or  maker  of  steel  to  approximate 
very  closely  to  the  cost  of  another,  especially  when  there  is,  as  pr^ 
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?aJl8  in  the  steel  business,  free  access  to  the  works  m  the  part  of 
visitors  from  other  works. 

The  Chairman..  From  what  geper^l  source  do  your  ores  cppxe } 

Mr.  Oatuby.  I  refer  to  the  Lake  Superbr  ore. 

The  Chairman.  The  Mesabi  re^n,  principallj? 

Mr.  Oatubt.  Principally;  yes. 

The  Chairman.  From  what  general  source  does  your  fuel  come  ? 

Mr.  0ATI4&T.  That  is  different.  The  Pittsburg  district  has  the  Con- 
nellaville  and  its  associated  fields. 

The  Chairman.  Will  you  give  me  the  na^^  of  those  fields  t 

Mr.  Oaylbt.  They  are  known  principally  as  what  they  call  the 
Klondike  fields.  Over  at  Johnstown^  beside  Pittsburg,  they  are 
using  local  coal,  or  coal  that  is  near  to  them.  Then,  large  quautities 
of  coal  are  taken  from  the  Pocahontas  field  to  the  Chicago  district. 
Now  they  are  using  the  southern  Illinois  coal  and  coking  in  their 
by-product  ovens. 

The  Chairma27«  Are  any  wnoems  using  the  southern  Blinois  coal 
except  at  Gary  t 

Mr.  Gaylet.  No. 

The  Chairman.  I  am  speaking  now  of  those  fields,  Mr.  Gayley, 
in  which  all  the  im]  makers  and  the  other  large  concei3)S,  like  Jones 
&  Laughlin,  get  ^heir  fudi  supply — ^the  common  fuel  supply. 

Mr.  Gaylet.  That  is  generally  around  the  Pittsburg  district. 

The  Chairman.  What  per  cent  of  that  ooal  fidd  from  which  all 
of  you  get  your  supply  is  owned  or  controlled  by  title  i^  fe^  simple 
to  the  land,  or  by  leases,  by  the  United  States  Steel  Corporation  f 

Mr.  Gatuby.  I  have  not  that  data. 

The  Chairman.  About  80  per  oent  of  it,  or  90  per  cent  of  itt 

Mr.  Ga7I4B7.  I  would  not  even  want  to  make  a  guess  at  it. 

The  C^AiiMAN.  Is  npt  that  approximately  porrect  ? 

Mr.  Gayiost.  I  would  not  like  to  say;  it  would  be  a  wild  gusos. 
They  are  accumulating  coal  properties  up  there  all  tb^  tiuie,  and  I 
do  not  know  that  I  ever  really  had  occasion  to  secure  that  informa- 
tion when  I  wes  with  the  oorporaticm. 

The  CiiAiRMAK.  When  you  were  connected  with  the  Carnegie  Steel 
Co.«  the  geptlemen  so  associated  had  an  agreement  called  an  ^^ir^- 
daa  agveement"  among  themselves,  did  they  not? 

Mr.  Gayley.  They  had. 

The  Chaibmah.  Was  that  agreement  a  just  arrangement  between 
you,  by  which  the  interests  of  the  living  and  the  dead  could  be  pro- 
tected f  I  msan  by  that,  under  that  agreement  you  took  an  inventory 
of  tiie  value  of  the  property  while  you  were  alive,  and  that  was  ac- 
cepted by  the  administrators  when  one  member  happened  to  bf^  dead 
in  the  settling  of  his  estate,  was  it  not  I 

Mr.  LiNDABiTRY.  One  moment;  I  ask  the  witness  to  consider 
whether  he  had  better  answer  that  or  not  It  seems  to  me  that  ques- 
tion is  a  little  too  deep  for  one  single  mind. 

The  Chatoman.  I  will  let  both  minds  work  on  it. 

Mr.  LiNDaBunr.  As  mine  cq>erates,  I  should  say  that  it  is  not 
carable  of  b^g  answered. 

The  Chairman.  I  should  think  it  would  not  concern  the  United 
States  Steel  Corporataon,  for  the  reason  that  the  SteeL  Corporation, 
he  says,  has  no  interest  in  this  iron-clad  cQntra<3t. 
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Mr.  LiNDABTTBT.  I  know ;  but  the  question  asked  him  for  the  affairs 
of  this  life  and  beyond  the  grave,  and  being  altogether  speculative  in 
its  character,  anyhow,  ought  not  to  be  answered. 

The  Chairman.  I  hope  the  United  States  Steel  CSorporation  has  no 
fear  of  anything  beyond  the  grave. 

Mr.  LiNDABURY.  I  am  now  suggesting  this  for  the  witness's  own 
sake  and  as  adviser  to  him. 

The  Chairman.  I  hope  Mr.  Gayley  is  not  living  in  any  such  dread. 

Mr.  LiNDABURY.  I  think  he  had  bletter  not  enter  into  the  realm  of 
speculation,  at  least  when  it  extends  beyond  the  grave. 

ITie  Chairman.  I  understand  from  this  agreement,  Mr.  Gayley, 
that  under  this  aOTeement  if  a  man  withdrew  those  in  control  of  the 
Carnegie  Co.  paia  him  his  per  cent  in  that  property  according  to  its 
book  value? 

Mr.  GayiiBy.  Yes. 

The  Chairman.  And  if  he  died  they  went  to  the  books  and  if  he 
had  a  10  per  cent  interest  in  the  Carnegie  Steel  Co.  they  gave  him 
10  per  cent  of  the  value  of  that  company  according  to  tne  showing 
of  tne  books  at  the  time  of  his  death.    Is  not  that  correct  I 

Mr.  Gayley.  That  is. 

The  Chairman.  Was  that  a  fair  and  just  arrangement,  in  your 
opinion,  to  those  that  stayed  in  and  those  that  went  out,  or  was  it  a 
suicidal  arrangement? 

Mr.  LiNDABURY.  I  submit  that  the  witnesses  opinion  ought  not  to 
be  asked  on  that  subject 

The  Chairman.  It  he  objects 

Mr.  LiNDABURY.  I  do  object. 

Mr.  Gayuby.  I  would  rather  not  answer  that. 

The  Chairman.  Well,  I  will  take  the  "suicidal''  element  out  of 
it.  I  did  not  mean  that  offensively.  I  meant  this:  My  opinion  is, 
from  my  knowledge  of  the  men  who  were  parties  to  that  agreement, 
that  it  must  have  been  just;  it  was  not  intended  as  a  game  of  "  freeze- 
out,"  but  as  a  just  method  of  ascertaining  the  value  of  this  property, 
both  for  the  sake  of  those  that  stayed  in  and  for  the  sake  of  those 
that  stayed  out,  and  for  preventing  litigation.  Now,  that  is  my 
understanding  of  this  agreement,  and  I  want  to  know  if  it  is  correct? 

Mr.  Gayley.  I  can  simply  say  that  it  was  assented  to  by  the  part- 
ners. 

The  Chairman.  And  you  assented  to  it?    You  were  a  party  to  it? 

Mp.  Gayuby.  There  was  a  new  ironclad  agreement  drawn  up  after 
I  became  a  partner,  and  whether  that  became  operative  or  not  I  have 
forgotten.  On  becoming  a  partner  I  came  under  the  original  iron- 
claa  agreement,  anyway. 

The  Chairman.  What  interest  did  you  have  in  that  concern? 

Mr.  Gayley.  I  prefer  not  to  say,  Mr.  Chairman. 

The  Chairman.  It  was  a  consi(ierable  interest,  was  it  not? 

Mr.  Gayley.  No;  I  was  a  junior  partner. 

The  Chairman.  And  whatever  interest  you  had,  you  agreed  with- 
out complaint  that  it  should  be  determined  that  way  in  case  of  your 
death  or  in  case  of  your  severance  of  your  relations  with  the  Carnegie 
Steel  Co.,  did  you  not? 

Mr.  Gayley.  I  can  only  speak  for  myself  personally. 

The  Chairman.  Personally,  yourself? 

Mr.  Gayley.  Personally,  it  was  satisfactory  to  me. 
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The  Chaibman.  Now,  I  want  to  call  your  attention  to  this  estimate 
of  the  value  of  that  company  on  the  81st  day  of  December,  1899. 
This  answer  says : 

Those  books — 

The  books  of  the  Carnegie  Steel  Co, — 

Were  under  the  superrision  of  the  plaintiff — 

That  is,  Mr.  Frick— 

Until  the  day  of  his  resignation  from  the  chairmanship  of  our  company,  and 
the  entries  hare  been  made  from  time  to  time  in  accordance  with  his  express 
Judgment.  These  books  show  that  the  net  value  on  the  31st  day  of  December, 
1899,  of  the  assets  of  the  association  was  $76,610,104.05.  To  a  large  extent 
this  book  value  represents  the  actual  cost  of  the  properties  represented  in  the 
balance  sheets  of  the  association. 

And  again : 

And  we  aver  that  the  yaluation  of  the  assets  as  shown  on  said  books  and 
balance  sheets  Is  a  full,  fair,  and  accurate  valuation  of  the  same,  and  that  there 
hs  not  been  omitted  from  such  l)ooks  and  balance  sheets  any  asset  which  should 
properly  find  a  place  thereon. 

That  was  a  correct  statement,  was  it  not? 

Mr.  Gatlet.  I  presume  it  was. 

The  Chaibman.  This  is  verified  under  oath  by  Messrs.  Carnegie, 
Schwab,  Phipps,  Singer,  Morrison,  Clemson,  Quyley,  and  Moreland. 
You  are  the  James  Guy  ley  who  swore  to  thai  statement? 

Mr.  Gayij5t.  I  am. 

The  Chaibman.  At  what  sum  was  that  property  turned  into  the 
United  States  Steel  Corporation  at  the  time  of  its  organization — 
what  capitalization;  what  consideration  did  they  get  in  bonds  and 
stock? 

Mr.  Gayley.  They  get  par  for  their  bonds,  and  Mr.  Carnegie  took 
par  and  a  half  in  bonds  for  his  stock ;  that  is,  Mr.  Carnegie  and  prac- 
ticaUy  his  family  associates ;  and  the  others  took  par  for  bonds  and 
practically  one  and  a  half  in  preferred,  and  one  and  a  half  in  com- 
mon stock  of  the  corporation. 

The  Chaibman.  In  round  numbers,  taking  the  stock  and  bonds  at 
par,  the  Carnegie  Co.  was  capitalized  at  about  $320,000,000,  was  it 
not? 

Mr.  Gayley.  Something  like  that. 

(The  committee  thereupon  took  a  recess  until  2  o'clock  p.  m.) 

AFTER    RECESS. 

STATEMENT  OF  MB.  JAMES  GAYLET— Besumed. 

The  Chairman.  Mr.  Gajley,  you  speak  of  the  steel  interests  under 
the  Carnegie  regime  ownmg  but  little  ore.  At  the  time  that  this 
ore  was  owned  by  individuals  in  the  Mesabi  and  other  ranges,  at 
what  could  a  ton  of  ore  be  secured  ?  What  was  the  royalty  for,  say, 
56  per  cent  of  metallic? 

Mr.  Gayley.  At  what  time? 

The  Chairman.  Before  these  holdings  commenced,  at  the  time  the 
Carnegie  Co,  was  in  operation,  before  the  policy  of  buying  up  these 
ores  by  the  various  manufacturing  concerns  was  instituted? 
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Mr.  Gaylbt.  From  25  to  60  cents  a  .ton. 

The  Chaibman.  Thflt  was  the  royalty  4 

Mr.  Gayley.  The  royalty. 

The  Chairman.  At  that  time  ? 

Mr.  GayIiEY.  At  that  tune. 

The  Chairman.  What  year? 

Mr.  Gayley.  I  am  speaking  of  the  time  now  from  1890  to  1900. 

The  Chairman.  What  is  the  value  of  that  same  ore  oowf 

Mr.  Gayley.  You  mean  as  to  royalty  t 

The  Chairman.  What  is  the  cost  of  it?  What  is  the  royalty  on  it 
now  in  case  it  is  held  by  individuals? 

Mr.  Gayley.  The  royalties,  I  imagine,  would  run  now  from,  aay, 
60  to  90  cents. 

The  Chairman.  Mr.  Schwab  has  estimated  that  ore — ^the  ore  of  the 
Mesabi  region — ^at  a  dollar  a  ton.  Is  that  a  correct  estimate  of  the 
value  ? 

Mr.  Gayley.  It  was  worth  that  as  raw  material  to  the  Steel  Cor- 
poration for  the  purpose  of  converting  into  steelproduets. 

The  Chairman.  In  the  capitalization  of  the  united  States  Steel 
Corporation  he  estimates  that  $700,000,000  of  the  property  repre- 
sented by  its  capitalization  is  in  iron.  How  mnch  of  mat  is  hi^- 
grade  ore? 

Mr.  Gaylby.  Tliat  was  ptactically  all  high-grade  ore. 

The  Chairman.  Do  you  think  Mr.  Schwab's  estimate  is  oemserva- 
tive— that  it  is  worth  a  dollar  a  ton  now? 

Mr.  Gayley.  I  think  good  ore,  first-class  ore,  is  woirtk  a  dellar  a 
ton  in  the  mine  to  any  steel  manufaotitring  compMaiiy. 

The  Chairman.  How  do  you  account  for  that  increase  in  prioe  I 

Mr.  Gayley.  You  mean  in  royalties? 

The  Chairman.  Yes,  sir. 

Mr.  Gaylky.  The  inorease  in  royalties  is  owing  to  the  faet  that 
there  were  less  ore  bodies  available ;  and  as  they  beoame  sosroer,  the 
royalties  went  up. 

The  Chairman.  Are  there  less  ore  bodies  available?  Have  yea 
not  discovered  vast  areas  of  ore,  since  the  discovery  of  the  Mesabi 
Range,  in  Cuba  and  elsewhere  ? 

Mr.  Gayley.  But  not  in  that  section.  I  am  referring  particularly 
to  the  royalty  values  in  the  Lake  Superior  region. 

The  Chairman.  Are  the  ores  any  more  valuable  in  one  section 
than  another  if  they  have  the  same  content  of  metal  ? 

Mr.  Gayley.  They  were  at  that  time. 

The  Chairman.  Are  they  now? 

Mr.  Gayley.  It  depends  upon  where  you  are  going  to  deliver 
those  ores. 

The  Chairman.  Well,  say  to  Pittsburg. 

Mr.  Lindabury.  Freight  conditions,  I  suppose,  would  affect  it. 

The  Chairman.  Those  ores  in  the  Mesabi  region  are  none  of  them, 
or  very  few  of  them,  except  those  that  go  to  Chicago  or  the  lake  ports, 
carried  less  than  a  thousand  miles? 

Mr.  Gayley.  They  are  carried  about  a  thousand  miles  from  the 
Mesabi  Range  to  Pittsburg. 

The  Chairman.  What  would  be  the  cost  of  transporting  a  ton  of 
freight  from  Cuba  to  Pittsburg? 
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Mr.  LiNOABURY.  You  mean  a  t<»i  of  ore? 

Tke  Chaihman'.  A  ton  of  ore. 
*Mr.  LiNDABUBY.  Not  other  frdght? 

The  Chairman..  No. 

Mr.  LiHDABURT.  To  Pittsburg? 

The  Chairman.  Yes;  to  Pittsburff. 

Mr.  Gatley.  I  do  not  loiow  exactfy  the  freight  rates,  but  I  should 
say  approximately  about  $3.25  a  ton. 

The  Chairman.  Including  or  excluding  the  tariff  duty  ? 

Mr.  Gaylby«  Excluding  it. 

The  Caaisman.  What  does  it  cost  to  tr^nflport  a  ton  of  ore  from 
the  MesaU  region  to  Pittsburg  t 

Mr.  GAYiiBY.  About  $2«25. 

Mr.  LiNDABURY.  Does  the  evidence  show — ^Z  do  not  recollect — 
whether  they  do  transport  ore  from  Cuba  to  Pittsburg? 

The  Chairman.  The  duty  prevents  it. 

Mr.  LiNDABURY.  Well,  1  mean  there  is  no  evidence  tiiat  they 
actually  do? 

The  Chairman.  No. 

Mr.  liiNDAftURY.  I  did  not  reeall  it. 

The  Chairman.  What  is  the  duty  on  a  ton  of  Cuban  ore  now,  in 
briquets  ? 

Mr.  Gaylby.  The  duty  on  all  ores  is  the  same. 

The  Chairman.  Whether  it  is  partly  manufactured  or  not — no 
matter  what  its  physical  condition  is  ? 

Mr.  Gayuby.  Yes ;  irrespective  of  its  physieal  condition. 

The  Chairman.  What  is  that  du^? 

Mr.  Gayley.  It  is  20  cents,  I  think. 

Mr.  Young.  Twelve  cents ;  15  cents  with  20  per  cent  off — 12  cents. 

The  Chairman.  It  was  25  at  one  time. 

Mr.  BABTLErr.  It  was  40  at  one  time. 

Mr.  Young.  No;  it  never  was  25.  It  went  down  from  40  to  82 
under  the  Cuban  duty;  then  the  last  tariff  bill  reduced  it  to  15 
with  20  per  cent  off,  which  leaves  it  at  12.  I  think  Mr.  Gayley  is  off 
on  his  figures  on  the  freight  rate  from  Cuba. 

Mr.  LiNDABURY.  I  think  he  did  not  claim  to  know  definitely, 
did  he? 

Mr.  Young.  No  ;  he  did  not  say  definitely. 

Mr.  Gaylsy.  There  is  no  freight  rate  estaUished  from  Cuba  to 
Pittsburg. 

The  Chairman.  That  is  just  an  estimate;  I  understood  that. 

Mr.  LiNDABURY.  There,  you  see,  he  has  no  information  at  all,  if 
there  is  no  freight  rate  established.  It  is  a  pure  guess,  is  it  not  ?  I 
do  not  mind  even  his  guessing,  if  it  appears  as  a  guess ;  that  is  all.  I 
hate  to  see  something  go  down  as  evidence  whicn  really  is  not;  that 
is  all. 

The  Chairman.  I  assume  that  whether  freight  is  shipped  there  or 
not,  a  man  of  Mr.  Gajley's  vast  experience  in  transportation  mat- 
ters could  form  a  fair  estimate.  I  never  traveled  from  here  to 
London,  and  I  doubt  if  I  ever  will ;  but  I  could  form  an  estimate  of 
what  it  would  cost  me  to  travel  there.  In  the  same  way,  I  presume, 
he  could  form  an  estimate  in  the  case  of  the  Cuban  rate,  although  he 
had  never  actuayy  shipped  a  ton  of  freight  that  way. 
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One  thing  that  makes  those  ores  valuable  to  you,  Mr.  Gayley,  or 
to  the  United  States  Steel  Corporation,  is  the  facility  for  transport- 
ing them  from  the  mine  to  the  mill,  is  it  notf 

Mr.  Gatley.  Quite  so. 

The  Chairman.  You  have  unusual  facilities,  highly  developed? 

Mr.  Gayley.  Yes. 

The  Chairman.  From  the  day  the  ore  goes  into  the  steam  shovel 
imtU  it  is  dropped  into  the  furnace? 

Mr.  Gayley.  Yes. 

The  Chairman.  Yesterday*  I  said  something  about  the  number  of 
cars  that  are  engine-pulled  from  the  Mesabi  Banfi;e  to  the  lake,  and 
I  assumed  that  possibly  100  of  those  cars  could  be  pulled  by  an 
engine — which  did  seem  an  extravagant  statement.  I  believe  yon 
made  an  estimate  of  how  much  ? 

Mr.  Gayley.  About  30. 

The  Chairman.  What  is  the  tonnage  of  one  of  these  cars? 

Mr.  Gayley.  Fiftjr. 

The  Chairman.  Fifty  tons  ? 

Mr.  Gayley.  Fifty  tona 

The  Chairman.  And  you  think  it  would  be  impossible  for  one  of 
those  engines  to  pull  100  of  those  cars  ? 

Mr.  Gayley.  I  do. 

The  Chairman.  A  great  deal  of  my  information  is  gathered,  of 
course,  from  the  public  prints,  and  thmgs  like  that.  I  want  to  sub- 
mit to  you,  Mr.  Gayleyj  a  statement  of  flie  Duluth  News-Tribune  of 
June  11, 1911.    The  artide  is  headed : 

Haul  1,600  ore  cars  per  day.  Kelly  Lake  reports  show  that  this  Is  what  the 
Great  Northern  Is  doing. 

That  is  not  one  of  your  roads,  I  know. 

Big  Mallet  engines  haul  great  traln&  Less  speedy  but  more  powerful,  they 
are  economical  ore  locomotives. 

HiBBiNQ,  June  12. 

News  from  Kelly  Lake  indicates  that  the  Great  Northern  yards  at  that  point 
are  still  keeping  up  their  lead  with  regard  to  the  amount  of  ore  being  loaded 
and  shipped  daUy.  The  average  runs  about  1,600  cars  a  day  loaded  and  about 
the  same  number  shipped. 

That  is  from  Kelly  Lake.    That  is  just  one  mine,  is  it  not — one 
station? 
Mr.  Gaylbt.  I  do  not  know.    I  do  not  know  that  station. 
The  Chairman  (reading) : 

The  chief  shippers  are  the  Dale,  the  Leonard,  the  Mahoning,  the  Stevenson« 
and  the  Hill. 

Those  are  mines  up  there  in  the  Mesabi  region? 

Mr.  Gayley.  Yes. 

The  Chairman  (reading) : 

The  cars  running  from  250  to  150  per  diem  for  each  of  these  mines.  Many 
of  the  smaller  properties  are  sending  out  all  the  way  from  a  dozen  cars  to  a 
hundred  a  day. 

The  big  Mallet  engines  that  were  put  on  this  run  late  in  the  fall  last  year 
are  proving  able  to  do  what  was  expected  of  them,  and  haul  a  train  of  125 
loaded  cars  each  without  any  trouble.  These  big  engines  are  not  quite  as 
speedy  as  the  older  type  of  ore  locomotive,  but  taking  into  consideration  the 
much  heavier  loads  that  they  will  haul,  they  are  proving  economical.  They 
are  capable  of  hauling  a  train  of  200  cars  empty  very  readily. 

No  great  change  has  so  far  been  made  in  the  amount  of  ore  being  handled 
over  the  Hibblng-Duluth  line  of  the  Duluth,  Missabe  &  Northern  road,  one 
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train  of  56  cars  being  sent  out  from  here  and  about  8  a  day  oyer  the 
Chisholm  branch.  The  new  Coleraine  branch  is  sending  out  14  trains  a  day, 
thus  supplying  a  good  share  of  the  demand  that  has  in  the  past  been  drawn 
from  this  district 

Do  you  think  that  is  a  probable  story  ? 

Mr.  Gaylxy.  It  does  not  state  where  it  hauls  those  trains  to.  It 
does  not  state  that  they  are  hauled  to  the  dock. 

The  Chairman.  Where  would  it  probably  haul  them? 

Mr.  Gaymcy.  Probably  to  ^me  assembling  yard.  There  are  lots 
of  them  on  the  railroad.  Moreover,  that  describes  a  certain  type 
of  engine  owned  by  one  road.  It  is  not  the  engine  in  general  use 
on  the  other  roads,  as  I  know  them  and  have  seen  them  in  use  durinir 
my  visits.  * 

The  Chairman.  I  am  not  contradicting  your  statement,  but  I  am 
calling  your  attention  to  this  fact :  It  has  been  some  years  since  you 
were  there? 

Mr.  Gayley.  Yes. 

The  Chairman.  I  am  calling  your  attention  to  the  improved 
facilities  for  handling  the  freight  since  you  were  there  and  the  unim- 
proved reduction  in  freight  rate.  As  I  say,  it  is  not  said  for  the 
purpose  of  contradicting  the  witness,  but  for  the  purpose  of  calling 
his  attention  to  the  condition  that  exists  at  present  if  that  statement 
is  true. 

Mr.  Gayley.  That  describes v one  locomotive  only;  does  it  not? 

The  CHApMAN.  Yes ;  that  is  on  the  Great  Northern.  I  wish  to  call 
your  attention  to  this  fact :  The  Great  Northern  seems  to  have  supe- 
rior facilities  for  handling  freight  to  the  roads  owned  by  the  United 
States  Steel  Corporation,  if  this  be  true. 

Mr.  Gayley.  If  it  was  equipped  with  all  those  engines,  yes. 

The  Chairman.  I  notice  that  from  Kelly  Lake  the  rate  per  ton- 
mile — I  quote  now  from  a  sheet  of  the  Interstate  Commerce  Com- 
mission— ^is  seven  and  thirty-five  one-hundredths  mills,  or  seveui 
hundred  and  thirty-five  one-thousandths  of  a  cent. 

Mr.  Young.  From  Kellv  Lake  to  where? 

The  Chairman.  To  Duluth;  and  from  Kelly  Lake — ^which  does 
not  amount  to  anything;  there  are  no  docks  there — ^to  Two  Harbors, 
or  to  the  AUouez  docks,  it  is  eighty- four  one-hundredths  of  a  cent. 

Mr.  BsAiiL.  Per  mile? 

Mr.  Young.  Does  it  show  the  length  of  the  haul? 

The  Chairman.  Yes. 

Mr.  Young.  What  is  it? 

The  Chairman.  One  hundred  and  nine  and  four-tenths  miles.  I 
notice  that  the  haul  over  the  D.  &  I.  R. — ^is  that  one  of  your  roads? 

Mr.  Gayley.  That  is  one  of  the  corporation's  roads. 

Mr.  Bartlett.  That  is  the  Duluth  &  Iron  Range. 

The  Chairman.  The  rate  from,  say,  Tower  Junction,  a  distance  of 
96  mUes,  to  the  lake,  is  $1.30. 

Mr.   louNG.  The  rate  is  only  $1. 

The  Chairman.  It  is  four  mills  or  four-tenths  of  a  cent  per  ton 
mile  higher  over  the  D.  &  I.  R — that  is  what? 

Mr.  Gayley.  The  Duluth  &  Iron  Range. 

The  Chairman  (continuing).  Than  over  the  Great  Northern. 
How  do  you  account  for  that? 

Mr.  Gayley.  I  do  not  know. 
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Mr.  LiKDABURT.  That  would  seem  to  show  a  desirable  nonuni- 
formity, 

Mr.  Young.  That  can  not  be  right,  Mr.  Chairman,  bdoft'md  ^bm  rate 
from  Tower  is  only  90  cents. 

The  Chairman.  Then  the  Interstate  C<Mnmerce  Coaunisdion  is 
wrong,  because  here  it  is  in  black  and  white.  I  have  here  the  table 
of  the  Interstate  Commerce  Commission. 

Mr.  YouNQ.  If  their  distance  is  right.  96  miles 

The  Chairman.  Here  is  a  memoranaum  from  Mr.  Gayley,  and  I 
will  file  tiie  sheet 

Mr.  YouNQ.  What  does  it  say  that  is  the  rate  on^rel 

The  Chairman.  Ore. 

Mr.  LiNDABURY.  Mr.  Gayley  tells  me  it  is  90  cents^ 

Mr.  YouNO.  It  is  90  cents  from  Tower;  it  has  been  for  years.  I 
know  that  as  well  as  I  know  the  rate  on  a  street-car  line. 

The  Chairman.  The  rate  is  90  cents  from  Tower  Junction — that 
is,  to  Duluth. 

Mr.  Young.  Certainly. 

The  Chairman.  Now,  is  it  not  true  that  you  make  a  lower  rate  to 
Duluth  than  you  do  to  Two  Harbors? 

Mr.  Gaylet.  I  do  not  understand;  there  is  no  ore  that  goes  to 
Duluth  over  the  Iron  Range  Road. 

The  Chairman.  Exactly;  but  there  is  a  rate  of  90  cents,  which 
has  fooled  my  good  friend  Young,  on  ore  to  Duluth,  when  they  do  not 
send  any  ore  U>  Duluth.  The  ore  goes  to  Two  Harbors^  and  Tpur 
rate  is  90  cents  to  Duluth,  but  it  is  1.3  cents  per  ton-mile  to  Two 
Harbors  while  it  is  onl^  .935  cent  to  Duluth. 

Mr.  Young.  Mr.  Chairman,  I  wish  to  say  that  I  have  been  at  Two 
Harbors  too  many  times  to  believe  that  they  ship  the  ore  via  Duluth. 

The  Chairman.  Of  course,  they  do  not;  but  they  make  a  lower 
rate  to  Duluth  than  to  Two  Harbors,  when  they  do  not  ship  any  ore 
to  Duluth.  I  will  show  you  the  rate.  Here  is  Tower  Junction ;  the 
rate  is  90  and  the  miles  96.  Here  is  the  number  of  cents  per 
ton-mile — ^.935 ;  rate,  90 ;  Two  Harbors ;  distance  69  miles ;  cents  per 
ton-mile,  $1.80.  Is  that  correct  t  In  other  words,  you  make  a  rate 
on  ore  to  a  place  you  never  ship  it  to  which  is  much  lower  than  the 

glace  to  which  you  do  ship  it — not  you,  but  the  United  States  Steel 
lorporation. 

Mr.  Gaylet.  I  am  quite  certain  of  it. 

The  CHAiRBfAN.'That  is  the  startling  statement  that  appears  on 
the  face  of  the  reports  of  the  Interstate  Commerce  Commission. 

Mr.  Gatley.  Tnere  are  no  docks  in  Duluth,  and  they  could  not 
ship  any  ore  if  they  wanted  to. 

The  Chairman.  Yes ;  and  I  can  not  understand  why  they  publish 
that  rate  on  ore,  which  is  a  much  more  reasonable  rate  than  in  fact 
they  charge. 

Mr.  Gaylet.  I  do  not  understand  it. 

The  Chairman.  I  do  not  understand  it,  myself. 

Mr.  Young.  There  is  another  thing  about  that,  Mr.  Chairman: 
There  is  nobody  that  ships  any  ore  over  that  road  except  the  United 
States  Steel  Corporation. 

The  Chairman.  Yes;  and  the  innocent  Interstate  Commerce  Com- 
mission pick  that  up  and  see  the  rate  to  Duhith,  and  they  say,  "  That 
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'Will  stand ;  no  use  fooling  with  that ; "  and  they  forgot  to  dig  down 
and  dis  up  the  real  rate  that  is  charged. 

Mr.  Gayuby.  There  is  no  ore  dipped  over  that  road  except  the  ore 
of  the  United  States  Steel  Corporation — I  mean  from  Tower  Junc- 
ticm  to  Two  Harbors. 

The  Chairmak.  I  have  here  a  note  to  the  effect  that  the  D.  I.  R. 
has  no  ore  docks  at  Duluth,  but  quote  a  lower  rate,  which,  however, 
is  never  used,  as  no  ore  is  shipped  to  Duluth. 

Mr.  Gaylet.  There  is  no  ore  shipped  on  that  road. 

The  Chairman.  I  just  happened  to  see  Tower  Junction.  Take  an- 
other place.    Do  the  independents  ship  from  a  place  called  Virginia  ? 

Mr.  Gaylby.  Thev  do. 

The  Chairmaic.  The  rate  from  Virginia  is  80  cents? 

Mr.  Gayley.  Eighty  cents. 

The  Chahiman.  It  is  a  distance  of  97  miles,  about,  is  it  not,  from 
Duluth? 

Mr.  Gayley.  I  have  not  the  distance  to  Virginia. 

Mr.  I^kdabhry.  Were  you  giving  some  testimony,  Mr.  Gaylej[? 

Mr.  Gayxey.  No;  he  asked  me  for  the  distance  irom  Virginia  to 
Duluth.    I  say  that  I  have  not  that  distance. 

The  CHAmMAir.  The  Interstate  Commerce  Commission  ^ves  that 
as  the  distance.  I  have  here  calculated  the  rate  per  ton-mile.  Tliis 
is  my  figuring.  At  least,  I  did  not  do  it;  an  en^neer  did  it.  It 
is  a  mere  matter  of  figures.  The  rate  from  Virginia  to  Duluth  is 
0.93  cent  per  t<Mi-mile. 

Now,  from  Vir^nia  to  Two  HarbcMrs,  where  you  did  ship  ore,  is  a 
distance  of  70  miles,  is  it  not? 

Mr.  Ga Yijnr.  I  have  not  the  distance  from  Virginia  to  Two  Harbors. 

The  CHAmMAN.  And  the  rate  given  is  1.14  eents.  Mr.  Guyley,  the 
United  States  Steel  Corporation  runs  from  Virginia  to  Duluth,  does 
it  not  ? 

Mr.  Gayusy.  That  is  one  branch. 

The  Chairman.  One  branch ;  but  you  have  a  continuous  line  from 
Vir«nia  to  Duluth  running  by  Two  Harbors  to  Duluth? 

Mr.  Gayuby.  No;. the  Duiuth,  Missabe  &  Northern  Railway? 

The  Chairman.  The  Duluth,  Missabe  &  Northern  Railway. 

Mr.  Gayuby.  Pardon  me,  are  you  speaking  of  the  Duluth,  Missabe 
&  Northern  or  the  Duluth  &  Iron  Range  ? 

The  Chairman.  The  Duluth  &  Iron  Range.  The  Dulu^  &  Iron 
Range  runs  via  Two  Harbors  to  Duluth  ? 

Mr.  Gayuby.  It  does  not  bring  ore  from  Virginia  to  Two  Harbors. 
That  ore  goes  over  the  Duluth,  Missabe  &  Northern.  I  think  at 
rare  intervals,  when  there  is  some  lack  of  accommodations  on  the 
Sfiseabe  &  Northern,  the  ore  may  be  diverted  around  to  Two  Harbors. 

The  Chairman.  But  what  I  am  asking  now  is,  there  is  a  railroad, 
a  line  of  railroad,  which  starts  at  Virginia  and  runs  to  Two  Harbors 
and  from  Two  Harbors  to  Duluth  ? 

Mr.  Gayusy.  Yes.  • 

The  Chairman.  If  that  is  the  case,  can  you  tell  me  why  the  rate 
from  Virginia  to  Two  Harbors  should  be  1.14  cents  per  ton-mile, 
while  the  rate  to  Duluth  is  0.93  cent.    Is  there  any  reason  for  that? 

Mr.  Gayley.  There  is  no  difference  as  far  as  shipments  or  rates 
o,  between  Virginia  and  Tower ;  I  mean,  it  is  the  same  proposition. 
"  ey  all  go  to  Two  Harbors,  and  there  is  no  convenience  tor  ship- 
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ments  by  the  Iron  Range,  whether  they  come  from  Tower  or  Virginia, 
at  Duluth. 

The  Chairman.  You  do  not  catch  my  question. 

Mr.  LiNDABURY.  I  thought  he  did,  Mr.  Chairman. 

The  Chairman.  Maybe  I  did  not  get  your  answer.  You  run  tram 
here  [indicating],  to  the  lake.  Here  is  Two  Harbors  and  here  is 
Duluth  [indicating].    That  is  about  right,  is  it  not? 

Mr.  Gayley.  Just  the  reverse. 

The  Chairman.  The  reverse?  It  does  not  make  any  difference. 
Now,  a  rate  is  quoted  from  Virginia  to  Two  Harbors. 

The  Chairman.  Can  you  tell  me  any  reason  why  the  rate  should 
be  different,  why  there  should  be  that  aifference  in  the  rates  between 
the  cars  going  over  the  same  line  between  Virginia  and  Two  Harbors. 
and  going  from  Virginia  to  Two  Harbors  and  thence  to  Duluth  i 

Mr.  LiNDABURY.  He  answered  that — ^that  it  does  not  go  over  that 
road. 

Mr.  GayiaEY.  Yes. 

Mr.  LiNDABURY.  I  hope  you  will  get  it  right,  that  the  quoted  rate 
is  not  over  this  route ;  it  is  to  Two  Harbors  over  another  road. 

The  Chairman.  I  beg  your  pardon;  the  Interstate  Commerce  Com- 
mission quotes  a  rate  that  way,  knd  he  says  there  is  such  a  road.  Now, 
is  it  possible  for  a  train  of  cars  to  start  at  Vir^nia  and  go  to  Two 
Harbors  and  thence  to  Duluth  without  ever  getting  off  of  me  rails  of 
the  Duluth  &  Iron  Bange? 

Mr.  Gayley.  Yes.  -^ 

The  Chairman.  There  is  a  road  running  in  that  direction? 

Mr.  Gayiby.  Yes;  there  is. 

The  Chairman.  The  Interstate  Commerce  Commission  quotes  a 
rate  over  that  identical  road,  and  it  quotes  one  rate  to  Duluth  and 
another  rate  to  Two  Harbors.  Can  you  tell  me  why  that  difference 
exists? 

Mr.  Gayley.  I  can  not. 

Mr.  YouNO.  Mr.  Gayley,  has-  the  Iron  Kange  got  any  ore  docks  at 
Duluth  ? 

Mr.  LiNDABURY.  Mr.  Chairman,  may  I  ask,  are  the  rates  that  you 
are  reading  from  rates  published  by  me  Interstate  Commerce  Com- 
mission? 

The  Chairman.  Yes. 

Mr.  LiNDABURY.  And  therefore  approved  by  them? 

The  Chairman.  Yes. 

Mr.  LiNDABURY.  The  Supreme  Court  held  in  the  Louisiana  cases, 
I  believe  it  was 

Mr.  Bartlett.  No;  in  the  Alabama  case. 

Mr.  LiNDABURY  (continuing).  That  rates  fixed  bv  the  Interstate 
Commerce  Commission  could  not  even  be  reviewed  oy  the  Supreme 
Court. 

The  Chairman.  I  understand.  The  Interstate  Commerce  Com- 
mission has  the  right,  of  course,  to  fix  a  rate  or  to  establish  a  rate  or 
publish  a  rate,  but  it  often  publishes  rates  that  exist.  The  Inter- 
state Commerce  Commission  is,  in  a  way,  in  the  same  position  as  a 
grand  jury.  A  grand  jury  mi^ht  meet  and  fail  to  indict.  That 
would  not  necessarily  indicate  the  guilt  or  innocence  of  some  per- 
son whose  case  was  not  brought  before  the  grand  jury. 
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Mr.  LiNDABURT.  No ;  but  the  Supreme  Court  said  that  they  must 
be  conclusively  presumed  to  be  reasonable  rates  in  all  other  jurisdic- 
tions. 

The  Chaibman.  Prima  facie. 

Mr.  LiNDABUBY.  No ;  not  prima  facie,  but  conclusively. 

The  Chairman.  I  hope  tne  gentleman  will  not  argue  that  when 
any  rate  is  published  by  the  Interstate  Commerce  Commission  it 
can  not  be  reviewed  by  the  Congress  and  reviewed  by  that  commis- 
sion. 

Mr.  LiNDABURT.  Yes;  that  is  what  I  contend. 

I  am  advised  that  this  matter  has  not  been  reviewed  by  the  Inter- 
state Commerce  Commission,  because  there  has  been  no  complaint, 
and  thev  have  never  investi^ted  the  rate.  There  are  nearly  300,000 
miles  of  railroad  in  the  United  States,  and  it  is  impossible  for  the 
Interstate  Commerce  Commission  to  fix  a  rate  for  each  mile  of  road. 
When  anv  complaint  is  made  to  the  Interstate  Commerce  Commis- 
sion, it  often  reviews  that  rate  and  lowers  it  or  raises  it,  as  the  case 
may  be.  Now,  this  is  one  of  the  rates  which  has  never  come  under  the 
review  of  the  Interstate  Commerce  Commission. 

Mr.  Young.  Mr.  Chairman,  will  you  permit  me  to  aek  a  question 
here,  toget  things  straight  in  my  own  mind ? 

The  Uhairman.  Certainly. 

Mr.  Young.  Mr.  Gayley,  does  the  Duluth  &  Iron  Range  Railroad 
have  any  ore  docks  in  Duluth  ? 

Mr.  Gatlet.  It  does  not 

Mr.  Young.  Have  they  any  at  Superior? 

Mr.  GAYiiBy.  They  have  not. 

Mr.  Young.  Have  they  any  docks  anywhere  else  except  at  Two 
Harbors? 

Mr.  Gayley.  They  have  not. 

Mr.  Young.  So  that  it  is  impossible  for  them  to  ship  and  deliver 
to  vessels  on  the  lake  or  at  any  point  except  Two  Harbors? 

Mr.  Gayley.  On  their  road. 

Mr.  Young.  On  their  road,  and  the  other  ores  from  the  Mesabi 
Range,  from  Virginia,  and  like  points,  go  over  the  Missabe  Road? 

Mr.  Gayley.  That  is,  of  the  ores  of  the  corporation  ? 

Mr.  Young.  Yes. 

Mr.  Gayley.  Yes. 

Mr.  Young.  They  go  over  that  road  or  the  Hill  road ;  there  is  no 
other  way  out  to  get  to  Duluth,  is  there  ? 

Mr.  Gayley.  No,  sir. 

Mr.  Lindabury.  Would  you  mind  my  asking  if  this  rate  to  Two 
Harbors  includes  dock  charges  there? 

Mr.  Young.  Of  course  it  does,  on  all  the  roads. 

Mr.  Lindabury.  Of  course,  there  can  be  no  dock  charges  at  Duluth, 
therefore,  because  there  are  no  docks.  I  would  like  to  have  that 
appear  on  the  record,  if  you  do  not  mind  asking  it. 

Mr.  Young.  Very  well.  Does  this  rate  of  90  cents  include  dock 
charges  at  Two  Harbors? 

Mr.  Lindabury.  More  than  that.  I  thought  it  was  1.3  to  Two 
Harbors^  according  to  what  the  chairman  says. 

Mr.  Young.  Yes ;  but  it  is  a  90-cent  rate,  all  the  same. 

The  Chairman.  To  Duluth. 

Mr.  Young.  A  90-cent  rate  to  Two  Harbors,  I  think. 
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Mr.  LllUDABtlHT.  No. 

Mr.  YouKQ.  I  think  that  is  right. 

Mr.  LiNDABURY.  The  chairman  made  it  a  dollar. 

Mr.  Young.  The  distance  is  shorter,  so  that  if  it  is  a  90-oeiit  rate 
to  Two  Harbors  and  to  Duluth,  and  the  distance  to  Two  Harbon 
is  shorter,  of  course  the  rate  per  ton-mile  would  be  higher.  That 
is  the  way  he  gets  it. 

Mr.  LiNDABURY.  I  see  now.    I  did  not  comprehend  before. 

The  Chairman.  The  Great  Northern,  witn  these  tremendous  en* 
gines  that  carry  125  cars  at  a  time,  has  a  line  from  Virginia  to  Two 
Harbors,  has  it  not? 

Mr.  Gatlby.  It  has  not. 

The  CHAimiAN.  Has  it  a  line  fr6tn  Yii^nift  to  AUoness  Dock  f 

Mr.  Gaylbt.  It  has  a  connection  in  Virginia  City,  and  the  dodc  is 
the  Allouez  Bay  Dock. 

The  Chairman.  That  is  on  Lake  Superior  f 

Mr.  Gaylby.  Yes. 

The  Chairman.  How  far  is  it  from  Allouez  ? 

Mr.  Gaylby.  I  presume  25  miles. 

The  Chairman.  So  that  they  practically  reach  the  lake  at  the 
same  point,  from  a  railroad  standpoint?  Theii^  is  no  difference  in 
the  cost  of  sending  a  cargo  to  Allouez  for  Two  Harbors ;  that  is  across 
the  lake  ? 

Mr.  Gaylby.  No  ;  a  vessel  ought  to  be,  from  either  port,  the  same ; 
from  either  dock  the  same. 

The  Chairman.  Now,  I  find  that  the  rate  per  t<m-mile  oyer  the 
Great  Northern  is  0.815  cent,  or  8.15  mills,  and  that  the  rate  over  the 
Duluth  &  Iron  Range  to  the  same  lake,  at  a  point  25  miles  distsnt, 
is  1.14  mills.  How  do  you  account  for  that  difference  of  rate  per 
ton-mile,  from  the  same  point  to  the  same  point,  by  two  different 
railroads? 

Mr.  Gaylby.  The  rate  is  the  same  for  both  roads.  There  are 
various  mining  camps  on  the  Mesabi  Range,  some  a  greater  and 
some  a  less  distance  from  the  dock.  It  is  the  same  rate  to  all  for  ore. 
If  you  take  a  far-distant  point  the  rate  per  ton-mile  is  less.  If 
you  take  a  far-distant  line  it  is  less.  You  are  comparing  in  this  case 
a  longer  distance  over  the  Great  Northern  for  the  same  rate,  as 
against  a  shorter  distance  on  the  Missabe  Northern.  There  can  be 
any  number  of  comparisons  made  between  those  several  roads  by 
taking  the  tonnage  or  taking  the  distance  from  the  docks  of  the 
various  mining  camps  which  all  have  a  uniform  rate.  It  means  a 
greater  or  less  divisor  into  the  same  rate. 

The  Chairbian.  But  the  fact  remains  to  which  I  am  calling  your 
attention — ^that  while  one  road  may  be  a  little  more  circuitous  than 
the  other  and  may  have  a  few  miles  more  to  haul,  you  have  two  roads 
starting  from  the  same  point  and  going  to  the  same  point,  practi- 
cally, with  this  difference  in  freight  rate,  a  difference  or  29  mills  per 
ton-mile. 

Now,  those  cars  are  loaded  in  the  same  way,  practically,  are  they 
not,  and  they  are  emptied  in  the  same  way  ? 

Mr.  Gayley.  They  are. 

The  Chairman.  The  only  difference  between  the  Great  Northern 
and  the  Duluth  &  Iron  Range  is  that  it  is  a  little  shorter  line ;  is  that 
all  ?    It  takes  a  little  longer  to  haul  ? 
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Mr.  Oatlet.  Yon  say  the  Duluth  &  Iron  Range  to  Two  Harbors  ? 

The  Chairman.  Ib  a  little  shorter? 

Mr.  GATI.ET.  Yes;  a  little  shorter  than  to  Alloiiez  Bay. 

The  Chairmak.  Where  theve  is  a  dilferenoe  of  15  or  90  or  SO  miles, 
18  not  that  a  matter  of  small  importance,  comparatively,  in  railroad 
parlance,  where  you  have  the  same  terminal  faoilities  at  both  ends  ? 

Mr.  Oatlet.  1  think  you  misiinderstood  me  when  I  said  those 
docbs  were  86  or  80  miles  apart. 

The  Ghaibman.  I  know  they  are.  One  of  those  is  186  miles  and 
the  other  one  is  97  miles. 

Mr.  Gatlet.  Yes. 

The  Chairman.  A  difference  of  88  miles.  Do  you  brieve  that  a 
difference  of  88  miles  would  account  for  a  difference  in  rate  of  prac- 
tically five-tenths  of  a  cent  per  ton-mile  f  That  is  a  pretty  good 
rate  for  haulingfreight  of  itself. 

Mr.  GATLEr.  They  nave  a  uniform  rate  for  all  the  mines,  no  matter 
where  they  are  located.  You  can  make  a  oom]>arison  with  the  Iron 
Ran^  as  against  the  Great  Northern  at  that  point  or  at  another  con- 
nectmff  point,  at  large,  in  the  other  way.  There  is  one  uniform  rate 
to  all  flie  miners  of  ore  on  that  range,  no  matter  to  what  dock  they  go. 

The  Chairman.  And  those  roads  are  owned  by  different  people  t 

Mr.  Gatlef.  They  are  owned  by  different  people ;  the  Great  North- 
em  and  the  Iron  Range  and  the  Missabe. 

mie  Chairman.  They  are  owned  by  different  ooncemst 

Mr.  Gatlet.  Thev  are. 

The  Chairman.  And  yet  there  is  between  them  an  absolute  under- 
standing by  which  they  charge  the  same  rate  per  ton-mile  f 

Mr.  Oatlxt.  I  do  not  know  that  there  is  any  understanding  be- 
tween them ;  I  only  know  that  they  charse  the  same  rate  per  ton-mile. 

The  Chaibman.  Is  not  that  a  mnarkable  ooineidenee,  if  there  is 
no  understanding  f 

Mr.  Gatlet.  I  do  not  think  so.  Other  roads  had  the  rate  in  use, 
and  if  a  new  road  was  built  and  connected,  it  adopted  the  rate  already 
in  existmce,  which  it  could  do  without  any  agreement. 

Mr.  YoDNO.  Ifr.  €rayley,  did  you  ever  know  of  two  railroads  run- 
ning between  the  same  points,  the  same  terminals,  that  had  different 
rates? 

Mr.  Gatlet.  I  never  did. 

Mr.  LiNDABURT.  From  the  beginning  of  the  world. 

Mr.  Young.  It  is  true  that  two  roads  running  between  the  same 
points  make  the  same  charge  for  the  entire  haul  and  not  the  same 
rate  per  ton-mile? 

Mr.  Gatlet.  They  make  the  same  charge. 

The  Chairman.  For  the  entire  haul? 

Mr.  Gaylbt.  For  deliveiy  from  one  point  to  another — from  one 
terminal  to  another. 

The  Chairman.  That  is  the  usual  rule. 

Mr.  Young.  That  is  the  rule  here. 

The  Chairman.  No;  I  beg  your  pardon. 

Mr.  Young.  What  is  it? 

The  Chairman.  A  ton  of  ore  is  loaded  at  Virginia. 

Mr.  Young.  Yes. 

The  Chairman.  And  it  goes  to  Two  Harbor?. 

Mr.  Young.  At  the  cost  of  90  cents. 
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The  Chairman.  It  costs  at  Virginia  1.14  cents. 

Mr.  Young.  No,  no ;  how  much  did  it  cost  for  the  ton ;  not  how 
much  per  ton-mile? 

The  Chairman.  I  am  speaking  about  the  ton-mile. 

Mr.  Young.  The  ton-mile  is  different  in  every  one  of  those  cases. 

The  Chairman.  That  is  what  I  wanted  to  get  him  to  explain. 

Mr.  Young.  The  total  rate  is  the  same. 

Mr.  Gayley.  And  so  do  these  roads;  and  no  doubt  more  than  the 
trunk  lines  of  the  East.  I  refer  particulary  to  the  Iron  Ran^e  Road, 
which,  I  think,  has  CTeater  hardships  to  overcome  in  that  directicm 
than  the  Missabe  &  Northern. 

The  Chairman.  So  far  as  the  Duluth  &  Jron  Range  Road  follows 
the  general  contour  of  the  surface  of  the  earth,  and  fails  to  overcome 
these  difficulties  by  grading  and  cuts,  to  just  that  extent  it  cheapens 
the  cost  of  its  construction,  does  it  not? 

Mr.  GAYI4BY.  Naturally.  It  is  better  to  have  grades  than  to  put 
everything  on  an  absolute  level. 

The  Chairman.  The  nearer  your  road  follows  the  level,  the 
cheaper  its  construction,  is  what  I  mean? 

Mr.  GayIiEy.  The  nearer  it  follows 

The  Chairman.  The  contour  of  the  earth  ? 

Mr.  Gayi-by.  Yes;  naturally. 

The  Chairman.  Do  you  Imow  how  many  tons  a  day  are  trans- 
ported over  the  Duluth  &  Iron  Range  and  me  Missabe  &  Northern! 

Mr.  Gayley.  I  can  not  tell  you  what  the  average  is  per  day.  The 
Missabe  &  Northern  ships  approximately  13,000,000  tons  in  about 
seven  months. 

Mr.  Bartistt.  Just  one  minute.  You  have  been  asked  about  the 
number  of  cars  being  hauled  in  a  trainload  of  ore.  You  said  50 
tons  to  a  car,  and  Mr.  Stanley  asked  you  about  100  cars  in  a  train. 
Did  you  say  that? 

Mr.  LiNDABURY.  He  did  not  assent  to  it. 

Mr.  Bartlett.  I  want  to  find  out  what  he  said. 

Mr.  Gayley.  Personally,  I  did  not  know  about  it. 

Mr.  Bartlett.  Those  cars  are  about  36  feet  long,  are  they  not! 

Mr.  Gayley.  About  that. 

Mr.  Bartlett.  And  100  cars  would  be  about  2,600  yards,  would 
it  not? 

Mr.  Gayley.  One  hundred  cars  would  be 

Mr.  Barti^btt.  Three  thousand  six  hundred  feet? 

Mr.  Gayley.  Three  thousand  six  hundred  feet. 

Mr.  Young.  About  two  thirds  of  a  mile. 

Mr.  LiNDABURY.  The  estimate  of  the  witness  was  30  cars,  as  what 
should  be  hauled. 

Mr.  Bartlett.  Yes ;  but  I  wanted  to  get  those  particulars. 

Mr.  LiNDABURY.  If  they  had  100  cars  in  a  train,  it  would  be  two- 
thirds  of  a  mile  in  length,  if  the  cars  were  36  feet  long.  He  said  that 
was  the  length  of  a  car,  about. 

Mr.  Bartlett.  You  say  you  think  they  carry  about  50  cars  to  the 
train ;  is  that  what  I  understand  you  to  say  ? 

Mr.  Gayley.  No;  my  estimate  was  of  about  30,  or  perhaps  35 
cars.  I  can  only  speak  of  my  recollection  when  I  was  identified 
with  that  business. 

Mr.  Bartlett.  If  a  train  was  two-thirds  of  a  mile  long,  carrying 
60  tons  to  the  car,  it  would  be  a  pretty  heavy  train? 
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Mr.  LiNDABURT.  Yes. 

Mr.  BAmiiETT.  And  do  you  generally  haul  a  train  like  that  from 
Duluth  to  the  mines  ?    Can  that  be  done  ? 

Mr.  LiNDABURT.  They  generaUy  use  a  single  engine. 

Mr.  Gayley.  a  single  engine  on  all  the  trains  I  have  ever  seen. 

The  Chairman.  Your  steamers  go  to  Conneaut,  Ohio,  do  they  not? 

Mr.  Gayley.  The  steamers  of  the  United  States  Steel  Corporation 
go  to  various  lake  ports,  and  Conneaut  is  one  of  them. 

The  Chairman.  Excuse  me  for  saying  "  your  steamers."  I  mean 
the  steamers  of  the  corporation.  X  lorget,  sometimes,  that  Mr. 
Gayley  is  not  any  longer  connected  with  the  corporation.  There  is 
the  line  of  the  W.  S.  B.,  running  from  Conneaut  harbor  to  Clair- 
ton,  Pa.? 

Mr.  Gayley.  The  Bessemer  &  Lake  Erie  goes  down  there. 

The  Chairman.  Then  I  have  another  road  here,  the  Pittsburgh 
&  Lake  Erie. 

Mr.  Gayley.  That  is  the  Pittsburgh  &  Lake  Erie. 

The  Chairman.  And  then  there  is  the  W.  S.  B. 

Mr.  Gayley.  I  do  not  know  that  road. 

The  Chairman.  Very  well.  The  distance  is  96  miles  from  Con- 
neaut Harbor  to  Clairton  ? 

Mr.  Gayley.  To  Clairton? 

The  Chairman.  And  the  rate  per  ton  is  5.9  mills,  or  fifty-nine 
hundredths  of  a  cent,  over  this  W.  S.  B. 

Mr.  Gayley.  To  Clairton  ? 

The  Chairman.  Yes. 

Mr.  Gayley.  There  must  be  some  mistake. 

The  Chairman.  No  ;  this  is  per  ton-mile. 

Mr.  Gayuby.  There  must  be  some  mistake  in  that  distance. 

The  Chairman.  I  think  not.  Well,  I  have  here  these  figures 
which  are  deductions  drawn  from  the  tables  of  the  Interstate  Uom- 
merce  Commission.  No;  that  is  my  mistake.  The  distance  is  158.6 
mUes. 

Mr.  Gayley.  Yes. 

The  Chairman.  You  know  nothing  about  that  road  ? 

Mr.  Gayley.  What  road  is  that } 

The  Chairman.  The  W.  S.  B.  ? 

Mr.  Gayley.  I  do  not. 

The  Chairman.  Do  you  know  the  Pittsburg  &  Lake  Erie? 

Mr.  Gayusy.  Yes. 

The  Chairman.  How  does  that  road  compare  in  construction  and 
operation  with  the  Duluth  &  Iron  Mountain  f 

Mr.  Gayley.  Well,  they  are  both  good  roads. 

The  Chairman.  The  rate  per  ton-mile  from  Bessemer  over  the 
Pittsburg  &  Lake  Erie  .from  Conneaut  Harbor  to  Bessemer  is  6.25  * 
mills. 

Mr.  Gayley.  There  is  some  mistake  there.  The  Pittsburg  &  Lake 
Erie  Road  does  not  run  into  Conneaut  Harbor. 

The  Chairman.  This  is  given  to  me  here,  from  Conneaut  Harbor^ 
Ohio,  to  Bessemer,  Pa.  ' 

Mr.  Gayi^y.  The  Pittsburg,  Bessemer  &  Lake  Erie  runs  there. 

The  Chairman.  Probably  that  is  the  road,  but  it  is  marked  here 
as  the  Pittsburg  &  Lake  Erie. 

Mr.  Gayley.  It  is  a  different  road. 
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The  Chairman.  Here  is  the  Pittsburg  &  Lake  Erie  again^  and  the 
Bessemer  A  Lake  Erie.  They  are  b^  marked  the  same  thing, 
running  from  Conneaut  Harbor  to  Rankin.  Do  you  know  about 
such  a  road  as  that? 

Mr.  Gatlbt.  TYiat  is  the  same  road. 

The  Chaibman.  How  does  that  road  c<»npare  with  Che  Duluth  A 
Iron  Mountain  I 

Mr.  Gatuby.  H  is  the  same  kind  of  a  road ;  it  is  an  ore  road  piin- 
oiwilly. 

The  Chaibkak.  An  oce  road;  the  same  kind  of  road? 

Mr.  Gayxj&t.  Yes. 

The  Chaixman.  The  rate  over  the  Duluth  &  Iron  Mountain  is 
1.S  cents.  The  rate  over  this  road  is  0.61  cents  per  ton-mile.  How 
do  you  account  for  that  difierence  ? 

Mr.  Gatutt.  I  do  not  know  anything  as  to  that.  I  will  not  vouch 
as  to  the  correctness  of  any  calculations  there. 

The  Chaibkan.  That  is  as  it  was  given  to  me. 

Mr.  Gayivey.  But  there  is  a  difference  in  the  service.  The  Beasemer 
A  Lake  Erie  Road  hooks  onto  a  trainload  of  cars  and  carries  tb&ok 
to  the  works  and  leaves  them ;  but,  as  I  have  already  explained,  these 
Minnesota  roads  hold  the  ore  from  the  mines  in  stock  pile,  accord- 
mg  to  ite  grades,  and  deUver  it  to  the  docks,  into  the  v«»b.  They 
do  an  extra  service. 

Mr.  LiNDABURY.  As  to  these  statementsJC  would  like  to  know  fran 
the  chairman  as  to  their  authenticity.    Who  prepared  themt 

The  Chaibman.  These  statements  are  copied  from  the  riieets  fur- 
nished me  by  the  Interstate  Commerce  Ckmimission,  with  the  addi- 
tion of  the  calculations  of  the  rate  per  ton*mile  by  an  engineer. 

Mr.  LiNDABURY.  What  engineer,  if  I  may  a^  tne  chairananf 

The  GHAjBifAK.  Ife  is  a  skilled  enguieer. 

Mr.  LiKDABtTBY.  Well,  I  know,  but  if  we  may  know — — 

The  Chaibmak.  He  was  a  mathonatician.  It  is  just  like  adding 
2  and  2  to  make  4.  If  the  calculations  are  incorrect,  they  can  be  qor- 
rected. 

Mr.  Lindabuby.  But  if  one  knows  who  has  done  a  bit  of  scicDtifie 
work  he  is  often  willing  to  accept  it  without  verification. 

The  Chairman.  It  was  done  by  a  man  who  was  tor  a  long  time  in 
the  employ  of  the  Carnegie  Steel  Co.  and  the  United  States  Steel 
Corporation.    I  prefer  not  to  name  him. 

Mr.  LiNDABtjBY.  We  could  judge  him  better  by  himseif  than  by 
his  employer. 

The  Chairman.  I  do  not  think  that  is  a  matter  that  is  material. 
You  have  there  the  distances.  AH  these  figures  are  from  the  Inter- 
state Commerce  Commission  on  these  sheets  [indicating].  All  that 
this  man  has  done  is  simply  to  make  calculations  from  those  figures. 
It  is  just  like  the  Interstate  Commerce  Commission  had  given  rae  a 
column  of  figures  and  I  had  gotten  somebody  to  add  tiiem  up.  It  is 
a  mere  matter  of  calculation. 

Mr.  Lindabuby.  It  is  in  as  a  matter  of  testimony,  and  the  chair- 
man has  not  verified  it.  I  think  we  are  entitled  to  know  the  Hamea 
of  witnesses  of  all  kinds. 

The  Chaibman.  This  is  an  emplo}^ee  of  mine,  whom  I  have  em- 
'ed  to  make  those  calculations.    I  do  not  think  it  is  material  who 
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Mr.  LiNDABUR Y.  I  see.    So  that  it  is  your  work  ? 

The  Chairman.  Yes;  I  vouch  for  it,  and  I  think  the  calculations 
are  correct ;  and  if  they  are  not,  it  is  easy  enough  for  you  to  correct 
them,  because  the  rate  per  ton-mile  is  calculated  from  the  figures 
given  by  the  Interstate  Commerce  Commission.  They  give  the  dis- 
tances and  the  rates  charged.  They  give  the  length  ot  the  haul  in 
each  case,  the  number  of  miles,  and  the  rate  charged. 

Mr.  LiNDABURT.  May  I  ask,  Mr.  Chairman,  if  this  is  the  work  of 
Mr.  Tindall? 

The  Chairman.  It  is  the  work  of  quite  a  smart  man. 

Mr.  LiNDABURY.  May  I  ask  if  it  is  the  work  of  Mr.  Tindall  f 

The  Chairman.  Oh,  certainly;  certainly. 

Mr.  LiNDABURY*  I  may  not  ask  you  ? 

The  Chairman.  This  need  not  be  put  in  the  record. 

(The  chairman  here  exhibited  the  sheets  referred  to  to  Mr.  Lindli- 
bury  and  Mr.  Gay  ley  and  further  explained  them.) 

Mr.  Gayley.  It  is  a  mere  matter  of  division* 

The  Chairman.  A  mere  mattter  of  division.  He  may  have  done 
it  correctly,  or  he  may  not.    If  it  is  incorrect,  it  shows  on  its  face. 

Mr.  LiNDABiTRY.  It  is  unproven. 

The  Chairman.  Well,  it  is  my  calculation;  I  made  the  calcula- 
tion, with  the  assistance 

Afr.  Danforth.  If  you  want  to  have  it  in  the  minutes,  Mr.  Chair- 
man, why  not  say  by  whom  the  calculation  was  made  ? 

The  Chairman.  This  calculation  I  made,  with  such  expert  assist- 
ance as  I  could  get,  because  I  am  not  up  on  complicated  mathematics; 
but  it  is  a  mere  matter  of  mathematical  calculation ;  that  is  all. 

Mr.  LiNDABURY.  May  I  ask  if  the  chairman  has  himself  verified  a 
single  calculation  on  that  paper? 

The  Chairman.  If  the  calculation  is  incorrect,  you  can  verify  it* 

Mr.  LiNDABURY.  Has  the  chairman  himself  verified  a  single  calcu- 
lation on  that  paper? 

The  Chairman.  As  far  as  the  chairman  is  capable  of  it. 

Mr.  LiNDABURY.  The  chairman  has  had  some  one  do  it  whose  name 
he  refuses  to  divulge? 

The  Chairman.  Absolutely. 

Mr.  LiNDABURY.  So  that  it  is  to  go  in  as  hearsay  evidence,  without 
even  the  author's  name  bein^  given  ? 

The  Chairman.  I  will  asK  Mr.  Gayley  this.  I  think  you  under- 
stand it,  Mr.  Gayley,  because  you  are  a  skilled  mathematician.  It 
is  easy  enough  to  verify  it  from  the  paper?  If  the  man  has  made  any 
mistake  in  uie  calculations  from  the  figures  of  the  Interstate  Com- 
merce Commission,  it  is  easy  enough  to  verify  them  from  the  paper? 

Mr.  LiNDABURY.  I  object  to  that  question  and  ask.  the  witness  not 
to  answer  that.  He  has  not  inspected  that  in  any  way  that  would 
enable  him  to  give  an  intelligent  answer. 

The  Chairman.  I  will  ask  the  witness  to  inspect  the  paper  and 
answer  the  question. 

Mr.  LiNDABURY.  I  do  not  think  the  witness  is  called  upon  to 
answer  that. 

The  Chairman.  I  think  he  is,  and  I  ask  him  to  do  that. 

Mr.  Gayley.  I  do  not  understand  the  question.  • 
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The  Chaibman.  If  there  is  any  mistake  made  in  calculating  the 
fate  per  ton-mile  from  the  figures  of  the  Interstate  Commission,  it 
voula  appear  by  a  verification  of  those  figures,  would  it  not! 

Mr.  LiNDABURY.  I  object  to  that  being  answered.    It  does  seem  to 

jne,  in  all  fairness,  Mr.  Chairman,  that  if  the  committee  thinks  it 

desirable  to  Iiave  mathematical  calculations  made,  they  ought  to 

prove  them  in  the  usual  way,  by  at  least  calling  the  one  who  made 

.  them,  and  letting  him  say  that  they  are  accurately  made. 

The  Chairmak.  In  all  candor,  it  does  not  concern  you,  gentlemoi, 
whom  I  have  employed  as  my  office  boy  or  my  clerk,  nor  who  made 
these  figures.  It  is  a  mere  matter  of  detail  and  of  calculation.  If 
the  gentleman  wishes  it,  I  will  put  some  engineer  on  the  stand  and 
have  those  figures  verified ;  but  I  have  before  me  a  skilled  engineer, 
who  thoroughly  understands  the  method  by  which  these  figures  were 
calculated  and  who  knows  very  well  whether  he  is  being  done  an 
injustice  or  not,  and  he  is  malang  no  protest,  and  will  make  none, 
because  he  knows  too  much  about  this  business  to  make  it. 

Mr.  Young.  May  I  inquire  whether  the  chairman  has  had  the  cal- 
culations made  as  to  the  rates  per  ton-mile  on  the  roads  feeding  the 
Michigan  ranges,  the  Duluth  &  South  Shore,  and  the  Chicago  & 
Northwestern,  and  so  forth? 

The  Chairman.  I  do  not  know  how  many  I  have  had.  It  shows 
on  that  sheet,  but  I  can  not  carry  it.  in  my  head. 

Mr.  Young.  And  if  the  chairman  has  not,  will  he  have  them  made? 

The  Chairman.  If  you  desire. 

Mr.  Young.  I  would  like  to  have  them  in,  if  we  are  to  have  this 
matter  of  the  rate  per  ton-mile. 

The  Chairman.  What  I  wish  to  ask,  Mr.  Gaylev,  is  this :  You  un- 
derstand that  the  rate  per  ton-mile  is  calculated  tliere  by  an  expert, 
say,  by  the  chairman,  who  is  fallible  and  may  make  mistakes.  If 
there  is  a  mistake  in  the  rate  per  ton-mile  can  it  not  be  discovered  by 
any  mathematician  capable  of  making  such  a  calculation  from  the 
figures  of  the  Interstate  Commerce  Commission,  just  as  a  column  of 
figures  can  be  verified  where  the  mathematician  does  nothing  but  put 
down  the  sum  total  of  all  the  figures  ? 

Mr.  LiNDABURY.  I  object  to  that  question  and  advise  the  witness 
not  to  answer. 

The  Chairman.  He  may  answer.    The  objection  is  overruled. 

Mr.  LiNDABURY.  I  think  it  is  a  question  he  can  not  give  an  intelli- 
gent answer  to. 

Mr.  Gayley.  I  can  only  say  with  reference  to  the  question,  gen- 
erally, Mr.  Chairman,  that  any  error  in  any  calculation  can  be  cor- 
rected by  a  careful  examination  of  the  figures,  and  so  can  these. 

The  Chairman.  What  I  am  asking  you  is  this:  If  the  other  figures, 
if  the  figures  given  by  the  Interstate  Commerce  Commission  are  cor- 
rect, is  it  or  not  easy  to  verify  the  correctness  of  the  deductions  drawn 
as  to  the  rate  per  ton-mile  from  the  figures  given  bv  the  Interstate 
Commerce  Commission,  if  there  are  any  such  errors? 

Mr.  Gayley.  I  do  not  understand  the  question. 

Mr.  Bartlett.  May  I  ask  a  question,  to  see  if  I  understand?  Do 
you  understand  what  Mr.  Stanley  wants? 

Mr.  Gayley.  The  only  thing  1  get.  Judge  Bartlett,  as  to  what  he 
wants  is,  if  these  calculations  are  not  correct,  can  somebody  go  over 
ihem  and  make  them  correct. 
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Mr.  Bastlett.  You  understand  that  that  can  be  done  ? 

Mr.  Ga YLBY.  What  is  that  ? 

•Mr.  Babtlett.  Taking  the  facts  and  statements  made  there,  and 
the  figures  upon  which  they  are  based,  if  they  are  incorrect,  it  can  bo 
ascertained  and  corrected?  •  Are  you  willing  to  say  that? 

Mr.  Gatlby,  Yes. 

Mr.  Babtlett.  That  is  all  you  have  said  ? 

Mr.  Gatley.  Yes. 

Mr.  Bartlett.  You  know  nothing  about  the  correctness! 

Mr.  Gaylby.  I  know  nothing  about  the  correctness. 

Mr.  Babtlett.  And  the  figures  upon  .which  the  calculation  is 
based? 

Mr.  Gayley.  I  have  no  doubt  in  the  world  but  what  the  correctness 
can  be  ascertained  by  a  thorough  examination  of  the  data  and  an 
investigation  of  the  calculations  made. 

Mr.  Babtlett.  Exactly. 

Mr.  LiKDABUBY.  Now,  the  point  I  want  to  submit  to  the  committee 
is  that  no  burden  like  that  ought  ever  to  be  put  upon  any  parties  in- 
terested in  an  inquiry  or  investigation.  Of  course,  whenever  any  cal- 
culation is  put  in,  in  any  proceeding,  if  time  enough  is  put  upon  it. 
it  can  be  verified  and  errors  corrected ;  but  the  laws  everywhere  ana 
courts  everywhere  put  the  burden  upon  the  person  who  offers  a  cal- 
culation to  put  in  prima  facie  evidence  as  to  its  accuracy,  and  he  is 
not  allowed  to  put  in  anything  and  say,  ^^  If  it  is  not  right,  you  find 
it  ouf 

The  Chaibman.  I  have  stated  here  to  the  witness  evidence  to  show, 
from  a  paper,  that  there  were  16,000  cars  hauled  daily  over  the  Great 
Northern,  and  the  witness  stated  that  those  cars  contained  how  many 
tons,  Mr.  Gayley  ? 

Mr.  Gayley.  Fifty  tons. 

The  Chaibman.  Fifty  tons? 

Mr.  Gayley.  Yes. 

The  Chaibman.  If  the  statement  of  the  number  of  cars  and  the 
number  of  tons  they  carry  is  admitted,  the  total  of  the  number  of 
tons  hauled  by  all  the  cars  is  merely  a  matter  of  calculation,  which 
calculation  could  be  made  by  the  witness  or  could  be  made  by  the 
chairman,  or  by  anybody  else.  Now,  suppose  I  ask  Mr.  Bartlett 
to  make  me  that  calculation;  that  is  not  a  matter  of  importance. 
The  data  upon  which  that  rate  per  ton-mile  is  fixed  are  given  by  the 
Interstate  Commerce  Commission,  as  I  understand  it;  are  they  not, 
Mr.  Gayley  ? 

Mr.  Gayley.  I  believe  so. 

The  Chaibman.  Yes.  The  ascertaining  of  the  rate  per  ton-mile 
is  a  mere  matter  of  calculation,  is  it  not  ? 

Mr.  Gayley.  That  is  a  calculation. 

The  Chaibman.  From  the  data  given  ? 

Mr.  Gayley.  From  the  rate  and  the  mileage  traveled. 

The  Chaibman.  That  is  all;  and  it  does  not  matter  who  made  that 
calculation;  it  is  like  the  mere  addition  of  a  column  of  fi^ires.  If 
the  statements  made  by  the  Interstate  Commerce  Commission  are 
correct,  then  this  calculation  is  easily  verified.  If  it  is  incorrect,  it 
can  be  established  very  easily,  admitting  the  truth  of  the  statements 
of  the  Interstate  Commerce  Commission. 
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Mr,  Young.  Mr.  Chairman,  there  is  one  question  I  would  like  to 
ask.  These  tables  are  stated  to  be  copies  of  reports  made  by  .the 
Interstate  Commerce  Commission  with  some  additional  figures.  Has 
the  chairman  himself  compared  these  with  the  statements  made  by 
the  Interstate  Commerce  Commission,  to  know  that  they  are  correct? 

The  Chairman.  Practically ;  yes.  I  have  compared  them  the  best 
I  could.  If  you  want  to  know,  I  gave  the  Interstate  Commerce  Com- 
mission sheets  to  my  employees  m  my  office  and  told  them  to  copy 
them.  I  did  not  take  each  figure  ana  number.  These  are  copies  of 
the  sheets  of  the  Interstate  Commerce  Commission,  made  in  my  office 
by  people  who  are  in  the  habit  of  copying  correctly,  and  verified  by 
them.  I  am  not  going  into  the  detail  of  copying  every  sheet  and 
seeing  that  they  are  correctly  copied. 

Mr.  Young.  Nobody  would  expect  the  chairman  to  do  that,  but  it 
seems  to  me— he  has  given  us  how  they  were  made 

The  Chairman.  Those  were  made  by  B.  J.  Hunter,  my  secretary — 
those  copies. 

Mr.  LiNDABURY.  You  do  not  mean  that  the  calculations  were  made 
by  him? 

The  Chairman.  No,  sir. 

Mr.  LiNDABURT.  The  fellow  who  made  the  calculations  is  the  <Mie 
I  would  like  to  know  about. 

The  Chairman.  I  shall  not  employ  anybody  that  I  do  not  think  is 
entirely  capable  and  honorable  and  honest  in  every  way;  but  right 
in  the  beginning  will  say  to  the  ^ntleman  that  it  does  not  concern 
the  United  States  Steel  Corporation  whom  I  employ,  or  what  they 
do,  so  long  as  they  do  nothing  wrong  and  so  long  as  they  do  not  state 
anything  as  a  fact  which  is  not  a  fact.  In  other  words,  it  dpes  not 
matter  who  my  adding  machines  are ;  if  there  are  mistakes  made,  they 
can  be  verified. 

Mr.  LiNDABURY.  It  might,  if  you  would  produce  the  machine  and 
let  a  few  of  us  work  on  it.  There  are  no  references  here  to  the  pages 
of  the  Interstate  Commerce  report.  Why  do  you  not  give  these  to 
us  until  the  next  session,  and  then  we  can  have  this  matter  verified, 
and  it  will  not  go  in  and  be  forgotten. 

The  Chairman.  Here,  I  will  put  these  in.  Let  them  be  copied. 
These  are  sheets  from  the  original  files  of  the  Interstate  C(Hnmeroe 
Commission.    We  will  get  this  settled  right  now. 

(The  original  sheets  referred  to  were  here  examined  by  Mr.  Bart- 
lett  and  Mr.  Lindabury.) 

Mr.  LiNDABURY.  Now,  as  I  understand,  these  are  the  sheets  fur- 
nished by  the  Interstate  Commerce  Commission.  If  those  are  put  in, 
my  objection  is  void. 

The  Ciiair3ian.  Those  are  the  original  sheets. 

Mr.  LiNDABURY.  This  is  not  from  the  Interetate  Commerce  Com- 
mission [indicating  sheets]  ? 

Mr.  Bartlett.  I  understand  that  it  is. 

Mr.  LiNDABURY.  Mr.  Chairman,  did  your  office  make  that  [indi- 
cating] ? 

The  Chairman.  No,  sir;  those  sheets  are  from  the  Interstate  Com- 
merce Commission. 

Mr.  LiNDABURY.  These  are  the  original  sheets  from  the  Interstate 
Commerce  Commission? 
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The  Chairman.  And  one  of  my  own  men  made  a  copy  of  these 
sheets,  so  that  the)r  could  go  back  into  the  files  of  the  commission. 
The  paper  which  1  had  first,  containing  the  rates  per  ton-mile,  is  the 
copy  made  by  my  clerk. 

Mr.  Babtlett.  This  is  the  original  from  the  files  of  the  Interstate 
Commerce  Commission? 

Mr.  LiNDABURY.  If  we  have  all  the  data  that  were  used  for  making 
these  computations,  then  we  can  verify  them. 

The  Chaibman.  You  have  there  all  the  data  used  in  making  the 
computations.  I  have  j)ut  in  no  data  of  any  kind,  shape,  or  descrip- 
tion that  did  not  come  from  the  Interstate  Commerce  Commission. 
It  is  exactly  as  if  the  Interstate  Commerce  Commission  should  give 
me  the  names  of  100  different  rabbits  that  ran  100  different  distances 
and  I  should  get  somebody  to  calculate  for  me  the  rate  of  speed  per 
mile  of  each  rabbit.  The  Interstate  Commerce  Commission  has 
given  the  distance  and  the  rate  for  that  distance,  and  I  have  had  the 
rate  per  ton-mile  calculated  in  each  case,  I  do  not  think  Mr.  Gayley 
would  claim  that  that  was  doing  him  any  injustice. 

Mr.  Lindabuby.  As  I  have  said,  we  are  satisfied  if  the  data  from 
which  the  calculations  were  made  are  put  in.  Then  we  can  verify 
them.   ^ 

The  Chairman.  That  is  all  in. 

Mr.  Bartlett.  I  would  suggest  that  this  paper  which  was  offered 
in  evidence  by  the  chairman  seems  to  be  a  copy  of  this  which  is  said 
to  be  the  original,  except  there  is  added  in  the  copy  made  for  the 
chairman  the  calculation  by  the  expert  of  the  rate  per  ton-mile. 

Mr.  Lindabuby.  I  judge  from  what  has  lately  been  said  that  these 
calculations  of  the  expert  were  first  put  in  pencil  on  the  original  copy 
of  the  Interstate  Commerce  Commission. 

The  Chaibman.  Yes ;  and  if  that  bfe  treason,  make  the  most  of  it. 

Mr.  Lindabuby.  This  is  headed,  "Memorandum  for  Mr.  Gitter- 
man."    Who  is  he? 

The  Chaibman.  I  do  not  know  a  thing  about  that,  except  that 
those  sheets  came  from  the  Interstate  Commerce  Commission  with 
the  memorandum  that  they  must  be  returned.  I  did  not  go  down 
there  to  get  them. 

Mr.  Lindabuby.  Will  these  be  returned  ? 

The  Chaibman.  They  will  be  returned  to  the  Interstate  Commerce 
Commission. 

Mr.  Lindabuby.  This  [indicating  original  sheets]  ? 

The  Chaibman.  Yes,  sir;  that. 

Mr.  Lindabuby.  You  did  not  mark  up  something  that  the  Inter- 
state Commerce  Commission  said  must  be  returned  to  it? 

The  Chaibman.  Yes ;  and  I  am  responsible  to  the  Interstate  Com- 
merce Commission  alone. 

Mr.  Lindabuby.  I  would  not  suppose  you  would  want  to  mark  up 
something  that  was  from  their  files.  That  is  a  surprise  to  me.  There 
is  a  great  deal  more  in  here  than  you  offer? 

The  Chairman.  Yes. 

Mr.  Lindabuby.  Are  you  offering  this  whole  file  ? 

The  Chaibman.  No,  sir;  I  am  just  offering  that  much  of  it. 

ifr.  Lindabuby.  Why  not  offer  the  whole  thing? 

The  Chairman.  Because  it  has  no  relevancy. 

Mr.  Lindabuby.  May  I  look  at  it  and  see? 

The  Chaibman.  Yes,  sir. 
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Mr.  LiNDABURT.  I  do  not  mean  to  express  a  doubt  about  you,  Mr. 
Chairman,  but  I  want  to  see  all  that  the  Interstate  Commerce  Com- 
mission sent  you,  as  you  do  not  want  to  put  in  the  rest  of  it. 

The  Chairman.  The  rest  has  no.  relevancy  to  this.  I  will  show  it 
to  you  after  this  is  over.  It  is  a  lot  of  memoranda  about  one  thing 
and  another,  and  has  nothing  to  do  with  the  case,  like  ^'  the  flowers 
that  bloom  in  the  spring." 

Mr.  LoNDABUBY.  I  am  getting  more  interested  in  it  every  minute. 

The  Chaibman.  Well,!  will  make  you  courious.  I  will  put  in,  so 
that  the  verification  may  be  complete,  this  cOpy  which  I  have  re- 
ferred to,  which  was  made  in  my  office,  containing  the  calculations 
made  for  me  of  the  rates  per  ton-mile.  I  want  to  say  that  I  have 
not  the  slightest  idea  that  anybody  connected  with  this  thing  would 
object ;  it  is  simply  that  I  do  not  concede  the  right  to  attorneys  for 
the  United  States  Steel  Corporation  or  anybody  else  outside  of  this 
committee,  or  the  Federal  Congress,  to  become  curious  as  to  the  em- 
ployees 01  this  committee,  in  so  far  as  they  are  not  on  the  witness 
stand. 

Mr.  Babtlett.  Mr.  Chairman,  I  think  if  we  have  experts  we 
ought 

The  Chairman.  To  put  them  on  the  stand  ? 

Mr.  Babtlett.  Yes ;  and  so  far  as  I  am  concerned,  I  have  no  desire 
to  know  what  experts  we  have. 

Mr.  Beall.  I  think,  Mr.  Chairman,  it  is  very  largely  a  quibble 
about  nothing. 

The  Chaibman.  Absolutely. 

Mr.  Beauu  And  if  those  are  figures  of  the  Interstate  Commerce 
Commission  we  can  verify  them  and  have  them  entered  in  the  record 
in  such  a  way  that  no  possible  suspicion  can  be  cast  on  them. 

The  Chaibman.  That  is  what  I  am  going  to  do. 

Mr.  Beall.  And  it  will  be  better  for  the  committee  and  better  for 
the  record  that  that  proof  be  supplied  and  that  these  figures  go  in 
without  anybody  having  the  right  to  question  their  correctness. 

The  Chaibman.  In  order  that  that  may  be  done,  I  will  file  the 
original  sheets  also  of  the  Interstate  Commerce  Commission. 

Mr.  LiNDABDBY.  Are  you  filing  all  that  you  got  from  the  Interstate 
Commerce  Commission,  or  part  of  them  ? 

The  Chaibman.  All  that  T  introduced  in  evidence;  all  that  touch 
this  matter  and  are  relevant  here. 

Mr.  Lindabuby.  I  saw  one  there  that  I  thought 

The  Chaibman.  Oh,  I  have  stacks  of  papers  from  the  Interstate 
Commerce  Commission. 

Mr.  Lindabuby.  I  saw  one  you  were  detaching  that  you  did  not 
introduce  in  evidence. 

The  Chaibman.  I  did  not  say  anything  about  it. 

Mr.  Lindabuby.  You  have  some  touching  the  Bessemer  road  that 
runs  to  Conneaut,  have  you  not? 

The  Chaibman.  No,  sir.  These  are  the  only  two  sheets  that  I 
quoted  from. 

Mr.  Lindabuby.  Mr.  Chairman,  are  you  about  through  with  this 
witness  ? 

The  Chaibman.  I  think  not.  You  have  taken  up  so  much  time 
on  my  expert  that  you  have  interfered  with  my  progress.  Let  both 
of  these  papers  go  in  the  record. 
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(The  two  orignal  sheets  from  the  files  of  the  Interstate  Commerce 
Commission,  heretofore  referred  to,  are  here  printed  in  full  in  the 
record,  as  follows :) 

[Vemorandum  for  Mr.  Gltterman,  Mar.  26,  1910.] 

Statement  showinff  r9te$  in  cents  per  ton  of  2^JiiO  pounds  on  iron  ore  from  and 

to  points  shown. 


From— 


Ellis,  Minn 

Hibblngr.  Minn.... 
Kelly  Lake.  Minn. 
Mahoning,  Minn . . 
ViiglniA.Minn.... 


To  Duloth,  Minn. 


Rale.;  Miles.  ^^^ 


80 
80 
80 
80 
80 


96.7  ! 
111.6  ' 
109.4  ' 
114.1  I 
135.9 


A 
A 
A 

A 
A 


I.  C.  C.  tariff. 


G.  N.  A2076. 

do 

do 

do 

do 


To  AUoue2  Docks,  Wlv. 


Rate. 


80 
80 
80 
SO 
80 


Miles. 


91 
106.8 

96.2 
108.2 

96.2 


Mini- 
mum. 


A 

A 
A 
A 

A 


I.  C.  C.  tatMf. 


G.  N.  AWW. 

00. 

Do. 
Do. 
Do. 


To  Duluth,  Minn. 


=£» 


To  Two  Harbors  ore  docks,  Minn. 


Prom — 


Rate..  Milefl. 


Ely.Minn 100 

Eveleth,  Mlon ;  -80 

Tower  Junction, Minn.. I  90 

Virginia,  Minn I  80 


I.  C.  C.  tariff.      Rate.;  Miles.  \^}^' 

I  mum. 


D.  &  I.  R.  187...  100 

....do '  80 

....do 90 

....do 80 


To  Duluth,  Minn. 


89 
73 
G9 
70 


6 
B 
B 
B 


I.  C.  0.  tariff. 


D.  &  I.  R.  IM. 
Do. 
Do. 
Do. 


To  Ashland,  Wis. 


From— 


Coleraine.  Minn 
Ereleth,  Minn . . 
Bibbing,  Minn  . 
Virginia,  Minn  . 


Rate.kMiles. 


I 


Mini- 
mum.' 


I.  C.  C.  tariff.     Rate. 


80  I 
80  ' 


85.3 
70.6 


B 
B 


D.M.i&N.  101 
«lo 


136 

135 


Miles. 


162.7 
151.1 


Mini- 
mum. 


C 
C 


I.  C.  C.  tariff. 


G.  N.  A2346. 
Do. 


NOTB. — "A"  minimum  weight  visible  capacity  of  car.  "  B  '*  minimum  weli^t  la 
Bteel  ore  can,  40  gross  tons ;  minimum  weight  in  wooden  ore  cars.  20  gross  tons.  *'  C  '* 
minimum  weight  50,000  pounds,  except  that  on  cars  loaded  to  full  visible  capacity  and 
weighing  leas  than  50,000  pounds,  actual  weight  will  govern. 


\ 


To  Pittsburg.  Pa. 

From— 

Rate  when  ,  R-tPwhAti 

loaded  dl-   ^!^?^5f"    Distances 

1              ' 

Delivering 
line. 

B.  &0.... 
P.AL.E.. 

I.  C.  C.  tariff. 

Cleveland.  Ohio 

A96              B104              165.9 
A96              B104              130. 1 

1 

B.  A  0. 8560 

Ashtabula  Harbor,  Ohio 

L.S.<&M.S.A2485 

The  Bessemer  ft  Lake  Erie  Railroad  Co.  does  not  name  rates  on  Iron  ore  from  Conaeaut; 
Olilo,  to  Pittsburg,  Pa.,  but  only  to  following  points  in  the  Pittsburg  district. 
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Btatement  stiowing  rates  in  cents  per  ton  of  2,240  pounds  on  iron  ore  from  and 

to  points  shown — Ck)ntinued. 


To- 


Bessemer,  Pa... 

Clairton,  Pa 

Cochran,  Pa 

McKeesport.  Pa 

Munball,  Pa 

Rankin,  Pa 


From  Conneaut  Harbor,  Ohio. 


Rate  when 
loaded  di- 
rect from 
Teasels. 


A96 
A96 
A96 
A9r} 
A96 
A96 


Rate  when 

loaded 
from  docks. 


B104 
B104 
B104 
B104 
B104 
B104 


Distances 
in  miles. 


149.6 
168.6 
151.5 
16S.6 
152.6 
163.3 


Delivering  line. 


P.&L.E 

W.8.B 

B.  &  L.  E.— URR 

P.&  L.  E 

B.&L.E.— URR 

P.  &  L.  E.,  B.  &  L.  E.— URR. 


I.  C.  C. 
tartir. 


Minimam  weights,  16  grom  tons  from  Conneaut  Harbor,  Ohio.  Twenty-flye  groas  tons 
from  Cleveland  and  Ashtabula  Harbor,  Ohio,  unless  marked  capacitv  of  car  u  leas.  In 
which  case  the  minimum  weight  will  be  marked  capacity  of  car,  nut  m  no  case  less  than 
16  gross  tons. 

NOTB. — "A"  includes  allowance  of  2  cents  per  nross  ton  to  dock  company  to  coTer 
handling  of  ore  from  rail  of  vessel  to  cars.  ^'  B  '^  includes  allowance  of  10  cents  per 
gross  ton  to  dock  company  to  cover  handling  of  ore  from  vessel  to  dock  and  reloading  on 
cars. 

(The  copy  of  the  two  sheets  from  the  files  of  the  Interstate  Com- 
merce Commission^  containing  the  calculations  referred  to,  of  the 
rates  per  ton-mile  inserted,  made  for  the  chairman,  are  here  printed 
in  full  in  the  record,  as  follows:) 

[Memorandum  for  Mr.  Gltterman,  Mar.  26,  1910.] 

Statement  showing  rates  in  cents  per  ton  of  2^240  pounds  on  iron  ore  from  and  to 

points. 


Rate. 

80 
80 
80 
80 
80 

To  Duluth, 
Miles.    Cents. 

Minn 

Mini- 
mum. 

• 

I.  c.  c. 

tariff. 

Rate. 

To  AUoiiez  Docks,  Wis. 

From— 

Miles. 

1 

I.  c.  c. 

tariff. 

Ellis,  Minn 

96.7 

.  115.5 

109.4 

114.1 

135.9 

0.835 
.72 
.785 
.70 
.59 

A 
A 
A 
A 

A 

GN.A2075 

. .  .do 

...do 

...do 

...do 

80 
80 
80 
80 
80 

91 

0.875         A 

GN.A2756 

Hibbing,  Minn.i .... 
Kelly  Lake.  Minn.i . 

Mahoning.  Minn 

Virginia,  Minn 

106.8  .746  A 
95.2  '      .84    ,       A 

108.2  .745  1  A 
98,2        .815  ,       A 

Do. 
Do. 
Do. 
Do. 

Notes. — ^Maln  shipping  points.  The  G.  N.  R.  does  not  ship  to  Duluth:  their  ore 
docks  are  at  Superior,  Ailouez  docks.  Wis.  The  Minn.,  St.  Paul  &  St.  Marie  R.  R. 
charges  .6  cent  per  ton  per  mile  for  hauling  ore  in  Minnesota. 


To  Duluth,  Minn. 


To  Two  Marbor^  ore  docks,  Minn. 


From— 


Rate.;  Miles. 


I 


Ely.Minn 100 


Evclcth,  Minn.i 

Tower    Junction,  ; 

Minn.» 

Virginia,  Minn.  > 


80 
90 

80 


116 

100 
96 

97 


Cents, 


Mini- 
mum. 


I.e.  C. 
tariff. 


Rate.   Miles. 


0  86 

.80 
.935 

.98 


B 
B 

B 


D.T.  R. 

167. 
. . .  rto  . . . 
.  ..do ... 

, .  .do ... 


100 


80  ' 
90  I 

«o! 


89 

78 

69 

70 


('ents. 


1.12 

1.09 
1.30 

1.14 


Mini- 
mum. 


B 
B 

B 


I.  C.  C. 
tariff. 


D.  T.  R.  166. 

Do. 
Do. 

Do. 


NOTBS. — >  Main  shipping  points  for  both  Independents  and  corporation.  The  D.  ft  I.  R. 
has  no  ore  docks  at  Duluth,  but  quote  a  lower  rate,  never  used,  as  no  ore  Is  shipped  to 
Duluth. 
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statement  show^  rates  in  cents  per  ton  of  2JH0  pounds  on  iron  ore  from  and 

to  points — Oontinued. 


To  Diilntb 

,  Minn. 

To  Ashland,  Wis. 

Prom— 

Rate. 

1  't ' 

Cents. 

Mini- 
mum. 

I.  C.  C. 

tariff. 

Rate. 

Miles. 

Cents. 

Mini- 
mum. 

I.  C.  C. 
tariff. 

Goleraine,  Mlim .. 

80 
80 

7     !*■■ 

86l8 
70.5 

0.94 
1.14 

B 
B 

D.M.N.  100 
do 

Eveleth,  IClnn.i . . . 

Hlbbinir.  Minn.i . . 

186 

162.7 
154.1 

0.886 
.985 

C 
C 

O.N.  A2S46 

Vfr8lnlii.Mfnn.... 

185 

Do. 

*"*•"•••***** 

Nans. — *  One  of  main  shipping  points  for  independents  and  corporation.  A.  Mlnimnm 
weight  yisible,  capacity  of  cars.  B.  Mlnimnm  weight  in  steel  ore  cars,  40  gross  tons. 
Mlmmnm  weight  m  wooden  ore  cars,  20  gross  tons.  C.  Minimum  weight,  50,QiOO  pounds, 
except  that  on  cars  loaded  to  full  yisible  capacity  and  weight  less  tnan  50,000  poonds 
actual  weight  will  govern. 

Feet. 

ATcrage  eleyation  Mesabi  Bangs . ....... ...  1,534 

Arerage  elcTatlon  Duluth  Range 607 

Difference  in  grade  (down  grade) ...... . . 927 

N.  B. — In  86  miles,  a  down  grade  of  (about)  027  feet. 


From— 


Cleveland.  Ohio 

Ashtabula  Harbor,  Ohio. 


I     Rate 

Net  rate      when 
paid  to  ;  loaded 
railroads.,     from 
docks. 


Dis- 
tance 
in  miles. 


Cents 

per  ton 

per 

mile. 


90.94 
•     94 


B104 
B104 


165.9 
130.1 


0.667 
.72 


Delivering  j 
Une. 


B.  &  O..., 
P.&L.E. 


I.  C.  C.  tariff. 


B.  &  O.  8550. 

L.d.&M.8.A2485. 


-*-     T 


The  Bessemer  &  Lake  Erie  Railroad  Co.  does  not  name  rates  on  iron  ore  from  Con- 
neaut,  Ohio,  to  Pittsburg,  Pa.,  but  only  to  following  points  in  the  Pittsburg  district : 


From  Conneaut  Harbor,  Ohio. 


To— 


Rate 

when 

loaded 

direct 

from  vei»- 

sels. 


Bes!«emcr.  Pa 

Clairton.  Pa 

Cochran.  Pa 

McKeesiport,  Pa. 
Munhall,  Pa.... 
Rankin,  Pa 


A 
A 
A 
A 
A 
A 


96 
96 
96 
96 
96 
96 


Rate 
when 
loaded 

from 
dockF. 


B  1(M 
B  1(M 
B  104 
B  104 
B  104 
B  101 


Dls-         ^"** 
tanoeHlnlP«rto" 


149.6 
158.6 
151.5 
153.6 
152.6 
153.3 


0.625 

•  DV 

.62 

,61 

.615 

.61 


Delivering  line. 


P.&L.E 

W.8.B..... 

B.  &  Li,  E.  1/ .  R.  R. .......... 

P.&L.E 

D.  oi  Li.  £.  XJ 4  R.  R  ........... 

P.  AL.  E.-B.&L.E.-U.R.R. 


I.  C.  C. 
tariff. 


liinlmum  weights,  15  gross  tons  from  Conneaut  Harbor.  Ohio.     Twentv.flve  gross  tons 
from  Cleveland  and  Ashtabula  Harbor,  Ohio,  unless  marked  capacity  of  car  is  less,  in ' 
which  case  the  minimum  weight  will  be  marked  capacity  of  car,  l)ut  in  no  case  less  than 
16  gross  tons. 

Nom. — "A"  includes  allowance  of  2  cents  per  gross  ton  to  Dock  Co.  to  cover  handling 
of  ore  from  rail  of  vessel  to  cars.  "  B  "  includes  allowance  of  10  cents  per  gross  ton 
to  Dock  Co,  to  cover  handling  of  ore  from  vessel  to  dock  and  reloading  on  cars. 

The  Chairman.  Mr.  Gayley,  do  you  know  the  amount  of  capital 
invested  by  the  United  States  Steel  Corporation  in  their  Lake  Su- 
perior ore  ranges? 

Mr.  GATucr.  No;  I  do  not. 

The  Chairman.  Do  you  know,  I  mean,  how  much  is  employed  in 
these  various  ranges — put  in  plants? 

Mr.  Gaylbt.  The  amount  of  capital  ? 
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The  Chairman.  Yes. 

Mr.  Gaylby.  No  ;  I  can  not  tell  you. 

The  Chairman.  These  ores  in  the  ranges  are  generally  mined  by 
the  use  of  steam  shovels,  are  they  not? 

Mr.  GATLEr.  In  Michigan  not  at  all. 

The  Chairi^aii.  I  mean  in  the  Mesabi  Ran^f 

Mr.  Gatlet.  On  the  Mesabi  Rai^,  about  78  per  cent. 

The  Chairman.  Seventy-eigbt  per  cent?  Those  steam  shovels  will 
load  about  5,000  tons  an  hour,  will  they  not? 

Mr.  Young.  You  mean  each  shovel? 

The  Chairman.  Each  shovel  loads  5,000  tons  an  hour? 

Mr.  Gaylby.  I  imagine  that  that  is  perhaps  their  rated  capacity. 

The  Chairman.  At  a  cost  of  about  how  much  ? 

Mr.  Gayley.  Five  thousand  tons  an  hour,  did  you  say? 

The  Chairman.  Five  thousand  tons  an  hour. 

Mr.  Gaylet.  One  shovel? 

The  Chairman.  One  shovel. 

Mr.  Gayue?.  No.  The  size  of  the  buckets,  as  I  recollect,  is  about 
6  tons,  and  they  may  make  2  or  3  loads  a  minute.  How  much  would 
that  be  ? 

Mr.  LiNDABURY.  One  thousand  five  hundred  tons. 

Mr.  Gayley.  No ;  3  a  minute  would  be  900  tons. 

The  Chairman.  How  much  is  that  an  hour? 

Mr.  Gayley.  About  a  thousand  tons. 

The  Chairman.  A  thousand  tons  an  hour ;  at  a  cost  of  about  2  cents 
a  ton,  is  it  not,  after  it  is  stripped  ?  • 

Mr.  Gayley.  That  is  very  misleading,  Mr.  Chairman.  If  a  steam 
shovel  had  nothing  to  do  but  to  scoop  up  ore  and  put  it  into  the  cars, 

1  suppose  it  would  cost  more  than  that. 

The  Chairman.  That  is  what  I  am  asking  you. 

Mr.  Gayley.  But  the  steam  shovel  has  got  to  be  moved  along  to 
the  face  of  the  pile.  These  piles  of  ore  have  got  to  be  blasted  and 
loosened  up  with  powder,  which  is  expensive;  the  tracks  have  got  to 
be  shifted  oy  large  gangs  of  men,  who  are  very  often  idle  a  good  part 
of  the  time  waiting  to  shift. 

The  Chairman.  I  understand  that.  I  am  not  now  asking  about 
the  entire  cost.  There  is  the  cost  of  the  stripping  to  be  considered, 
and  after  your  ore  is  stripped  is  what  I  am  getting  at;  it  costs  about 

2  cents  a  ton  to  gouge  this  ore  out  with  a  scoop  shovel  and  drop  it 
into  a  car  ? 

Mr.  Gayley.  I  do  not  think  so. 

The  Chahiman.  What? 

Mr.  Gatlet.  I  do  not  think  that  is  it. 

The  Chairman.  How  much  would  you  say  ? 

Mr.  Gayley.  It  is  not  a  proper  viewpoint  of  cost 

The  Chairman.  I  am  not  estimating  the  total  cost ;  I  am  estimating 
the  cost  of  that  operation. 

Mr.  Gayley.  It  might  work  an  hour  in  that  locality  and  do  it  at 
a  very  low  cost,  if  you  mean  simply  the  operation  of  the  steam  shoyel. 
There  are  large  elements  of  cost  and  expenditures  necessary  for  your 
steam  shovel  to  get  to  that  point  and  do  an  actual  amount  of  work. 

The  Chairman.  I  am  not  denying  that,  and  I  am  not  assuming  that 
that  is  the  entire  cost,  but  what  I  am  getting  at  now  is,  after  you  get 
your  steam  shovel  up  against  the  face  of  the  ore  and  your  car  in  po- 


tTKITED  STATES  ST^^L  ibbfiPOBATIOK.  459 

sition  and  your  steam  up,  and  you  start  that  steam  shovel  up  between 
the  face  of  the  ore  on  this  side  and  the  care  on  that  side,  the  cost  of 
operating  that  shovel  in  such  a  way  as  to  carry  the  ore  from  the  face 
ox  the  range  to  the  car  is  2  cents  per  ton ;  is  that  right? 

Mr.  Gatlet.  Well,  I  can  only  say  that  the  cost  is  low.  What  it  is 
in  cents  I  have  never  seen  estimatea. 

The  Chairman.  How  many  tons  of  ore  can  you  unload  in  an  hour 
after  your  cars  set  to  the  dock? 

Mr.  Gaylby.  I  do  not  know,  Mr.  Chairman. 

The  Chairman.  Approximately? 

Mr.  Gati*et.  I  do  not  Iniow. 

The  Chairman.  Do  they  not  unload  about  10.000  tons  an  hour? 

Mr.  Gatley.  I  can  not  imagine  any  possibility  of  their  doing  any- 
thing like  that. 

The  Chairman.  Well,  that  is  a  mere  surmise.  Have  you  any  idea 
about  how  many  tons  they  unload?  The  cars  go  over  into  the  docks 
and  they  go  over  open  receptacles,  do  they  not,  and  you  turn  a  crank 
Bnd  that  unloads  the  ore? 

Mr.  Gayley.  Not  at  all. 

The  Chairman.  There  are  openings  in  the  bottom  of  the  car? 

Mr,  Gayuey.  There  are  always  a  gang  of  men  on  the  cars  with 
prodding  bars  to  loosen  the  ore  from  around  the  sides  and  send  it 
down  through  the  hopper.  There  are  large  gangs  of  unloaders,  as 
th^  are  called,  at  all  these  docks. 

The  Chairman.  What  is  the  amount  of  capital  employed  in 
handling  iron  ore  and  coal  in  the  docks,  do  you  know  ? 

Mr.  Gayley.  I  am  not  able  to  tell  you. 

The  Chairman.  Do  you  know  the  amount  of  iron  ore  in  sight  on 
the  various  properties  owned  by  the  corporation  on  the  Mesabi 
Sange? 

Mr.  Gaymsy.  I  do  not ;  I  have  no  access  to  those  data. 

The  Chairman.  What  is  the  average  royalty  paid  per  ton  for  the 
ore  now  ? 

Mr.  Gaylby.  Do  you  mean  the  average  royalty  of  all  their  hold- 
ings up  there  in  the  ground  ? 

The  Chairman.  The  holdings  of  the  United  States  Steel  Corpo- 
ration in  the  Mesabi  Range  ? 

Mr.  Gayley.  You  mean  the  average? 

The  Chairman.  Yes ;  the  average  royalty. 

Mr.  Gayley.  The  average  royalty  on  all  their  leases  ? 

The  Chairman.  Yes. 

Mr.  Gayley.  I  am  unable  to  tell  you. 

The  Chairman.  Do  you  know  the  length  of  time  that  these  royal- 
ties run,  on  the  average? 

Mr.  Gayley.  No  ;  1  do  not. 

Mr.  Young.  Mr.  Lindabury  has  promised  to  furnish  us  all  that 
information. 

The  Chairman.  Yes.  What  is  the  average  output  per  ton  per 
man  per  day  on  all  of  these  ranges  ? 

Mr.  Gayley.  I  am  unable  to  tell  you. 

The  Chairman.  How  many  men  are  employed  on  one  of  these 
steam  shovels? 

Mr.  Gayley.  On  the  shovel  directly? 

The  Chairman.  Yes. 
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Mr.  Gaymsy.  I  think  two. 

The  Chairman.  What  is  the  average  amount  of  ore  taken  out  by 
a  shovel  and  crew  of  men,  in  tons,  per  day  of  10  hours  ? 

Mr.  Gayley.  That  is  very  variable,  depending  on'  circumstanoes 
and  facilities  for  operation.  What  the  average  is  would  have  to  be 
determined  over  a  long  period  of  operation. 

The  Chairman.  Do  you  know  the  cost  per  ton  of  unloading  ore 
from  vessel  to  car  at  docks  at  Conneaut  ? 

Mr.  Gayley.  No;  I  do  not. 

The  Chairman.  These  are  questions  based  upon*  calculations. 
Well,  I  ask  you  if  you  would  take  a  proof  sheet  for  me  and  tell  me 
the  average  cost  of  pig  iron  per  ton,  of  coal  and  coke  and  limestone, 
and  the  like? 

Mr.  Gayley.  I  have  not  those  data. 

The  Chairman.  You  can  furnish  me  that? 

Mr.  LiNDABURY.  What?  Let  us  have  no  mistake  about  those 
things.  I  wish  you  would  ask  for  anything  you  want  in  such  a 
way  that  it  goes  on  the  notes  rather  plainly.  We  will  have  gotten 
up  anything  of  that  kind  that  you  ask  for. 

The  Chairman.  Do  you  know  Mr.  Head,  an  Englishman,  who  has 
written  an  article  on  the  Lake  Superior  iron-ore  mmes? 

Mr.  Gayley.  Jeremiah  Head? 

The  Chairman.  Yes,  sir. 

Mr.  Gayley.  I  have  met  him. 

The  Chairman.  Jeremiah  Head,  an  English  engineer.  Did  you 
«ver  see  his  article  on  the  Lake  Superior  iron-ore  mines? 

Mr.  Gayley.  I  never  have. 

The  Chairman.  He  is  an  authority  as  an  engineer? 

Mr.  Gayley.  I  would  not  consider  him  so.  He  is  an  English  engi- 
neer who  only  occasionally  visits  this  country. 

The  Chairman.  He  has  visited  the  mines  and  made  an  exhaustive 
fltudy? 

Mr.  Gayley.  I  do  not  know. 

The  Chairman.  He  makes  this  statement  in  his  work  on  the  Lake 
Superior  iron-ore  mines : 

The  railway  rate  by  either  route  from  the  Mesabi  Range  to  the  ore  docks,  a 
distance  of  75  miles,  is  three  shillings,  four  pence  per  ton,  or  one-half  pence  per 
ton-mile.  This  is  not  considered  cheap,  and  is  maintainable  only  because  the 
traffic  will  bear  it.  The  grade  being  with  the  load,  the  cost  of  haulage  must  be 
light  and  the  lines  very  profitable. 

Do  you  differ  from  him  in  that  observation  ? 

Mr.  Ltndabury.  I  object  to  that.  It  seems  to  me  that  is  not  a 
question  which  asks  for  a  fact  or  an  opinion  upon  an  expert  question. 

The  Chairman.  I  will  ask  him  if  the  distance  is  75  mues,  as  stated? 

Mr.  Young.  From  the  Mesabi  Range,  on  the  average,  to  the  lake? 

Mr.  Ltndabury.  The  only  point  is  the  rate,  and  it  does  not  seem  to 
me  that  is  one  for  an  expert  opinion.  You  can  tell  as  well  as  any 
engineer. 

The  Chairman.  No  ;  I  can  not. 

Mr.  LiNDABURY.  But  you  can  draw  a  conclusion. 

The  Chairman.  I  will  ask  him  if  he  has  examined  this  book. 

Mr.  Gayley.  I  have  never  seen  it. 

The  Chairman.  Is  it  a  fact  that  he  is  approximately  correct  as  to 
the  distance  and  the  rate  f 
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Mr.  LiNDABURY.  We  have  had  the  distance  exactly  and  we  have 
had  the  rate  exactly  from  others. 

The  Chairman.  I  do  not  carry  it  in  my  mind«  Three  shillings 
and  four  pence  for  an  average  dis&nce  of  75  miles  ? 

Mr.  Gayley.  What  is  that,  reduced  to  American  money  ? 

The  Chairman.  A  little  over  70  cents  jjer  ton. 

Mr.  Gayley.  The  rate  is  80  cents.  He  is  writing  that  for  English- 
men. 

The  Chairman.  I  understand.  I  have  not  been  over  there  and  I 
can  not  give  you  the  information  as  to  their  money.  The  figures  are 
approximately  correct,  whether  or  not  his  conclusions  are  right? 

Mr.  Gayi^y.  I  can  only  state  that  the  rate  is  80  cents  and  that  the 
average  distance  is  much  more  than  75  miles. 

Mr.  Bartlett.  Mr.  Gayley,  as  I  recall  your  testimony  yesterday, 
you  stated  that  ever  since  steel  rails  have  been  made  there  has  been 
a  practical  fraternity  between  the  rail  makers.  What  did  you  mean 
by  that? 

Mr.  Gayley.  I  mean  their  inclination  to  confer  freely  and  openly 
respecting  the  rail  business. 

Mr.  Bartlett.  You  mean  by  that  unusual  intercourse  and  inti- 
mate association  and  exchange  of  opinion.  That  had  reference  also 
to  prices  in  order  to  fix  prices? 

Mr.  Gayley.  As  I  recall^  I  had  in  mind 

Mr.  Bartlett  (interposing).  Ever  since  rails  were  made  there 
has  been  this  practical  iraternity,  that  is  what  you  call  it? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Bartlett.  And  that  was  one  of  the  elements  that  enabled 
you  to  fix  and  maintain  the  price? 

Mr.  Gayley.  I  meant  to  say  that  before  the  days  of  the  Steel  Cor- 
poration, from  the  very  begmning  of  the  making  of  steel,  all  the 
steel  makers  who  were  really  the  pioneers  in  the  iron  and  steel  in- 
dustry were  in  fraternal  accord  ana  sympathy  in  the  manufacture  of 
rails  and  the  owners  more  or  less,  and  that  it  would  be  natural  for 
the  question  of  prices  to  be  taken  up  between  them  as  a  question  of 
manufacture  in  an  effort  to  make  a  good  and  safe  rail  at  a  price 
that  was  considered  fair. 

Mr.  Bartlett.  And  uniform,  and  keep  it  there? 

Mr.  Gayley.  Yes,  sir. 

Mr.  Bartlett.  Does  that  practical  fraternity  continue  to  exist 
among  the  steel  manufacturers  now? 

Mr.  Gayley.  I  think  unquestionably,  and  more  than  ever. 

Mr.  Bartlett.  That  is  all. 

Mr.  LiNDABURY.  May  the  witness  be  excused^  to  come  back  if  the 
committee  so  desires  ? 

Mr.  Young.  I  wish  to  ask  him  one  or  two  (questions  before  he  goes. 

You  were  asked  before  the  adjournment  in  regard  to  what  was 
known  as  the  Carnegie  ironclad  agreement.  I  wish  to  ask  you  if, 
under  the  terms  of  that  agreementj  it  was  not  true  that  any  partner 
who  went  out  of  the  company  received  no  profits  whatever  from  the 
advance  in  value  of  the  property  above  its  cost? 

Mr.  Gayley.  He  got  tne  book  value. 

Mr.  Young.  Then  he  received  no  benefit  from  what  the  property 
had  advanced  in  value  above  what  it  cost? 
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Mr.  Gayley.  He  got  the  book  value.  That,  I  think,  answers  the 
question — the  book  value. 

Mr.  Young.  That  was  the  cost? 

Mr.  Gayley.  Whatever  money  was  put  into  the  works  showed  on 
the  books  of  the  company. 

Mr.  Young.  In  other  words,  that  would  be  the  same  as  though  the 
Government  sold  to  a  farmer  a  farm  at  $1.50  an  acre,  the  Govern- 
ment's price,  and  should  retain  an  agreement  that  at  any  time  when 
the  Govetnment  wished  the  land  back  it  coul^  have  it  by  playing  to 
the  purchaser  the  original  price  and  the  actual  cost  of  any  improve- 
ments put  upon  it  ? 

Mr.  Gayley.  The  actual  money  he  had  put  into  it. 

Mr.  Young.  That  would  be  the  same  kmd  of  an  agreement,  would 
it  not? 

Mr.  Gayley.  That  is  my  understanding  of  the  ironclad  agreement. 

Mr.  Young.  Now,  just  a  word  as  to  royalties.  Were  jrou  familiar 
with  the  royalties  which  existed  in  the  Lake  Superior  region  along  in 
the  early  eighties? 

Mr.  Gayley.  No,  sir;  I  was  not. 

Mr.  Young.  So  the  figures  you  have  given  here  are  for  a  later 
period? 

Mr.  Gayley   A  later  period ;  the  nineties. 

Mr.  Young.  I  have  drawn  many  leases  in  the  early  eighties  in 
which  the  royalties  retained  was  75  cents. 

Mr.  Gayley.  I  do  not  know. 

Mr.  Young.  At  that  period  when  ores  were  high  the  royalties 
were  high  and  it  would  be  a  natural  consequence,  would  it  not,  that 
there  should  be  a  relation  between  the  royarty  and  the  price  that  the 
ore  bore  in  the  market? 

Mr.  Gayley.  Certainl}' ;  because  that  is  an  element  of  cost. 

Mr.  Young.  And  as  the  price  declined  the  royalties  went  down? 

Mr.  Gayley^  The  royalties  would  be  temporarily  reduced  to  the 
miner  on  account  of  the  low  price  of  ore. 

Mr.  Young.  The  times  of  depression.    That  is  all. 

The  CHAiRjfAN.  I  want  to  oflFer  in  evidence  the  minutes  of  the 
board  of  directors  of  the  United  States  Steel  Corporation. 
*  Mr.  Ltndabury.  ^Vhat  part? 

The  Chairman.  The  whole  book. 

Mr.  Lindabury.  May  it  please  the  committee,  I  do  not  under- 
stand that  there  is  any  practice  in  the  courts  or  elsewhere  of  offering 
that  kind  of  evidence.  Books  are  ordinarily  offered  and  attention 
called  to  pages. 

The  Chairman.  That  is  my  only  purpose,  that  they  may  be  con- 
sidered as  all  offered  so  that  we  can  refer  to  them  without  any  fur- 
ther delay. 

Mr.  Lindabury.  Please  understand  my  position.  We  do  not  ob- 
ject to  all  of  the  books  being  offered  in  evidence,  but  we  do  object 
to  their  being  considered  as  evidence,  except  for  the  purpose  of  show- 
ing information  on  pages  named,  and  tnat  we  have  notice  now  or 
later  so  that  we  will  not  be  surprised. 

The  Chairman.  That  is  right. 

Mr.  Bartlett.  The  purpose  of  this  is  to  get  a  modus  vivcndi  with 
reference  to  these  minutes.  The  committee  at  present,  I  understand, 
does  not  biow  what  information  they  want  to  use.    The  committee 
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desires  to  have  the  minutes  put  in  so  as  to  be  accessible  and  in 
order  to  investigate  particular  things  to  which  they  will  call 
attention. 

Mr.  LiNDABUBY.  That  we  do  not  object  to.  We  would  like  to  be 
advised  of  the  pages  or  subjects  or  something  that  the  committee 
may  think  important  so  we  may  be  prepared  if  any  explanation  seems 
to  be  necessary. 

Mr.  Baktlett.  That  is  very  proper.  I  apprehend  that  the  chair- 
man will  do  that. 

Mr.  LiNDABURY.  I  have  no  doubt  of  it. 

Mr.  Bartlett.  In  other  words,  we  might  do  this — ^have  the  min- 
utes put  in  evidence  with  the  understandmg  that  while  here,  or  even 
while  in  the  possession  of  the  company,  we  can  send  or  go  to  the  com- 
pany's office  and  find  out  concemmg  such  matters 

Mr.  LiNDABURT  (interposing).  Certainly. 

Mr.  Bartlett.  The  idea  was  to  have  access  to  the  books. 

Mr.  LiNDABURY.  That  is  all  right. 

The  Chairman.  That  is  the  only  purpose. 

Mr.  LiNDABURY.  I  would  prefer  very  much,  when  they  are  further 
needed  for  examination,  the  committee  send  somebody  to  see  them  at 
the  company's  office. 

Mr.  Bartlett.  That  was  the  purpose  of  putting  them  in  evidence. 

Mr.  LiNDABURY.  There  is  no  objection  to  that. 

Mr.  Bartlett.  The  minutes  are  to  be  put  in  as  a  whole  with  the 
understanding  that  they  shall  be  accessible  to  the  committee  either 
here  or  while  in  the  office  of  the  company  ? 

Mr.  LiNDABtiRY.  To  be  produced  at  the  call  of  the  committee  at  any 
time. 

The  Chairman.  The  books  offered  in  evidence  are  two  volumes  of 
the  minutes  of  the  board  of  directors,  volume  No.  4  and  volume  No. 
2,  running  from  February  25,  1901,  to  May  31,  1911,  and  four  vol- 
umes of  the  meetings^of  the  finance  committee. 

Mr.  Young.  Is  it  your  intention,  Mr.  Lindabury,  provided  the 
testimony  we  secure  does  not  fully  bring  out  the  facts,  to  tender  to 
the  committee  any  witnesses  yourself? 

Mr.  Lindabury.  Yes,  sir.  If  there  are  points  connected  with  this 
matter  which  witnesses  not  called  by  the  committee  can,  as  we  think,' 
throw  light  on,  we  will  suggest  their  names  to  the  committee. 

Mr.  Young.  I  simply  wanted  to  know  what  your  intention  was. 

Mr.  Lindabury.  And  if  it  should  turn  out  that  the  committee  has 
not  called  somebody,  we  will  suggest  their  names  to  the  committee. 

The  Chairman.  Of  course  the  committee  will  exercise  its  discre- 
tion as  to  calling  them. 

Mr.  Lindabury.  I  would  not  expect  the  committee  to  refuse  to  call 
some  one  who  knows  about  the  inquiry. 

The  Chairman.  That  is  a  matter  to  be  determined.  The  coiiiinit- 
tee  will  certainly  consider  suggestions  of  that  kind. 

(The  committee  thereupon  adjourned.) 
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Hie  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  resume  its  session. 
Mr.  Smith,  we  are  ready  for  you  now. 

STATEMEHT  OF  HEBBEBT  KNOX  SHTTH. 

(The  witness  wai  duly  sworn  by  the  chairman.) 

Tlie  Chairican.  Mr.  Smith,  you  are  the  present  Commissioner  of 
Corporations  in  the  Department  of  Commerce  and  Labor? 

Mr.  Smith.  I  am  the  present  Commissioner  of  Corporations  in 
the  Department  of  Commerce  and  Labor,  Mr.  Chahroan. 

The  Chairman.  How  long  has  that  bureau  been  in  operation  ? 

Mr.  Smith.  It  was  created  by  the  law  passed  February  14,  1903, 
which  organized  the  department,  and  the  bureau  itself,  I  think,  was 
organized  and  started  business  on  July  1,  1903.  I  think  that  is 
correct. 

The  Chairman.  Who  was  the  first  Commissioner  of  Corporations? 

Mr.  Smith.  James  Rudolph  Garfield. 

The  Chairman.  And  his  successor? 

Mr.  Smith.  I  succeeded  him. 

The  Chairman.  At  the  time  Mr.  Garfield  was  the  Commissioner 
of  Corporations  who  was  the  Secretary  of  Commerce  and  Labor  ? 

Mr.  Smith.  The  first  Secretary  was  George  Cortelyou^  the  second 
was  Victor  Metcalf  .  I  think  those  were  all  the  Secretaries  that  Mr. 
Garfield  served  under.  The  next  Secretary  was  Mr.  Oscar  Straus. 
My  impression  is  that  Mr.  Garfield  became  Secretary  of  the  Interior 
about  the  same  time  that  Mr.  Straus  became  Secretsory  of  Commerce 
and  Labor,  l^ere  have  been  four  Secretaries.  The  present  Secre* 
tary  is  Mr.  Charles  NageL 

The  Chairman.  Do  you  know  when  the  first  investi^tion  of  the 
affairs  of  the  United  l^tes  Steel  Corporation  was  instituted  by  the 
Bureau  of  Corporations  of  the  Department  oi  Commerce  and  Labor? 

Mr.  Smith.  I  do  not  know  exactly,  Mr.  Chairman,  because  when 
it  was  instituted  I  was  the  deputy  commissioner,  and  I  did  not  have 
anything  to  do  with  it,  but  I  &ow  that  it  must  have  been  as  early  as 
1906.  I  might  add  there  that  our  usual  practice  is  to  ^ther  prelimi- 
nary information  about  a  good  many  industries,  carrying  them  alon^ 
in  a  sort  of  skeleton  way,  and  then  later  on  develop  them.  It  is  hard 
to  say  just  when  we  start  any  particular  investigation. 
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The  Chairman.  Was  there  any  investigation  of  the  affairs  of  the 
United  States  Steel  Corporation  by  the  Department  of  Commeroe 
and  Labor  in  1908  or  19041 

Mr.  Smith.  Not  to  my  knowledg^e.  We  may  have  gathered,  as  I 
say,  incidentally,  some  superficial  information,  but  nothing  tnat  I 
know  about. 

The  Chaibman.  What  is  the  annual  appropriation  carried  for  the 
maintenance  of  this  bureau  ? 

Mr.  Smith.  The  present  appropriation  is  divided  into  two  parts. 
There  is  what  is  called  the  statutory  roll,  where  the  positions  are 
specified  and  which  carries  a  little  over  $79,000.  Then  there  is  what 
is  known  as  the  special  agents'  roll,  and  that  carries  $175,000.  That 
is  the  present  appropriation.  That  is  the  same  amount  that  it  has 
been,  1  think,  for  about  four  years.  It  was  smaller  when  we  first 
started. 

The  Chairman.  And  what  is  the  sum  total  of  the  appropriation? 

Mr.  Smith.  The  sum  total  now  is  a  little  over  $260,000,  I  think. 
I  have  not  the  exact  figures  in  my  mind. 

The  Chaibman.  Is  tnat  sum  usually  expended  ? 

Mr.  Smith.  We  quite  freauently  have  not  expended  all  of  the 
special  agents'  sum,  and  we  nave  turned  back  varying  sums.  The 
reason  for  that  has  been  that  we  have  not  had  the  physical  space  to 
put  the  men  in.  I  would  be  glad  to  employ  more  men,  but  we  have 
not  in  our  building  the  room  to  put  any  more. 

The  Chaibman.  This  report  of  July  1,  1911,  I  notice  is  entitled, 
^  Summary  of  Report  of  the  Commissioner  of  Corporations  on  the 
Steel  Industry." 

Mr.  LiNDABUBY.  I  wonder  if  there  are  any  extra  copies  of  that  re- 
port, in  order  that  I  could  have  one  ? 

Mr.  Smith.  I  have  one  extra  copy  here. 

Mr.  LiNDABUBT.  I  thank  you. 

Mr.  Smith.  That  is  the  press  edition,  simply  printed  on  one  side. 

Mr.  LiNDABXTBT.  This  is  tne  one  I  have  seen. 

The  Chaibman,  I  notice  this  is  entitled,  ^'  Summary  of  Report  of 
the  Commissioner  of  Corporations  on  the  Steel  Industry."  is  this 
a  compend  of  a  report  not  yet  published? 

Mr.  Smith.  Substantially  that;  a  digest  of  a  report  not  yet  pub- 
lished. 

The  Chaibman.  The  whole  report  has  been  digested  and  condensed 
into  this  summary  ! 

Mr.  Smith.  The  whole  part  of  the  report  has  been.  That  is  a  part. 
We  usually  issue  our  reports  inparts,  as  we  get  them  ready,  dividing 
them  b^  important  subjects.  Tnis  organization^  investment,  profits, 
and  position  of  the  United  States  Steei  Corporation  has  been  digested 
into  this  summary.    The  full  text  is  not  ready  for  publication. 

The  Chaibman.  I  would  ask  whether  this  is  a  part  of  a  report,  the 
first  part  of  a  report,  to  be  succeeded  by  others  as  volumes  would  in 
a  complete  work,  or  whether  it  is  in  the  nature  of  a  digest  or  sum- 
mary, as  it  is  called,  of  a  larger  and  more  voluminous  report  con- 
taining the  details  and  statements  of  which  this  contains  the  con- 
clusions? 

Mr.  Smith.  This  is  a  summary — ^not  the  full  text,  but  the  sum- 
mary— of  a  part.  Part  I ;  it  is  not  a  summary  of  the  whole  report. 
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The  Chaibhan.  A  summary  of  the  first  part } 

Mr.  Smith.  Yes ;  a  summary  of  the  first  part. 

The  Chaibmak.  How  many  parts  will  there  be  of  this  report  ? 

Mr.  Smith.  That  is  a  matter  of  discretion  as  to  the  best  method 
of  presentation,  but  my  present  idea  is  there  will  be  three  parts  al- 
together. 

The  Chairman.  This  part  deals  with  the  organization,  I  believe, 
of  the  United  States  Steel  Corporation,  and  the  profits  and  position 
of  the  United  States  Steel  Corporation ! 

Mr.  Smith.  And  the  investment. 

The  Chairman.  The  complete  report  of  which  this  is  a  summary 
when  published  will  contain  the  facts  and  data  at  length  touching 
the  organization,  investment,  profits,  and  position  of  the  United 
States  Steel  Corporation  more  m  detail? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Do  you  know  at  what  time  the  complete  report 
of  which  this  is  a  summary  will  be  given  to  the  President  or  to  Con- 
gress or  to  the  public  ? 

Mr.  Smith.  I  am  always  loath  to  make  any  estimate,  because  I 
have  in  mind  the  last  time  I  made  an  estimate,  when  forced  to  do  so; 
I  guessed  a  year  wron^;  but  my  present  best  guess  is,  barring  acci- 
dents of  sickness  and  things  of  that  sort,  and  unexpected  difficulties 
in  getting  information  and  putting  it  together,  that  it  will  be  ready 
in  about. six  weeks. 

The  Chairman.  In  other  words,  the  only  work  remaining  now  is 
the  arrangement,  compiling,  and  printing  of  the  fuU  report? 

Mr.  Smith.  Yes,  sir^  and  it  has  to  be  somewhat  rewritten.  Most 
of  it  has  been  written  m  tentative  shape,  but  it  has  to  be  revised  by 
my  assistants  and  myself  and  rewritten  somewhat^  and  then,  of 
course,  it  has  to  be  verified  very  carefully.  There  is  an  enormous 
amoimt  of  figures  which  has  to  be  verified,  and  then  printed  and 
verified  again. 

The  Chairman.  You  have  alrea^  drawn  your  conclusions  in  the 
summary? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  You  are  reasonably  certain  of  your  premises,  or 
you  could  not  have  printed  your  conclusions? 

Mr.  Smith.  What  I  mean  by  verification  is  that,  if  course,  we  will 
print  in  the  full  part  a  vast  amount  of  figures  not  in  here,  and  they 
will  have  to  be  verified,  so  as  to  make  sure  that  they  are  correct. 

The  Chairman.  I  notice  on  page  iii  of  your  letter  of  submittal  to 
the  President  that  you  say : 

In  1898  began  an  era  of  great  consolidations,  with  capitalizations  ranging 
from  180,000,000  to  $100,000,000,  usually  mergers  of  many  smaller  companies. 
In  most  of  these,  as  in  the  earlier  price  agreements,  the  ruling  motive  was  the 
removal  of  competition. 

On  page  iv  of  your  letter  of  submittal  to  the  President  you  say : 

Such  efforts  on  the  part  of  these  great  concerns,  in  striving  to  '*  integrate," 
to  make  itself  wholly  independent,  threatened  to  result  in  a  great  and  sudden 
increase  and  duplication  of  the  steel  producing  and  finishing  capacity  of  the 
country,  and  to  involve  them  also  in  an  invasion  of  each  other's  business. 

Thus  there  was  suddenly  revealed  to  the  industry  what  the  trade  press  at 
the  time  calls  "The  impending  struggle  of  the  giants,"  a  "contest  between 
great  concerns,"  and  so  on. 
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Then,  going  into  this  eondition  somewhat  in  detail,  you  say : 

Snch  were  tbe  conditions  in  the  steel  industry  in  1900.  The  spark  that 
lighted  the  train  was  tbe  tlireat  of  the  Gftitiegle  Oo.  to  erect  a  great  tube  plant 
near  Cleveland^  thee  iwradlng  tte  field  of  flnlslied  loaniiftocture. 

There  has  been  considerable  testimony  introduced  before  this  com- 
mittee, and  Mr.  Ghites  testified  at  some  length  that  the  moving 
cattse,  the  controlling  the  prime  motive  in  the  orgamzatioii  of  the 
United  States  Steel  Corporation  was  the  elimination  of  competition 
and  the  steadying  of  prices.  I  see  yon  agree  with  him  in  tliat  con- 
elusion.  Is  that  conclusion  based  upon  facts  and  data  in  the  pos- 
session of  the  Department  of  Commerce  and  Labor!  I  see  no 
figures  ffiven  in  the  report. 

Mr.  Smtth.  The  facts  and  figures  upon  which  that  conclusion  is 
based  will  appear  in  the  full  text  of  the  report,  but,  of  course,  until 
I  am  given  authority  to  issue  that  I  am  unable  to  say  what  those 
are^    I  have  no  authority,  of  course,  to  publish  anything. 

The  Chairman.  I  have  been  advised  in  a  letter  from  Secretary 
Nagel  that  the  President  of  the  United  States  has  no  objection  to 
the  making  public  of  any  data  at  the  disposal  or  in  the  possession  of 
the  Bureau  of  Corporatioiis  touching  the  organization  and  opera- 
tion of  the  United  States  Steel  Corporation! 

Mr.  Skith.  I  do  not  understand  it  exactly  that  way.  If  I  recol- 
lect  

The  Chairman  (interposing).  I  thought  I  had  his  letter. 

Mr.  Smith.  Pernaps  I  had  better  wait. 
^  The  Chairman.  The  reason  I  am  anxious  to  secure  this  informa- 
tion is  that  this  committee,  in  the  nature  of  things,  can  not  sit  as  the 
Bureau  of  Corporations  perpetually. 

Mr.  Smith.  I  coc^atulate  the  committee. 

The  Chairman.  We  have  a  little  amount  of  $25^000  allowed  us^  of 
which  less  than  $4,000  has  been  expended  in  making  this  investiga- 
tion, and  it  has  been  suggested  bv  members  of  the  committee  that  if 
these  facts  so  vital  as  these  are  evidence  upon  which  the  learned  com- 
missioner bases  such  an  unequivocal  expression  of  oi)inion,  they 
would  be  exceedingly  valuable  to  this  committee  at  this  time  and 
save  the  country  a  great  deal  of  trouble  and  the  committee  a  good 
deal  of  expense. 

With  respect  to  giving  out  IxilSonxiatioa  collected  by  it — 

The  Secretary  says  in  his  letter  of  July  12, 19Il — 

the  Burean  of  Gorporatlons  is  compelled  to  observe  two  restrictions.  The  first 
one,  of  course,  is  that  nothing  can  be  done  in  this  direction  without  the  consent 
of  the  President.  This  is  a  provision  of  the  organic  act  creating  the  bureau. 
This  restriction  does  not  stand  in  the  way  in  this  Instance. 

Mr.  Smith.  Yes;  I  am  familiar  with  that  letter,  Mr.  Chairman. 
That  phrase,  as  I  understand  it,  applies  simply  to  the  subject  matter 
of  that  letter.  That  was  a  request  for  certain  data  in  regard  to  steel 
rails;  and,  as  the  Secretory  evidently  intended  it,  that  restriction 
would  not  hare  applied,  but  that  statement  applies  to  notkiag  beyond 
the  subject  matter  of  that  letter. 

The  Chairman.  I  can  readily  understand,  Mr.  Smithy  why  the 
Bureau  of  Corporations,  under  the  organic  act  creating  it  ana  di- 
recting it  to  report  only  to  the  President,  miffht  hesitate  to  state 
whether  or  not  it  has  in  its  possession  the  proof  of  certain  facts,  or 
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documents  indicating  a  certain  condition,  but  when  you  have  given 
t»  the  world  an  unequiToeal  atatanuttt  that  the  remoTal  of  oiMnpati- 
titti,  which  is  Uie  gravamtn  oi  iba  ofienaa  m  ali  vialalioBa  #t  the 
Sbenuun  Antitnut  Act,  was  the  moring  cMMe,  tha  i>nce  cftOBa,  in 
ttie  cceatioB  oi  the  Uaiiied  States  Steel  Cor^mlnMi,  in  ngr  hamUe 
ofunkm.  it  is  dae  not  only  to  the  commiMee  and  to  tfie  meirniirr^  hut 
to  the  Uaitod  States  Sted  Coipomticn  itself,  that  yon  dkoidd  flive 
to  tba  oanmiry  and  to  the  conunittee  the  facta  upon  which  yoa  Ease 
acharge  so  vital  to  the  intaMsta  of  the eountrf  sflnd  toisehi^g in  many 
wajs  so  exceedingly  acuteiy  the  statos  of  the  UmteNl  States  9teel 
Cornecatien  before  Uie  law. 

Mr.  iMSDAmBY.  Are  you  not  inadvertently,  of  eeuBsn,  miaqnotiaig 
the  kttar  of  submittal  t 

The  Cbasbxan.  I  think  not. 

Mr.  laJsuAMUBY.  The  reference  yoii  read  was  1886,  and  I  think 
that  is  the  formation  of  scMBe  ef  the  earUar  corperatiaaB^  bat  not  the 
United  States  Steel  Corporation. 

The  Cbjjmuav.  The  two  expressiOBs  taJken  together  are^  as  I  mi- 
detstand  them,  very  simpkL  In  order  to  renrarve  conrntitiKm,  sayn 
tile  cerannssioBer  in  a  few  words — and  if  I  misiitiote  mm  I  would 
like  to  be  corrected;  I  liiink  I  understand  his  meaning — in  order  to 
remove  competition  hundreds  of  concerns  whose  names  ha  gieesy  the 
style  of  them,  me];ged  themselves  into  nine  or  ten  great  constibient 
companies. 

Wr.  LiDfDABURX.  In  1898! 

The  Chaisman.  Yes,  sir;  and  then  these  companies,  finding  that 
they  had  not  eliminated  competition,  but  by  integrating  and  eadi 
becoming  independent  had  invited  greater  competition,  n>rmed  the 
United  States  Steel  Corporation  tor  the  same  purpose  and  with  the 
same  idea  and  by  the  same  means  and  under  tne  same  character  of 
contract  that  they  had  previously  formed  themselves  into  these 
various  smaller  concerns. 

Mr.  LniusTON.  You  will  see  on  page  4  he  says: 

Saeb  were  tbe  canditleas  In  the  steti  Indnstry  in  ISOd? 

The  Chairman.  Yes,  sir;  that  is  just  what  I  read. 

The  spark  that  lighted  the  train  was  the  threat  of  the  Carnegie  Go.  to  erect 
a  great  tube  plant  near  Cleveland,  thns  Inrading  the  field  of  flnirtied  mann- 
factnre. 

Mr.  LiNDABURY.  Yes ;  but  that  did  not  seem  to  bear  out  the  char- 
acterization of  the  letter  or  the  interpretation  that  the  chairman 
seemed  to  be  putting  in  his  question. 

The  Chairman.  If  there  were  20  barrels  of  gwipowder  under  this 
building  and  a  man  should  drop  a  cigar  hnowm^lv  into  a  little  fuse 
or  handful  of  that  explosive,  it  is  a  spark  whicn,  ordinarily  con- 
sidered, would  be  a  little  bit  of  burning  tobacco  or  a  lifted  match, 
but  applied  in  that  way  and  called  the  spark  that  limted  the  con- 
flagration, it  might  be  regarded  by  the  lay  mind  as  being  the  real 
cause  of  the  trouble.  It  is  a  very  graphic  expression  usea  by  Mr. 
Smith,  and  when  taken  in  connection  with  the  statement  of  Mr.  Gates 
it  becomes  exceedingly  interesting  for  this  committee  to  know  on 
what  he  based  this  all-important  conclusion. 

Mr.  Smith.  You  put  an  original  question  to  me? 

The  Chairman,  i  es,  sir. 
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Mr.  Smith.  It  is  my  intention,  certainly,  to  Submit  to  the  Presi- 
dent and  to  have  ready  for  publication,  so  far  as  properly  lies  with 
me,  the  facts  which  will  appear  in  the  full  text  of  Part  I  upon  which 
we  based  our  conclusions,  but  the  law  is  perfectly  dear,  both  the  law 
and  tlie  interpretation  placed  on  it  by  the  Attorney  General  that  I,  as 
oommissioner,  have  no  authorit^r  to  give  out  any  information  in  the 
Bureau  of  Corporations  or  to  intimate  in  any  way  what  that  informa- 
tion is,  so  that  I  can  not  do  it,  however  thorough  my  desire  and  in- 
tention may  be.   I  must  first  set  the  President's  consent 

The  Chaibman.  Will  you  Eindly  communicate  with  the  President, 
at  your  earliest  convenience,  and  advise  this  committee  whether  or 
not  it  is  his  pleasure  that  vou  furnish  to  this  committee,  without  de- 
lay, such  data  as  is  available  touching  the  matter  I  have  gpoken  oft 

Mr.  Smith.  I  will  take  that  up  wim  the  President.  Mr.  Chairman. 

Mr.  BsALii.  How  do  you  interpret  the  last  clause  or  section  6  of  the 
act  creating  the  Department  of  Commerce  and  Labor : 

It  ahaU  also  be  the  proylnce  and  duty  of  said  bureau,  under  tbe  direction  of 
the  Secretary  of  Oommerce  and  Labors  to  gather,  compile,  publiah,  and  supply 
useful  information  eonceming  corporations  doing  business  within  the  limits 
of  the  United  States  as  shaU  engage  in  interstate  commerce  or  in  commerce 
between  the  United  States  and  any  foreign  country,  including  corporations  en- 
gaged in  insurance,  and  to  attend  to  such  other  duties  as  may  be  hereafter  pro- 
vided by  law. 

Is  there  any  restriction  upon  giving  out  such  information  as  is  con- 
templated in  that  clause  t 

Mr.  Smith.  I  do  not  know  that  my  interpretation  of  that  is  of 
much  value,  Clongressman.  It  has  never  been  entirely  clear  to  me.  I 
have  assumed  that  that  meant,  in  addition  to  the  general  work  that  is 
prescribed  by  the  foregoing  part  of  the  section,  that  they  may  also 
collect  information  which  may  be  not  gotten  in  the  same  way,  but 
whether  it  is  subject  to  the  order  of  the  President  or  not,  I  am  not 
entirely  clear,  but  so  far  as  I  am  concerned,  I  am  bound  entirely  by 
the  construction  that  the  Attorney  General  has  placed  on  the  act 
itself,  a  copy  of  which  I  have  here,  if  you  care  to  see  it,  where  he  made 
the  very  flat  statement  to  me,  in  a  letter  directed  to  me^  that  I  had  no 
authority  to  give  out  any  information  in  the  bureau  without  the  con- 
sent of  the  ^President,  and  whatever  my  opinion  might  be,  it  would 
be  of  little  avail  in  this  connection. 

Mr.  LrrrLBTON.  Mr.  Commissioner,  you  have  given  out  the  sum- 
mary of  report  No.  1  ? 

Mir.  Smith.  Tes^r. 

Mr.  LrrrLBTON.  W  ere  you  directed  to  give  that  out  ? 

Mr.  Smith.  By  the  President  t 

Mr.  Littleton.  Yes,  sir. 

Mr.  Smith.  Yes^sir. 

Mr.  Littleton.  Were  you  forbidden  to  give  out  anything  else  ? 

Mr.  Smith.  No,  sir ;  1  was  not  forbidden  by  the  I*resiaent ;  I  am 
forbidden  by  the  law. 

Mr.  LrnxBTON.  Well,  we  all  have  an  opinion  about  that,  but  the 
data  upon  which  this  report  is  based  was  discussed  as  to  whether  that 
should  be  given  out  ? 

Mr.  Smith.  Not  at  that  time,  the  data  upon  which  the  report  was 
based. 

Mr.  Littleton.  The  reports  and  tabulations? 
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Mr.  Smith.  You  might  8&y  two  parts.  It  consists  in  the  first  in- 
stance,  you  might  say,  of  an  infinite  amount  of  all  sorts  of  material, 
and  in  the  second  instance,  reduced  to  intelligent  form,  which  con- 
stitutes what  will  be  the  full  text  of  Part  I.  It  is  a  little  hard  to  say, 
but  none  of  that  has  been  presented  to  the  President;  nothing  except 
what  appears  in  the  summaiy. 

The  Chateman.  Going  back  just  a  little,  so  that  there  may  be  no 
doubt  about  the  interpretation  of  what  appears  on  pages  2  and  8  of 
this  letter  submitted  to  the  President,  I  find  in  this  summary,  on 
page  7,  this  expression : 

The  fandamental  causes  for  the  formation  Of  the  TTnlted  States  Steel  Cor- 
poration were  sabBtantially  the  iame  as  those  which  gave  rise  to  the  earUer 
consolidation  already  described,  namely,  restriction  or  prevention  of  competi- 
tion, integration,  stock  inflation. 

And  you  state  on  page  v : 

Thus  competition  between  these  concerns  was  eliminated,  while  enormous 
profits  were  made  from  the  flotation  of  securities 

Mr.  Smith.  That  is  page  v  of  the  letter  of  submittal  ? 
The  Chairman.  Of  the  letter  of  submittal. 

with,  also,  an  unparalleled  stock  commission  to  the  underwriting  syndicate^ 
which  netted  a  clear  profit  of  about  $(^,500,000  in  cash. 

In  what  respect  was  this  Morgan  syndicate  that  welded  these  va- 
rious indepenaent  concerns  into  one  corporation  unparalleled? 

Mr.  Smith.  I  did  not  say  that  the  Morgan  syndicate  was  unpar- 
alleled ;  I  said  the  commission  was  unparalleled. 

The  Chairman.  The  stock  commission  ? 

Mr.  Smith.  Yes,  sir ;  unparalleled  in  size. 

The  Chairman.  The  amount  of  money  it  got  out  of  it  ? 

Mr.  Smith.  Yes,  sir.    I  think  that  was  a  fair  assumption  there. 

The  Chairman.  They  received  bonds  and  stocks,  1  believe;  not 
money  ? 

Mr.  LiNDABURY.  Not  bonds,  I  guess,  but  two  classes  of  stock. 

The  Chairman.  I  have  not  those  figures  before  me  but  I  think  it 
was  about  $165,000,000. 

Mr.  Smtth.  $180,000,000  par  value. 

Mr.  LiNDABURT.  I  thought  it  was  $129,000,000. 

Mr.  Smith.  Of  course  I  can  not  discuss  the  original  data. 

Mr.  LiNDABtJRY.  It  is  just  under  $180,000,000;  about  $129,000,000. 

The  Chairman.  Do  you  know  the  amount  of  cash  ? 

Mr.  Smith.  That,  of  course,  involves  data  still  to  be  published. 

The  Chairman.  Have  vou  in  the  department  any  data  showing 
what  this  syndicate  sold  tnis  stock  for,  what  they  received  ? 

Mr.  Smith.  My  impression  is  that  we  have  some  information 
showing  about  what  they  realized  in  cash  from  the  stock. 

The  Chairman.  Do  you  object  to  furnishing  that  to  the  com- 
mittee? 

Mr.  Smith.  Subject  to  the  President's  approval,  certainly. 

The  Chairman.  It  is  doubtful  whether  this  conunittee,  even  under 
the  sweeping  authorization  of  the  committee,  could  have  access  to 
the  boo^  of  J.  Pierpont  Morgan  &  Co.,  and  for  that  reason  the 
Bureau  of  Corporations  is  in  a  much  better  position  than  the  com- 
mittee to  find  out  that  very  valuable  information. 

Mr.  Smith.  The  amount  of  cash  realized  from  the  securities? 
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The  Chairmak.  What  they  sold  the  stochA  for,  what  they  got  for 
theatf 

Mr.  Smpth.  I  will  make  a  aote  of  that,  Mc  ChminDan. 

Mr.  Stbbuto.  Ifo.  Coinnrasioiier,  how  dii  yea  eblaim  tiie  inior- 
BMition  on  which  yon  baaed  thia  reportf 

Mr.  Smith.  Koughly,  these  various  wmwy  the  oocpoEatiMia  them- 
selves, and  from  their  reoecds  and  their  oflicuitfc 

Mr.  &ZSB1.SXQ.  Did  yon  h«ve  free  acceaa  t<^  tibe  seconfa  of  the 
various  subsidiary  corporati(»i8 1 

Mr.  Smith.  Koughly  speaking,  we  did,  noi  entirely  m^  but  v«ry 
largely  so,  and  in  addition  to  that  the  financial  stotttnents  in  con- 
nection with  the  listing  of  securities  on  the  stock  e!sch«iges,  then 
various  financial  and  trade  journals,  the  Journal  of  Commefce  and 
others,  various  books  and  monographs  on  the  subject^  the  annual 
reports  of  the  corporations  themselves,  a  very  vakuiUe  investigatioD 
by  the  Industrial  Commission,  whicn  reported  about  1902,  which 
happened  to  come  along  about  the  time  ol  these  eacEer  consolida- 
tions, suits  of  various  sorts  in  the  State  and  Federal  courts,  affidavits 
in  suits  in  various  States  famished  information,  and  Government 
statistics,  the  Bureau  of  the  Census  and  others.  That  covers  all  I  can 
think  of  at  this  moment. 

Mr.  SnBBLiNG.  Did  the  corporation  officials  refuse  to  famish  yon 
any  information  that  you  desired  and  whif^  you  thoof^t  was  neces- 
sary to  a  thorough  investi^tion  of  the  subject! 

Mr.  Smith,  '^y  impression  is,  Congreaaman,  that  a  hm  did,  but 
I  can  not  testify  as  to  that.  The  inetaiices  wero  net  muneroaa,  or, 
as  I  recollect,  very  important. 

Mr.  Sterling.  A  few  of  the  subeidiary  oorposatioas  of  the  United 
States  Steel  Corporation? 

Mr.  Smith.  No;  I  think  not.  I  think  there  were  others,  bat  I 
would  not  want  to  testify  as  to  that. 

Mr.  Sterling.  Not  connected  with  the  United  States  Steel  Cor- 
poration f 

Mr.  Smith.  My  impression  is  they  were  not,  but  I  would  not  want 
to  testify  to  that  definitely. 

Mr.  Sterling.  Do  you  recall  the  character  of  the  iaformation  that 
you  could  not  ffet  ? 

Mr.  Smith.  No ;  I  do  not    It  was  so  hazy. 

Mr.  Lindaburt.  My  information  is  that  nothing  was  refused  by 
the  United  States  Steel  Corporation  or  any  of  the  subsidiary  com- 
panies. 

Mr.  Stxblino.  Is  that  so  t 

Mr.  Smith.  Thai  is  my  general  recollection,  but  I  do  not  want  to 
make  a  flat  statement. 

Mr.  Littlbton.  Did  yon  send  your  men  into  the  departments  of 
the  United  States  Steel  Corporation  and  have  them  make  an  original 
investigation,  or  did  you  ask  the  United  States  Steel  Corporation 
to  furnish  such  information  as  you  indicated  from  time  to  time  and 
accept  that  furnished  by  them  ? 

Mr.  Smith.  We  did  both.  We  first  went  to  them  and  looked  at 
the  general  nature  of  the  inf<M:mation.  I  mi^t  explain  that  this 
was  before  I  was  the  commissioner  and  had  not  very  much  to  do 
with  it.  Having  received  the  information,  we  sent  our  agents  bac^ 
to  check  up  the  information  and  make  sure  that  it  was  not  doctored 
or  faked. 
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Mr.  LiTTLBTOir.  In  the  first  instsnce  vop  wanld  ask  the  United 
States  Steel  Corporation  to  fomish  sncn  indicated  information  as 
your  communication  contained,  and  jon  wonld  wait  until  they  had 
furnished  it  in  accordance  with  the  request,  and  then  send  agents  to 
check  it  up  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  loTTLBrev.  Is  that  Hke  general  method  of  making  the  investi- 
gaticm  f 

Mr.  Smith.  Yes,  sir ;  so  far  as  this  corporation  was  concerned. 

Mr.  Lmumm.  Was  there  any  original  inTcstigation  initiated  by 
the  department  which  was  earned  on  bv  men  going  to  the  office  of 
the  United  States  Steel  Cofporation  and  being  allowed  access  to  the 
books,  the  minute  books,  and  all  that,  and  conducting  an  examina- 
tion adong  that  line  ? 

Mr.  Smith.  We  did  have  access  to  a  large  number  oi  books — ^I  do 
not  recollect  what  they  were,  because  I  did  not  do  it  nnrself — and  got 
oririnal  data  from  them. 

Mr.  LnTLffTON.  I  notice  this  act  provides : 

In  order  to  accomplish  the  purposes  declared  In  the  foregoing  part  of  this 
section,  the  said  eomratssioner  tAali  hare  and  exercise  the  same  ^wer  and 
authority  In  respect  to  corpovatloas,  joint  stock  eompaales^  and  combinations 
subject  to  the  proyisions  hereof,  as  is  conferred  on  the  iaterstete  Commerce 
Gommission  in  said  "act  to  regnlate  commerce"  and  the  amendmmts  ttiereto 
in  respect  to  common  carriers  so  far  as  the  same  may  be  applicable,  including 
tbe  right  to  snbpcena  and  compel  the  attendance  and  testimony  of  witnesses 
and  the  production  of  documentary  evidence  and  to  administer  oaths. 

Was  any  of  this  examination  conducted  under  the  provision  I  have 
just  read  I 

Mr.  Smith.  We  issued  no  subpoenas  for  the  reason  that  the  issu- 
ance of  a  subpoena  grants  inmnmity,  and  we  were  very  loath  to  do 
that. 

Mr.  LmLBTON.  You  put  nobody  under  oath? 

Mr.  Smith.  By  no  means*  We  aid  not  propose  to  grant  immunity 
by  any  action  we  might  take.    So  we  put  nobody  under  oath. 

Mr.  Littleton.  The  information  you  received  first-hand  from  the 
United  States  Steel  Corporation  or  its  subsidiary  concerns  in  re- 
sponse to  your  reouest  came  to  you  and  is  on  file  in  your  department  ? 

Mr.  Smith.  A  large  amount  of  it  is  not  on  file,  for  the  reason  that 
a  great  deal  was  sent  back — ^the  originals  were  sent  back  to  the  Steel 
Corporation. 

Mr.  LrrTLBTON.  The  original  information  which  you  asked  for 
and  which  you  obtained  was  returned? 

Mr.  Smith.  Yes,  sir. 

Mr.  Littleton.  Did  your  department  make  copies  of  it? 

Mr.  Smith.  We  made  transcripts  that  were  in  a  way  copies,  but 
we  destroyed  those.  That  would  have  been  a  violation  of  the  con- 
dition under  which  we  accepted  that  particular  information.  The 
particular  information  I  am  speaking  about,  the  cost,  was  accepted 
under  the  condition  that  we  would  send  back  the  original  sheets  and 
would  not  make  copies  thereof,  the  condition  being  that  we  should 
simply  use  the  sheets  to  combine  the  cost  of  the  various  companies 
into  the  average  cost,  which  would  not  display  individual  cost,  but 
for  convenience,  when  we  got  the  original  cost  sheets,  we  transcribed 
that  information  on  to  some  '^work''  sheets,  as  we  call  them.    We 
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advised  the  Steel  Corporation  that  we  had  done  that,  after  sending 
the  original  sheets  back,  and  they  agreed  that  we  oould  keep  the 
transcripts  to  a  certain  day.  when  they  should  be  destroyed,  and  we 
did  destroy  them  on  Novemoer  1  of  last  year. 

Mr.  LriTLETON.  That  class  of  information  was  accepted  by  your 
department  and  given  by  the  United  States  Steel  Corporation  upon 
the  condition  that  once  you  had  had  the  chance  to  g^  the  averages  and 
tabulations  you  would  send  back  the  original  information  which  they 
gave  you  and  destroy  and  not  keep  copies  of  it  in  your  department  1 

Mr.  Smith.  I  do  not  remember  the  exact  language,  but  that  we 
would  not  keep  any  copies  was  the  substance. 

Mr.  LrnuBTON.  Was  the  object  of  that  to  preserve  to  them  as  a 
secret  of  their  business  the  cost  sheets  or  the  cost  records  ? 

Mr.  Smith.  I  presume  that  was  their  object.  They  made  that  a 
condition  of  gi ving^  it  voluntarily. 

Mr.  LnTLETON.  It  could  not  have  been  harmful  to  them  except  on 
the  ^ound  of  competitors  getting  it  ? 

A&.  Smith.  I  presume  that  was  their  feeling.  Every  manufac- 
.turer  is  very  sedulous  to  guard  the  cost. 

Mr.  LmiiBTON.  Did  you  have  any  such  understanding  in  regard 
to  any  class  of  information  which  they  submitted  voluntarily  ? 

Mr.  Smith.  Other  than  the  cost  9 

Mr.  LriTLETON.  Yes,  sir. 

Mr.  Smith.  I  do  not  recollect.  We  may  have,  but  I  do  not  re- 
call. 

Mr.  Littleton.  As  to  other  branches  of  the  inquiry,  when  they 
made  a  report  in  response  to  your  request  that  report  is  on  file  in 
your  department  at  this  time? 

Mr.  ISmith.  Presumably,  unless  it  is  under  that  condition. 

Mr.  Littleton.  Coupled  with  the  verification  and  the  reports 
of  your  men  made  afterwards  ? 

fir.  Smith.  Yes,  sir. 

Mr.  LrrrLETON.  You  have  already  given  out  publicly  a  summary 
of  Parti? 

Mr.  Smith.  Yes,  sir. 

Mr.  Littleton.  And  this  summary  is  based  upon  information 
which  is  in  your  department,  or  the  tabulations,  and  you  are  un- 
willing, under  your  advice,  to  give  the  data  on  which  the  summary 
is  based  ? 

Mr.  Smith.  I  am  entirely  clear  as  to  my  l^al  advice  in  the  matter. 

Mr.  Littleton.  You  realize,  do  you  not,  that  this  committee,  in  so 
far  as  it  may  investigate  the  same  subjects,  will  practically  duplicate 
the  work  which  you  have  done,  or  which  your  bureau  has  done  ? 

Mr.  Smith.  I  do  not,  of  course,  know  what  the  committee  does 
intend  to  do. 

Mr.  Littleton.  If  they  travel  over  the  same  field  and  go  through 
the  same  work  it  will  not  be  economical  at  all. 

Mr.  Smith.  For  that  reason  I  am  doing  my  best  to  get  the  data  to 
the  President  as  soon  as  I  can.  For  the  last  month  and  a  half  a 
half  a  dozen  of  my  men  and  myself  have  ben  working  at  the  office 
until  midnight. 

Mr.  Littleton.  You  realize  that  there  should  not  be  any  difference 
between  your  bureau  and  the  committee  as  to  getting  at  the  truth  ? 

Mr.  Smith.  Both  are  after  the  truth,  certainly. 
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Mr.  Littleton.  And  for  elucidating  all  the  facts. 

Mr.  Smith.  I  am  not  entirely  clear  as  to  the  object  of  the  commit- 
tee's work,  but  I  think  it  has  relation  to  the  antitrust  law.   , 

Mr.  LiTLETON.  Yes,  sir. 

Mr.  Smith.  Our  business  is  to  ascertain  the  facts  and  to  advise  the 
President,  for  his  use. 

Mr.  LiTTLBTON.  You  are  not  to  determine  whether  it  is  a  violation 
of  the  antitrust  law,  but  you  are  to  determine  the  facts  concerning 
the  combination  with  other  concerns,  develop  all  the  facts,  and  some- 
body else  is  to  draw  the  conclusion  ? 

Mr.  Smith.  Our  business  is  to  determine  the  facts  and  present 
them. 

Mr.  Littleton.  In  order  to  save  time  and  trouble,  would  you 
agree,  upon  the  request  of  this  committee,  to  furnish  to  the  commit- 
tee the  data  and  information  upon  which  you  based  the  conclusions 
in  this  summai^? 

Mr.  Smith.  That  is  entirely  a  matter  for  the  President. 

Mr.  LiTTLBTON.  But  I  ask  you,  and  you  can  reach  the  President  in 
some  way.    I  am  asking  you  if  you  can  not  take  it  up  ? 

Mr.  Smith.  Yes,  sir.  I  see  entirely  the  point  you  make,  and  I 
want  to  answer  it  in  entire  frankness.  This  material  we  have,  as  you 
pointed  out  a  few  minutes  ago,  is  infinite  in  its  variety  and  in  its 
character,  and  the  average  man,  untrained,  or  anybody,  unless  an 
expert,  could  make  absolutely  nothing  from  it.  I  suppose  it  would 
fill  a  large  part  of  a  small  room,  and  the  only  way  we  can  present  it 
to  the  President  is  to  put  it  into  this  shape,  which  is  exactly  what 
we  are  enga^d  in  doing  as  fast  as  we  can.  If  we  ^ave  him  or  at- 
tempted to  snow  him  the  original  data  on  any  of  the  subjects  vou 
have  referred  to,  it  would  be  putting  upon  him  an  impossible  tast,  I 
think. 

Mr.  Stebuno.  Assuming,  Mr.  Commissioner,  that  you  had  the  per- 
mission of  the  President  to  give  this  information  to  the  committee, 
are  you  in  a  position  to  give  it  to  the  committee  in  an  intelligent 
form? 

Mr.  Smith.  No,  sir;  not  at  present  I  think  it  would  take  several 
weeks.  It  is  so  much  a  matter  of  assembling  the  material  and  weigh- 
ing the  evidence.  Just  as  a  judge  in  a  trial. 

Mr.  Gabdneb.  I  understand  that  it  is  a  matter  of  six  weeks,  as  your 
bestgoesst 

Mr.  Smith.  Yes,  sir. 

Mr.  Gabdneb.  When  that  data  will  be  available  for  us,  unless  the 
President  interposes  an  objection,  and  that  you  now  have  it  in  your 
possession,  or  have  had  it  in  your  possession,  with  the  sole  excep- 
tion of  the  individual-cost  sheets  from  which  the  average-cost  sheets 
are  made  up? 

Mr.  Smith.  That  is  not  quite  correct;  but  everything  upon  which 
this  part  is  based  will  be  ready  in  about  six  weeks. 

Mr.  Gabdneb.  What  are  the  other  parts  ? 

Mr.  Smith.  I  will  say  that,  as  near  as  I  can  figure  now,  a  part 
on  prices  and  a  part  on  costs.    Those  are  now  in  the  works. 

Mr.  Gabdneb.  You  make  a  very  interesting  statement  on  page  ix, 
in  which  you  say,  a  little  below  the  middle  of  the  page : 

The  competition  of  these  independents  with  the  Steel  Corporation,  so  far  as 
prices  are  concerned,  has  been  modified  by  the  policy  of  "cooperation."  This 
will  be  discussed  in  a  later  part  of  the  report. 
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That  will  be  Part  II? 

Mr.  Smith.  I  am  not  sure  which  would  come  first;  but  probably 
the  part  on  prices. 

Mr.  Oaboner*  That  information  on  which  jou  base  tiiis  statemeiit 
regarding  cooperation  will  only  be  available  at  a  much  Later  date 
than  the  six  weeks? 

Mr.  Smith.  I  would  say  so;  yes,  sir.  I  can  not  fix  aay  sort  at  a 
date. 

Mr.  Qardnse.  Would  you  guess  ax  months— 4iaat  in  aiz  seMuths 
Parts  II  and  III,  both  on  the  sumnuucy  and  the  &11  teat|  would  be 
ready?  Would  you  say  that  thev  would  be  ready  possibly  when 
Congress  reassmiblea  in  December? 

W:.  Smith.  I  hate  like  eTwything  to  make  a  ^uess  on  that.  It 
would  be  the  rankest  kind  of  a  guess  that  m  would  have  it  ready  by 
the  beginning  of  the  next  regular  session,  which,  I  believe,  is  in  De- 
cember.   The  last  time  I  made  a  guess  I  got  just  a  year  wamg. 

Mr.  Gabdnbr.  On  that  question  of  cooperation,  which  I  simply 
take  as  an  instance,  would  it  be  posfflble  for  yom,  with  the  Presi- 
dent's permission,  to  furnish  us  with  data  and  some  expert  irom 
your  department  who  could  explain  it  to  the  committee  ? 

Mr.  bMiTH.  I  think  we  oosld  help  the  committee  out  materially 
on  that,  if  you  could  meet  in  executive  session  where  we  could  ex- 
change opinions  back  and  forth  without  any  record.  We  always 
dislike  to  make  a  flat  statement  that  we  are  not  sure  about. 

Mr.  Gajidmer.  At  all  events,  vou  could  put  us  on  the  teack? 

Mr.  Smtth.  I  think  we  could ;  decidedly. 

Mr.  McGnjiiGUDDT.  Mr.  Ck)ininis8ioner,  from  the  informaticm 
which  you  have  in  your  possession  and  in  your  bureau,  you  have 
reached  certain  conclusions  in  reference  to  tne  United  States  Steel 
Corporation,  have  you  not  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  McGnjiicunDT.  Now,  you  say : 

In  1896  began  an  era  of  great  consolldatioiis,  with  capitalteatioae  rangiiig 
from  $30,000,000  to  $100,000,000. 

From  the  information  that  yon  have,  were  those  consolidations  up 
to  that  time  made  for  the  purt>ose  of  restricting  or  eliminating  com- 
petition ? 

Mr.  Smith.  There,  again,  I  am  up  against  the  statutory  prohibi- 
tion of  making  any  statement  about  that 

Mr.  McGiLLicuDDT.  Can  not  you  give  your  own  opinion  ? 

Mr.  Smith.  No  ;  I  can  not. 

Mr.  McGn^LiciTDDT.  Is  there  any  statute  which  forbids  you  from 
expressing  an  opinion? 

Mr.  Smith.  There  is  no  statute. 

Mr.  McGiLLicuDDY.  Then  you  are  not  up  against  any  statutory  pro- 
vision. 

Mr.  Smith.  But  I  can  not  express  any  opini<m  except  one  based 
on  my  knowledge  as  Commissioner  of  Corporations. 

Mr.  MGGnj:jGim>T.  You  state  here : 

Tbey  did  not,  however,  Anally  eliminate  competition. 

Did  they  restrict  it  up  to  1888  by  the  mergers  then  formed?  Did 
they  restrict  it  ? 
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Mr.  Smith.  That  I  should  not  be  allowi^d  to  say.  I  simply  say 
here  that  the  ndiiig  motiye  was  the  remoral  of  oompetitioii. 

Mr.  McGiiiLiGtTDDT.  You  make  that  statement  from  the  informa- 
iioQ  in  your  ponminriion  which  you  can  not,  you  say,  disclose  to  this 
cooumttoef 

Mr.  Smith.  EaEBOliy. 

Mr.  MoGbuoBODDT.  N«w,  Hm  eea  of  gmat  consolidations  reached 
its  eUBttK  a  19M,  wim  the  United  SUtes  Steel  Corporation  was 
fonned,  did  it  mmki 

Ifr.  Smith.  Yes,  sir. 

Mr.  McGiujciTDDT.  There  have  been  no  great  consolidations  since 
thai  time,  have  theml 

Mr.  Smith.  I  think  that  is  a  matter  of  pnblic  knowledge ;  no  great 
consolidation  comparable  to  the  United  States  Steel  Corporation. 

Mr.  Mo6iiiiicun»T.  Y«i  have  a  great  deal  of  Imowledge,  and  that 
is  what  I  want  to  in^ire  about. 

Mr.  Smith.  I  am  sorry  to  say  that  I  can  not  give  it  to  you. 

Mr.  McGiiiLicuDDT.  Tnere  have  been,  as  a  matter  of  fact,  no  great 
consolidatioiis  since  1901  in  the  steel  business  f 

Mr.  Smith.  As  a  matter  of  public  information,  there  has  not  been. 

Mr.  MoGiLuccDDT.  As  a  matter  of  fact,  there  is  not  very  much 
left  to  consolidate,  outside  of  what  they  did  cans(didate  in  1901  i 

Mr.  Smith.  I  would  refer  tx>  what  the  report  says  here  about  the 
production. 

Mr.  McGiLLici7iM>T.  I  am  coming  to  that.  By  that  consolidation 
of  1901  did  not  the  United  States  Steel  Corporation  acquire  a  prac- 
tical monopoly  of  the  Lake  ores  ? 

Mr.  Smith.  I  am  afraid  you  are  endeavoring  to  lead  me  to  break 
the  law. 

Mr.  McOnxicimDY.  No;  I  do  not  want  you  to  break  the  law.  If 
the  United  States  Steel  Corporation,  sul^equent  to  1^01,  or  by  rea- 
son of  that  consolidation,  secured  the  greater  part,  say  t5  per  cent, 
as  you  say,  of  the  Lake  ores,  and  also  acquired,  by  virtue  of  the  Hill 
lease,  the  advantages  which  they  had,  would  that  be  a  practical 
monopoly  of  such  ore  ? 

Mr.  Smith.  I  would  not  want  to  express  an  opinion  as  to  what  is 
a  practical  monopoly.  The  diairman  of  the  United  States  Steel 
Corporation  made  a  statement  about  that  in  1908,  before  the  Ways 
and  Means  Committee,  and  admitted  that  the  corporation  had  con- 
trol of  the  ultimate  ore  supply  of  the  whole  country.  That  was  in 
the  Pajme-Aldrich  tariff  heanngs.  He  afterwards  modified  that  in 
the  hearing  before  this  committee. 

Mr.  McGiLucuDDY.  I  remember  that. 

In  addition,  there  was  the  additional  purpose  in  forming  this 
merger  or  consolidation  not  only  to  limit  ana  restrict  oomp&tion 
but  to  control  production,  was  there  not,  from  the  information  that 
yon  lurvet 

Mr.  Smith.  Well,  except  so  far  as  I  suppose  you  can  make  certain 
deductions  of  that  nature  from  what  we  nave  said,  I  could  not  go 
beyond  that.    You  mean  production  of  what ;  of  steel  ? 

Mr.  McGiLLiouDDY.  Oi  finished  steel  products  in  the  country,  by 
reason  of  the  control  of  iron  ore? 
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Mr.  Smith.  We  have  stated  the  degree  of  control  of  iron  ore  that 
at  present  exists,  and  you  can  draw  your  own  conclusions  from  that 
of  course. 

Mr.  McGiLLicuDDY.  Yes.  This  information  which  yon  have  and 
which  you  can  not  make  public,  does  that  cover  the  matter  of  wages 
and  conditions  as  to  the  wa^e  earners  in  this  country? 

Mr.  Smith.  No  ;  that  side  we  did  not  take  up.  That  has  been  in- 
vestigated by  another  bureau  in  the  Department  of  Commerce  and 
lAbor,  however,  the  Bureau  of  Labor,  as  I  understand  it  We  did 
not  take  that  up,  except  so  far  as,  of  course,  wages  enter  into  it  as  a 
part  of  costa 

Mr.  McGiuJGUDDY.  You^  then,  in  your  special  department  have 
made  no  special  investigation  as  to  wages  and  wage  conditions  in 
the  country  ? 

Mr.  Smith.  No  ;  except  in  a  very  incidental  way,  as  wages  are  a 
part  of  cost  of  production ;  but  certainly  not  as  to  conditions  of  labor. 
.  Mr.  McGiLuonDDY.  But,  as  I  understand,  this  has  been  investi- 
gated in  another  department? 

Mr.  Smith.  In  another  bureau  in  the  same  department;  and  I 
think  they  have  issued  a  report  on  it. 

Mr.  Sterling.  You  think  they  have  published  their  report? 

Mr.  Smith.  I  think  they  have.  I  thmk  it  has  been  out  for  several 
months.  I  think  it  is  out  I  have  simply  seen  it  on  the  Secretary's 
desk.    It  is  a  report  by  the  Commissioner  of  Liabor,  Mr.  NeiU. 

Mr.  LiTiLETON.  You  were  a  little  reluctant  to  answer  Afr.  McGil- 
licuddy  as  to  what  the  purpose  and  effect  of  these  developments  were 
after  1898.    You  say  on  page  4  of  your  report. 

The  transformation  In  the  steel  indnstry,  thus  far  described,  was  simply 
one  phase  of  a  general  movement  toward  industrial  consolidation  at  the  time. 
This  movement  was  characterized  in  varying  degree  by  three  especially  impor- 
tant features,  as  follows: 

(1)  The  restriction  of  competition  through  combination. 

(2)  Integration — that  is,  the  linking  up  of  productive  processes  through 
acquisition  under  one  control  of  raw  materials  and  mannfacturing  plants 
(and  in  some  cases  transportation  facilities)  and  through  extensions  and  co- 
ordination of  manufacturing  processes. 

(8)  The  creation  of  a  great  amount  *of  inflated  securities. 

The  influence  of  all  these  factors  should- be  kept  clearly  in  mind.  The  Aral; 
namely,  the  restriction  or  elimination  of  competition,  was  the  most  important 
Undoubtedly  it  was  the  principal  cause  of  most  consolidations  in  the  steel 
industry. 

That  is  your  opinion  now,  is  it  not? 

Mr.  Smith.  Precisely. 

Mr.  Littleton.  And  that  is  your  opinion  in  the  report? 

Mr.  Smith.  Yes. 

Mr.  LarriiETON.  Then  you  go  ahead  to  say : 

Profits  had  been  sharply  reduced  by  the  severe  competition  which  accom- 
panied the  depression  of  the  middle  nineties,  and  steel  manufacturers  wei« 
attracted  to  consolidation  as  a  means  of  increasing  their  retuma  Indeed,  the 
organizers  of  some  of  these  consolidations  have  admitted  that  the  desire  to 
control  or  eliminate  competition  was  the  chief  reason  for  combination. 

However,  a  desire  to  secure  greater  economies  and  advantages  through  inte- 
gration undoubtedly  played  an  important  part  in  the  movement 

You  expressed  that  opinion  in  your  report,  and  I  take  it  it  is  still 
your  opinion  that  the  oominant  and  moving  influence  in  this  move- 
ment was  to  restrict  and  eliminate  competition,  and  that  the  desire 
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to  control  or  eliminate  competition  was  the  chief  reason  for  com- 
bination? 

Mr.  LiNDABUKY.  May  I  be  permitted  to  interpose  an  objection  to 
that  question  ? 

The  Chairman.  The  objection  will  be  overruled. 

Mr.  LiNDABURY.  We  are  inquiring  after  facts,  and  not  nonexpert 
opinions. 

Mr.  LnTLETON.  We  are  certainly  inquiring  for  facts. 

Mr.  LiNDABUBr.  This  is  not  to  elicit  a  fact,  but  an  opinion. 

The  Chaihman.  To  make  a  long  story  short,  if  tne  chairman 
should  sustain  such  objections,  between  the  gentlemen  representing 
the  United  States  Steel  Corporation  and  the  gentlemen  represeptins 
the  United  States  Government,  he  would  be  between  Scj^Ua  and 
Charybdis.  You  would  not  permit  him  to  state  an  opinion  and 
they  would  not  permit  him  to  state  a  fact,  so  that  we  would  be  in 
a  bad  fix. 

Mr.  LiNDABURY.  But  that  does  not  change  the  rules  of  evidence. 

The  Chairman.  We  will  have  to  alter  them  a  little  in  this  case. 

Mr.  LiNDABURY.  T  have  observed  that  tendency  before. 

Mr.  Smith.  I  take  it  that  I  am  ordered  to  answer  the  question  ? 

The  Chairman.  The  (juestion  has  been  answered  before,  has  it  not? 

Mr.  Smith.  Yes;  it  is  answered  right  in  the  report.  I  hold  the 
same  opinion  that  I  have  stated  in  the  report. 

Mr.  Littleton.  Takinj?  those  three  general  causes  of  consolidation, 
the  leading  causes,  restriction  of  competition,  the  linking  up  of  pro- 
ductive processes  of  the  various  concerns,  ana  the  creation  of  a  great 
amount  of  inflated  securities,  the  Government  through  your  depart- 
ment has  based  its  report  upon  those  three  as  the  controlling  causes 
for  the  consolidations  which  took  place? 

Mr.  Smith.  In  this  case  it  was  the  general  cause  of  consolidation; 
and  then  as  to  the  Steel  Co.  we  said  practically  the  same  causes  were 
also  present ;  yes,  sir. 

Mr.  Littlbton.  You  said  back  in  the  letter  of  submittal  to  the 
President  that  the  bureau  found  that  in  1901  a  fair  market  value  of 
the  tangible  property  of  the  Steel  Corporation  was  about  $700,000,000. 
I  am  reading  from  page  vi,  numbered  with  Roman  numerals,  of  the 
letter  of  submittal.  I  should  go  back  a  little  and  say  this.  You  say, 
on  page  vi : 

The  corporation  was  organized  with  (In  round  numbers)  510,000,000  of  pre- 
ferred stock,  508,000,000  of  common  stock,  303,000,000  of  corporation  bonds,  and 
about  81,000,000  of  underlying  and  miscellaneous  obligations,  a  total  of  over 
$1,402,000,000. 

Speaking  broadly,  such  capttalieation  amounted  to  the  daim,  the  representa- 
tion«  that  there  was  a  value  In  this  concern  which  would  justify  a  fair  business 
return  on  this  capitalization.  The  bureau  finds,  on  the  contrary,  that  In  1901 
the  fair  market  value  of  Its  tangible  property  was  about  $700,000,000,  slightly 
less  than  one-half  its  capitalization.  The  other  half,  the  excess  of  about 
$700,000,000,  is  thus  separated  and  stands  out,  embodying  the  essential  public 
questions  raised  by  the  bureau's  analysis  of  its  Investment.  In  so  far  as  that 
excess  represented  value  In  1901,  It  was  value  due  either  to  Increased  earning 
power  from  elimination  of  competition,  concentrated  ownership  of  the  basic 
natural  resources,  iron  ore  and  coal,  or  in  some  degree  integration  efficiency. 

Having  said  that  the  general  causes  of  the  consolidation  of  these 
companies,  and  that  also  of  the  Steel  Co.,  were  the  three  things, 
elimmation  of  competition,  the  integration  or  linking  up  of  produc- 
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tive  i)rocesses,  and,  third,  the  creation  of  a  great  amount  of  inflated 
securities,  to  what  do  you  ascribe  the  $700,000,000  of  excess  in  the 
valuation  of  the  property  which  is  presented  at  the  time  of  the 
organization  of  the  corporation?  To  which  one  of  these  three  causes 
do  you  ascribe  it? 

Mr.  Smith.  I  think  I  ascribed  it  to  all  of  them,  but  I  said  it  was 
due  either  to  increased  earning  power  from  elimination  of  competi- 
tion, concentrated  ownership  of  the  basic  natural  resources,  iron 
ore  and  coal,  or,  in  some  degree,  integration  efficiency.  I  did  not 
attempt  to  segregate. 

Mr.  LrrTLETON.  Is  it  not  a  fact,  from  your  observation  and  ex- 
perience, and  from  your  investigation  of  tne  facts,  that  when  in  any 
of  these  concerns  the  control  of  a  commodity  is  acquired  so  that 
production  and  price  can  be,^  if  necessary,  regulated — ^that  is  the 
time  when  overcapitalization  in  its  largest  form  can  and  does  take 
place,  and  it  is  made  to  represent  a  combination  value  which  is  sold 
and  which  becomes  a  merger  or  combination  value  over  and  above 
the  actual  value  of  the  property? 

Mr.  Smith.  Speaking  broadly  and  from  the  general  situation, 
not  speaking  as  to  the  definite  aetails  here,  I  think  you  are  correct. 

Mr.  Littleton.  Is  it  not  a  fact,  Mr.  Commissioner,  that  because 
of  the  control  caused  by  the  elimination  of  competition,  a  company 
is  enabled  to  float  what  might  be  called  an  inflated  lot  of  securities, 
and  afterwards,  so  to  speak,  to  turn  water  into  wine  ? 

Mr.  Smith.  Yes. 

Mr.  Littleton.  Because  they  can  control  the  output  and  the 
price. 

Mr.  Smith.  We  have  had  a  good  many  investigations,  and  that  is 
the  general  leading  fact,  that  that  merger  value  is  capitalized  as 
you  suggest. 

Mr.  Littleton.  So  that  in  this  capitalization  that  merger  value,  or 
the  increased  efficiency,  or  the  basic  resource  proposition,  either  one 
or  all  of  them,  had  to  combine  to  make  up  some  $700,000,000  in  order 
to  make  the  thing  tally  with  the  capitalization  which  had  been 
made? 

Mr.  Smith.  That  was  the  only  conclusion  we  could  arrive  at  from 
the  facts. 

Mr.  LrrrLBTON.  How  much  did  you  find  to  be  the  estimated  value 
at  that  time  of  the  ore? 

Mr.  Smtth.  We  put  our  figure  at  $100,000,000. 

Mr.  liiTTLETON.  Then,  of  course,  there  was  $600,000,000  to  be  di- 
vided up  between  increase  of  efficiency  and  the  creation  of  inflated 
securities  ? 

Mr.  Smith.  There  was  more  than  that,  because  the  companv  also 
overestimated  some  of  its  other  properties.  As  a  matter  of  fact, 
there  was  seven  hundred  millions  to  be  divided  up. 

Mr.  Littleton.  Seven  hundred  millions? 

Mr.  Smith.  Seven  hundred  millions  of  what  we  called  slack. 

Mr.  Littleton.  Seven  hundred  millions  after  you  had  subtracted 
the  ore  valuations,  or  before? 

Mr.  Smith.  I  do  not  quite  understand. 

Mr.  Littleton.  Listen.  You  say  that  your  valuation  of  the  ore  at 
the  time  was  $100,000,000? 

Mr.  Smith.  Yes. 
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Mr.  LrrriiETON.  You  say  there  was  seven  hundred  millions  to  be 
made  up  some  way  which  was  not  represented  by  actual  value? 

Mr.  Smith.  Yes. 

Mr.  limTjrpoN.  Did  you  subtract  one  hundred  millions  from  the 
seven  hundred  millions,  leaving  six  hundred  millions  ? 

Mr.  Smith.  Our  process  was  not  exactly  that.  They  claimed  in 
their  own  estimate  of  1902  a  value  of  $700,000,000  for  the  ore.    We 

Eut  it  at  $100,000,000,  which  left  $600,000,000  slack  in  the  ore.  They 
ad  also  valued  their  other  properties  at  $100,000,000  more  than  we 
had.  So  that  it  left  six  hundred  millions  of  slack  in  the  ore  and 
one  hundred  millions  of  slack  in  the  other  properties. 

Mr.  LrrrLBTON.  So  that  you  valued  the  ore  at  $100,000,000? 

Mr.  Smith.  Yes. 

Mr.  Gabdner.  The  main  difference,  then,  was  the  difference  in 
valuation  of  that  ore? 

Mr.  Smith.  Yes ;  that  is  where  the  great  discrepancy  came. 

Mr.  Littleton.  Has  your  valuation  of  one  hundred  millions  been 
recently  made? 

Mr.  Smith.  We  made  it  only  within  a  year.  We  have  been  work- 
ing on  it  about  a  ^ear.  Let  me  make  it  clear  that  it  is  not  a  valua- 
tion. That  is  a  mistaken  phrase.  It  is,  as  near  as  we  can  get  at  it,  a 
fair  market  price  of  the  ore  at  the  time  it  was  bought.  It  is  not  what 
it  is  worth  now  or  what  it  was  worth  after  the  Steel  Co.  got  it,  be- 
cause the  valuation  might  have  changed  materially,  but  it  is  what  it 
was  worth  when  they  bought  it. 

Mr.  Littleton.  The  fact  that  they  own  it  and  own  so  much  of  it 
and  have  owned  it  so  long  and  have  husbanded  it  and  have  owned 
and  controlled  other  industries  which  use  it  may  have  increased  its 
practical  value,  so  far  as  the  world  is  concerned  now  ? 

Mr.  Smith.  We  have  stated  it  in  this  report.  We  have  stated  that 
the  concentrated  ownership  undoubtedly  a^ded  to  its  value. 

Mr.  Littleton.  Is  it  not  a  fact  that  if  that  is  true,  if  they  ac- 
quired 70  per  cent  of  the  ore 

Mr.  Smith.  Seventy-five  per  cent  now.  I  do  not  think  they  had 
that  at  that  time,  but  they  have  acquired  practically  75  per  cent  now. 

Mr.  Littleton.  Yes;  75  per  cent  now;  and  if  these  great  con- 
cerns were  all  combined  in  the  way  they  were  in  1901,  if  they  were 
able  to  issue  what  appeared  to  be  an  unaccountable  seven  millions 
of  stocks  on  valuations  which  were  not  easy  to  be  seen  at  the  time, 
and  were  able  to  float  those  and  to  earn  dividends  upon  them, 
and  if  they  have  been  able  to  control  the  ore  in  the  earth  up  to 
this  time  in  the  way  that  it  has  been  controlled,  and  acquire  lat- 
terly the  Tennessee  Coal  &  Iron  ore,  about  which  you  have  made 
some  investigation,  is  it  not  a  fact  that  the  difference  in  valuation 
of  $100,000,000  that  is  placed  on  the  ore  as  against  the  $700,000,000 
by  the  Steel  Corporation  of  the  ore  itself  grows  out  of  the  very 
combination  and  monopoly,  and  is  produced  oy  it  ? 

Mr.  Lindabury.  I  object  to  that  as  calling  for  an  opinion  or 
speculation — that  latter,  it  seems  to  me — on  the  part  of  the  witness ; 
and  that  with  regard  to  a  subject  as  to  which  opinion,  I  believe,  is 
not  admissible. 

Mr.  Littleton.  Of  course,  Mr.  Lindabury,  the  report  about  which 
I  am  examining  the  witness  is  itself  filed  with  the  opinions  of  the 
commissioner,  and  I  could  not  do  more  than  ask  him  concerning 
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his  opixdoB  in  the  report.  I  have  no  desire  to  push  the  investiga- 
tion outside  of  the  subiect  matter. 

Mr.  LiNDABURY.  But  I  submit  to  the  committee  that  whatever  re- 
port it  makes  ought  to  be  based  upon  the  facts  and  not  upon  opin- 
ions that  of  one  or  another,  whether  he  be  commissioner  or  not, 
chooses  to  give. 

Mr.  LiTrLETON.  When  Jud^  Gary  was  here  he  was  allowed  for 
days  the  utmost  latitude  of  opmion  upon  everything,  from  economics 
down  to  the  last  election,  it  made  no  differ^ice  what  it  was,  if  he 
thought  it,  and  there  was  no  objection  made.  We  did  not  object, 
because  this  thing  is  a  matt^  of  opinion,  and  the  thing  is  to  get  it 
supported  by  the  greatest  number  of  facts  that  will  shed  light  upon 
it  or  support  it.      ^ 

Mr.  SMrrH.  I  think,  without  raising  any  objection,  I  can  simply 
read  the  language  that  I  used. 

Mr.  Lfttlbton.  Where  is  that? 

Mr.  Sboth.  It  is  on  page  50,  at  the  bottom  of  the  page,  and  we 
have  used  other  language  in  other  parts.  This  is  the  next  paragraph 
fr<Hn  the  bottom : 

Moreover,  a  considerable  part  of  whntever  actual  appreciation  has  occnrred 
in  ore  valaes — 

That  is,  up  to  1910— 

undoubtedly  is  due  to  the  rapid  concentration  of  ore  proiierfy  in  the  hands  of  a 
comparatively  few  interests,  and  esi)ecially  In  the  hands  of  the  Steel  Corpora- 
tion itself. 

That  is  your  point,  I  believe? 

Mr.  LrrrLETON.  Yes.  That  is,  the  valuations  have  increased,  as 
they  are  held  by  one  concern  or  practically  dominated  by  one  concern? 

Mr.  Smfth.  Yes;  undoubtedly. 

Mr.  LmusTON.  Yes.  I  want  to  draw  your  attention  to  this  act 
again,  because,  frankly,  I  have  more  of  a  personal  quarrel  with  this 
act  than  I  have  with  anything  else  I  have  met  for  a  long  time. 
Section  6  reads  as  follows : 

Sec.  6.  That  there  shall  be  In  the  Department  of  Commerce  and  I^bor  a 
bureau  to  be  called  the  Bureau  of  Corjwrations,  and  a  Commissioner  of  Corpo- 
rations, who  shall  be  the  head  of  said  bureau,  to  be  apiwinted  by  the  President, 
who  shall  receive  a  salary  of  $5,000  per  annum.  There  shall  also  be  in  said 
bureau  a  deputy  commissiouer,  who  shall  receive  a  salary  of  $8,500  i)er  annum, 
and  who  shall,  lu  the  absence  of  the  commissioner,  act  as  and  perform  the 
duties  of  the  Commissioner  of  Corporations,  and  who  shall  also  perform  such 
other  duties  as  may  be  assi^ed  to  him  by  the  Secretary  of  Commerce  and 
Liibor  or  by  the  said  commissioner.  There  shall  also  be  In  the  said  bureau  a 
chief  cleric  and  such  8{)ecial  agents,  clerks,  and  other  employees  as  may  be 
authorized  by  law. 

The  said  commissioner  shall  have  power  and  authority  to  make,  under  the 
direction  and  control  of  the  Secretary  of  Commerce  and  I^bor,  diligent  Inyesti- 
gation  into  the  organtzation,  conduct,  and  management  of  the  business  of  any 
corporation,  Joint  stock  company,  or  corporate  combination  engaged  in  commerce 
among  the  several  States  and  with  foreign  nations  excepting  common  carriers 
subject  to  "An  act  to  regulate  commerce,'*  approved  February  4,  1887,  and  to 
gather  such  information  and  data  as  will  enable  the  President  of  the  United 
States  to  make  recommendations  to  Congress  for  legislation  for  the  regulatfoii 
of  such  commerce,  and  to  report  such  data  to  the  President  from  time  to  time 
as  he  shall  require ;  and  the  information  so  obtained  or  as  much  thereof  as  the 
President  may  direct  shall  be  made  public." 

You  have  been  directed^  I  take  it,  by  the  President  to  make  the 
report  which  is  contained  in  the  summary,  part  1  ? 
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Mr.  Smith.  Yes ;  to  make  it  public. 

The  Chaibhan.  You  have  been  requested  first  to  report  it  to  him  t 

Mr.  Smith.  I  first  submitted  it  to  him. 

Mr.  LrrTLBTOK.  And  then  you  were  directed  by  him  to  make  this 
public  ? 

Mr.  Smith.  Yes. 

Mr.  LriTLETOK.  Now,  do  you  understand,  and  is  it  the  contention 
of  your  department,  that  the  fact  that  the  act  says  that  so  much  of 
it  as  the  President  may  direct  shall  be  made  public,  forbids  you  from 
communicating  the  inrormation  thus  received  to  other  branches  of  the 
Government  ? 

Mr.  Smith.  That  is  the  interpretation  that  the  Attorney  General 
has  placed  upon  it,  Mr.  Cionffressman. 

Mr.  Ltttleton.  I  can  understand  perfectly  well  why  you  should 
not  be  allowed  to  make  public  in  a  promiscuous  way  all  the  informa- 
tion as  you  get  it,  because  it  would  defeat  the  objects  of  the  bureau 
itself. 

Mr.  Smith.  Yes. 

Mr.  Littlston.  But  do  I  understand  that  it  is  the  legal  position 
of  your  department  and  of  your  chiefs  there  in  the  department  that 
you  shall  not  be  permitted  to  communicate  all  or  any  of  this  vast 
amount  of  information  that  you  have  to  any  other  branch  of  this 
Government  ? 

Mr.  Smith.  I  think  there  is  no  question  about  that  position,  Mr. 
Congressman.  The  question  arose  about  two  years  ago  in  a  similar 
case  with  the  Senate  committee. 

Mr.  LiTTLBTON.  I  think  I  have  that  report  before  me,  and  I  want 
you  to  point  out  to  me  where  the  Attorney  General  held  that  you 
would  not  be  permitted  to  communicate  to  some  other  branch  of  the 
Government  this  information  ? 

Mr.  Smith.  I  have  not,  of  course,  the  report,  but  here  is  the  lan- 
guage of  the  Attorney  General  in  his  opinion  to  me : 

I  am,  therefore,  compelled  to  advise  you  that  according  to  the  proper  con- 
struction of  section  G  of  the  act  to  create  the  Department  of  Commerce  and 
Labor  It  Ls  not  permissible  for  you  to  disclose  the  information  or  data  col* 
lected  by  you  or  your  predecessors  iis  head  of  the  Bureau  of  Corporntlons  unless 
by  special  direction  of  the  President. 

Mr,  LdTiLBroN.  He  did  not  say  to  whom  you  were  not  allowed  to 
disclose  it. 

Mr.  Smith.  It  was  in  connection  with  the  request,  which  we  dis- 
cussed previous  to  that,  of  the  Senate  committee,  and  was  directly 
applicable  to  that  request.  I  put  up  the  question  to  him  in  the  form 
of  a  letter  asking  him  whether  I  had  authority  to  communicate  that 
information  to  the  Senate  committee,  and  I  got  this  opinion  in  repljp^. 

Mr.  Littleton.  Did  you  at  that  time  or  since  that  time  investi- 

fate  the  absorption  of  the  Tennessee  Coal  &  Iron  Co.  by  the  United 
tates  Steel  Corporation? 

Mr.  Smitii.  To  a  certain  extent,  in  so  far  a§  we  refer  to  it  in  this 
reoort.    That  appears  here. 

Mr.  LdTTLETON.  You  simply  refer  here  to  the  fact.    Well,  you  have 
referred  to  it  in  several  places  ? 
Mr.  Smith.  Yes;  we  have  not  a  very  long  reference  to  it  there. 
Mr.  Littleton.  No.    Were  you  commissioner  at  the  time  the  ab- 
sorption of  the  Tennessee  Coal  &  Iron  Co.  took  place? 
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Mr.  Smith.  Yes ;  I  was.    That  was  in  October,  1907. 

Mr.  Littleton.  In  November,  1907,  was  it  not  ? 

Mr.  Smith.  October  or  November — ^ri^ht  after  the  panic;  at  the 
end  of  the  panic.    The  panic  started  October  24, 1  think,  was  it  not? 

Mr.  LiNDABURY.  That  was  when  the  panic  began.  The  so-called 
absorption  was  later. 

Mr.  Littleton.  I  use  that  word  for  convenience  sake.  We  all 
know  how  the  trade  was  really  made. 

Mr.  Smith.  Yes. 

Mr.  Littleton.  Did  your  department  at  that  time  investigate  the 
Tennessee  Coal  &  Iron  absorption  ? 

Mr.  Smith.  No. 

Mr.  Littleton.  Had  you  at  that  time  investigated  it? 

Mr.  Smith.  No. 

Mr.  Littleton.  Had  you  any  information  at  that  time  concern- 
ing the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Smith.  We  may  have  had  a  little  in  connection  with  our  gen- 
eral work  on  the  steel  industry. 

Mr.  Littleton.  When  did  you  begin  this  investigation  of  the  steel 
industry  ? 

Mr.  Smith.  As  I  said  at  the  start,  I  can  not  say  exactly  when  we 
did  begin  it.  We  take  these  things  up  first  in  a  somewhat  tentative 
manner,  and  carry  them  along;  and  I  was  not  commissioner  when  it 
started,  but  I  know  it  started  as  early  as  1906. 

Mr.  Littleton.  When  did  you  become  commissioner? 

Mr.  Smith.  In  March,  1907. 

Mr.  Littleton.  Since  that  time  you  have  personal  knowledge  of 
what  has  been  done  in  regard  to  this  investigation? 

Mr.  Smith.  In  so  far  as  the  chief  of  the  bureau  can. 

Mr.  LnTLETON.  Since  1907  your  department  has  been  more  or  less 
industriously  investigating  the  three  branches  of  the  organization  of 
the  steel  industry,  as  you  have  indicated  in  your  report? 

Mr.  Smith.  Yes. 

Mr.  Littleton.  And  this  is  the  first  report  that  has  been  made  on 
that  subject,  either  to  the  President  or  which  has  been  made  public? 

Mr.  Smith.  Yes. 

Mr.  Littleton.  Have  you  communicated  to  the  Attorney  General 
or  to  the  Department  of  Justice  any  of  the  data  or  information  which 
you  have  obtained  since  March,  1907? 

Mr.  Smith.  On  the  steel  industry  ? 

Mr.  Littleton.  Yes. 

Mr.  Smith.  I  think  not.  If  I  have,  it  has  been  by  the  order  of  the 
President ;  and  so  far  as  I  can  recollect  we  have  not.  We  ^ve  noticing 
to  anybody  or  any  department  without  the  order  of  the  President. 

Mr.  LrrriiBTON.  Were  you  directed  to  submit  this  summary  to  the 
Department  of  Justice  between  the  time  of  its  disclosure  and  the 
time  that  the  President  directed  you  to  make  it  public? 

Mr.  Smith.  No  ;  we  were  simply  ordered  to  make  it  public  We 
sent  copies  to  the  Department  of  Justice  when  it  became  public. 

Mr.  McGiLLicuDDY.  Mr.  Commissioner,  on  page  9  of  the  sum- 
mary you  say: 

But  of  the  Lake  ores,  on  which  the  present  steel  Indu8ti*y  Is  bnsed.  It  lias 
about  76  per  cent,  nnd  this  advantn^e  is  materially  enhanced  by  Its  extensive 
control  of  the  rail  transportation  of  the  ore  from  the  mines  to  the  Lakes. 
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Will  you  state  what  advantages  the  company  derived  by  reason 
of  that  so-called  Hill  lease,  in  detail? 

Mr.  Smith.  The  Hill  lease? 

Mr.  McQiLLicuDDT.  Yes ;  I  think  that  was  the  advantage  you  re- 
ferred to. 

Mr.  Smith.  No;  that  was  not  that  advantage  we  referred  to  there. 
.  Mr.  McGiLLicnDDY.  What  advantage  did  you  refer  to  ?  ^ 

Mr.  Smith.  We  referred  to  the  matter,  as  stated  later  in  the  re- 
port, of  the  ownership  or  control  of  the  Duluth,  Missabe  &  Northern 
and  the  Duluth  &  Iron  Range  Eailroads,  the  two  important  rail- 
roads. 

Mr.  McGiiiLicuDDT.  Does  the  Steel  Co.  control  those  transporta- 
tion lines? 

Mr.  Smith.  Yes. 

Mr.  McGiLLicuDDY.  Do  they  own  them? 

Mr.  Smith.  They  own  them  through  subsidiaries ;  yes,  sir. 

Mr.  McOiuJCiTDDT.  There  is  no  competition  in  that  regard  ? 

Mr.  Smith.  No.  Oh,  there  is  competition  in  ore  carrying.  The 
Great  Northern  carries  ore  also.  That  is  a  matter  of  public  knowl- 
edfi;e. 

Mr.  McGnjiicxTDDY.  No;  but  I  mean  between  these  roads.  Now, 
what  advantage  do  they  acquire  by  the  Hill  lease  ? 

Mr.  Smith.  We  do  not  allow  them  much  advantage  from  the  Hill 
lease. 

Mr.  LiNDABURY.  I  do  not  think  you  want  to  charge  them  with  much 
advantage  on  that. 

Mr.  McGrLLicuDDY.  You  say  here: 

Thlfi  lease  covered  enormous  ore  holdings. 

That  is  on  page  x  of  the  letter  of  submittal.     * 

'Mr.  Sjctth.  Yes ;  this  lease  covered  enormous  ore  holdings. 

Mr.  McGiLucuDDY.  Wliat  was  the  extent  of  these  ore  holdings 
that  you  speak  of  as  enormous? 

Mr.  Smith.  I  have  not  an  idea  what  it  was.    I  could  not  give  it. 

Mr.  McGiLLicuDDY.  Does  not  your  information  cover  it? 

Air.  Smith.  I  think  it  will,  show  the  extent  of  it.  I  am  not  sure 
that  it  will  show  it  distinctly,  but  it  will  cover  whatever  we  have  got. 

Mr.  LiNDABURY.  Is  your  76  per  cent  outside  of  that  ? 

Mr.  Smith.  I  think  that  is  outside  of  the  Hill  lease. 

Mr.  McGiLUGUDDY.  I  was  going  to  ask  that  question,  whether 
the  75  per  cent  included  the  enormous  holdings  under  that  lease  or 
not? 

Mr.  Smith.  I  do  not,  for  the  moment,  recollect. 

Mr.  LixDABTJBY.  I  have  rather  understood  that  it  did. 

Mr.  Smith.  But  I  understand  that  it  does ;  but  I  do  not  know. 

Mr.  McGiLLicuDDY.  On  page  ix  you  speak  of  the  corporation 
having  about  75  per  cent  of  these  lake  ores. 

Mr.  Smith.  Yes. 

Mr.  McGiLLicuDDY.  Then  you  speak  of  the  advantage  being  ma- 
terially enhanced  by  the  extensive  control  of  railroad  transportation. 

Mr.  Smith.  Yes. 

Mr.  McGn-LicuDDY.  And  then  you  speak  of  the  Hill  lease,  and  say 
that  that  covered  enormous  ore  holdings. 

Mr.  Smith.  Yes ;  I  think  that  must  be  included  in  the  75  per  cent. 

Mr.  McGiLUCUDDY.  And  that  is  what  I  wanted  to  know. 
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Mr.  Smith.  It  is  a  little  hard  to  keep  all  these  matters  in  mind. 

Mr.  McGiLLicuDDY.  Have  you  a  copy  of  that  Hill  lease? 

Mr.  LiNDABURY.  Did  we  not  furnish  that  to  the  committee  at  an 
early  date? 

Mr.  Smith.  As  I  recollect,  a  copy  of  that  lease  is  a  volume  about 
six  inches  thick. 

The  Chaermak.  A  copy  of  the  Hill  lease  was  in  the  minutes. 

Mr.  LiNDABtrHT.  I  think  so. 

The  Chairman.  I  made  a  copy  of  it. 

Mr.  Smith.  We  have  seen  a  copv  of  it. 

Mr.  LiNDABURY.'  If  it  has  not  already  been  produced  we  will  pro- 
duce it. 

The  Chairman.  All  right. 

Mr.  LiNDABURY.  One  of  the  points  about  it  to  which  attention  has 
already  been  called  is  that  it  is  terminable  by  the  company  at  a 
short  date.    I  guess  it  will  be  terminated.  ^  ^    ^ 

Mr.  LiTTLiETON.  At  what  did  you  fix  the  valuation  of  the  Ten- 
nessee Coal  &  Iron  Co.,  as  an  aaditional  property  acquired  by  the 
Steel  Corporation  since  1901? 

Mr.  Smith.  The  Tennessee  Coal  &  Iron  Co.  I. think  we  fixed  at 
$49,000,000  or  $59,000,000.     I  think  it  was  $59,000,000. 

Mr.  Littleton.  On  page  41  it  is  given  as  $59,445,358. 

Mr.  Smith.  The  value  of  the  Tennessee  Coal  &  Iron  Co.,  as  of  the 
time  it  was  acquired,  is  given  on  page  44  as  $49,842,295. 

Mr.  Littleton.  What  did  you  base  that  valuation  on  ? 

Mr.  Smith.  We  did  not  have  very  much  information  on  that,  not 
so  much  as  we  would  like  to  have  had.  We  give  it  in  the  next  para- 
graph— that  is,  on  the  next  page. 

Mr.  LiNDABURY.  You  give  what  information  you  had? 

Mr.  Smith.  We  give  an  idea  of  it.  We  will  give  it  more  in  full, 
of  course,  when  we  nave  the  last  report. 

Mr.  Littleton.  You  were  not  able  at  that  time,  do  vou  mean,  to 
embody  in  that  summary  a  more  substantial  and  reliable  valuation 
of  the  Tennessee  Coal  &  Iron  Co.  property  at  the  time  it  was  ac- 
quired ? 

Mr.  Smith.  We  cave  the  best  we  had. 

Mr.  Littleton.  Is  that  valuation  based  on  the  market  quotations 
at  the  time  ? 

Mr.  Smith.  We  referred  to  that  and  took  it  into  account. 

Mr.  Littleton.  Did  you  make  inquiry  or  has  your  department  ob- 
tained any  information  as  to  the  ore  properties  of  the  Tennessee  Coal 
&  Iron  Co.  ? 

Mr.  Smith.  Yes ;  we  have  information  as  to  them. 

Mr.  Littleton.  Judge  Gary  has  stated,  I  think,  if  I  recollect  it 
right,  that  there  was  something  like  700,000,000  tons  of  iron  ore, 
estimated,  of  the  Tennessee  Coalft  Iron  properties.  Does  that  meet 
your  view? 

Mr.  Smith.  I  can  not  give  that. 

Mr.  LiNDABURY.  Are  you  not  mistaken?  Did  he  not  mention  that 
as  perhaps  all  sorts  of  ore  ?  He  did  not  give  that  as  marketable  ore, 
did  he  ? 

Mr.  Littleton.  I  said  iron  ore.  He  gave  that  as  the  totaL  I  did 
not  classify  the  ore.  I  was  examining  him,  and  my  recollection  is 
that  he  said  there  was  700,000,000  tons  of  ore  in  the  Tennessee  Coal 
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&  Iron  property,  but  he  did  not  differentiate  in  that  statement  as  to 
the  marketable  character  of  the  ore. 

Mr.  LiNDABURY.  I  think  he  said  that  one-half  of  that  could  be 
regarded  as  marketable. 

Jlr.  Littleton.  You  have  not  the  facts  on  that? 

Mr.  Smith.  I  have  not  the  facts,  but  even  if  I  had  them  in  my 
mind,  their  value  would  be  questionable,  because  the  grade  of  the  con- 
tents makes  such  a  difference.  There  is  iron  everywhere,  joxx  know. 
It  has  been  estimated  that  6  per  cent  of  the  earth's  crust  is  iron  ore. 

Mr.  Littleton.  Of  the  earth's  crust? 

Mr.  Smith.  That  is  a  statement  that  I  have  heard  from  some 
geologist. 

The  Chairman.  How  much  of  the  earth's  crust  do  you  find  that 
this  concern  now  owns? 

Mr.  Smith.  Do  not  ask  me.  Congressman. 

Mr.  Lindabury.  Only  an  infinitesimal  proportion  of  1  per  cent. 

Mr.  Littleton.  Have  you  been  requested  by  the  Department  of 
Justice  or  the  President,  at  any  time  during  your  service  there,  to 
specifically  investigate  the  absorption  of  the  Tennessee  Coal  ft  Iron 
Oo.  by  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  No. 

Mr.  LrrtLETON.  And  you  have  made  no  such  investigation  ? 

Mr.  Smith.  Nothing  more  than  we  have  included  here,  and  will 
include  in  the  other  part. 

Mr.  Gardner.  I  call  your  attention,  Mr.  Littleton,  to  a  question  you 
asked  Judge  Gary : 

Mr.  Littleton.  How  much  ore  did  It  add  to  the  possession  of  the  United  States 
Steel  Corporation? 

Mr.  Gaby.  There  was  an  estimate,  at  the  time  we  pnrchased,  of  700»000,000 
tons  of  ore :  about  400.000  tons*  as  I  remember,  of  which  was  usiible,  on  top  of 
the  other — usable  by  their  method. 

I  have  that  marked  with  a  question  mark.  I  suspect  it  means 
400,000,000  tons  instead  of  400,000  tons,  does  it  not  ? 

Mr.  Lrm^rroN.  It  must  mean  that. 

Mr.  LiNDABtTRY.  That  was  the  figure  that  I  had  in  mind. 

Mr.  Oardnbr.  It  must  mean  400,000,000  tons  which  was  usable,  on 
top  of  the  other. 

Mr.  Lindabury.  Undoubtedly  that  means  400,000,000  tons. 

Mr.  LiTTLBTON.  Judge  Gary  is  made  to  say  by  the  record,  at  pages 
lS4andl25: 

There  was  an  estimate  at  the  time  we  purchased  of  700,000,000  tons  of  ore, 
about  400,000  tons,  as  I  remember,  of  which  was  usable,  on  top  of  the  other. 

Instead  of  400,000  tons  it  should  be,  by  mutual  consent  or  under- 
standing, 400,000,000  tons. 

Mr.  LiNDABiniY.  I  would  not  want  to  consent  to  change  Judge 
Ga^'s  testimony. 

Mr.  Littleton.  Well,  put  it  as  our  recollection,  then. 

Mr.  Lindabury.  My  recollection  is  that  he  said  400,000,000  tons. 

The  Chairman.  Tea  The  Tennessee  Coal  &  Iron  Co.  made  re- 
ports, which,  if  I  am  not  mistaken,  were  submitted  at  the  time  the 
property  was  taken  over,  giving  detailed  statements  of  red  iron  ore 
and  brown  ore,  and  all  the  ore. 

Mr.  Littleton.  That  is  just  a  correction  of  the  record. 
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Mr.  LiNDABURT.  He  might  have  said  400,000  when  he  meant  400,- 
000,000,  and  that  that  is  what  he  had  in  mind  and  intended  to  say 
I  am  as  convinced  as  you  are. 

Mr.  BeaU/.  Now,  I  want  to  get  a  little  more  information  with  re- 
gard to  the  genesis  of  this  investigation  by  your  bureau.  I  under- 
stand that  at  the  time  it  originally  started  you  were  not  at  the  head 
of  the  bureau  ? 

Mr.  Smith.  No  ;  I  was  not. 

Mr.  Beall.  Did  you  hold  a  position  in  the  bureau  ? 

Mr.  Smith.  I  was  deputy  commissioner  at  that  time, 

Mr.  BEAUi.  You  were  deputy  commissioner  at  that  tmie? 

Mr.  Smith.  Yes. 

Mr.  Beall.  Did  you  have  any  connection  with  the  inception  of 
this  investigation? 

Mr.  S»iiTH.  Practically  none.  I  recollect  that  Mr.  Oarfield,  who 
was  then  commissioner,  talked  to  me  about  it  a  little,  and  I  think  he 
and  I  had  a  talk  with  Judge  Gary  in  New  York,  simplv,  as  I -recol- 
lect it,  arranging  some  date  when  our  men  would  sena  for  the  infor- 
mation, but  I  had  very  little  to  do  with  it.  Mr.  Garfield  and  I  divided 
our  duties  up. 

Mr.  Beall.  This  act  provides  that  investigations  of  this  kind  shall 
be  made  under  the  direction  and  control  of  the  Secretary  of  C!onmierce 
and  Labor.  Was  there  any  specific  direction  of  the  Secretary  of 
Commerce  and  Labor  to  inaugurate  this  investigation? 

Mr.  Smith.  My  impression  is  that  there  was,  but  I  do  not  remem- 
ber that. 

Mr.  Beall.  Do  you  know  in  what  form  that  direction  came  ? 

Mr.  Smith.  No  ;  I  do  not. 

Mr.  Beall.  To  what  did  it  apply;  to  what  did  it  extend? 

Mr.  Smith.  The  direction  ? 

Mr.  Beall.  Yes. 

Mr.  Smith.  My  recollection  is  very  va^e  there,  because  I  knew 
so  little  about  it.  I  suppose  it  was  a  direction  to  investigate  the 
steel  industry.    That  is  the  way  our  directions  generally  come. 

Mr.  Beall.  That  would  include  an  investigation,  then,  not  only 
of  the  United  States  Steel  Corporation  but  of  all  corporations  or 
concerns  engaged  in  the  production,  in  the  manufacture,  of  steel? 

Mr.  Smith.  That  is  what  we  have  done.  This  report  is  on  the 
steel  industry. 

Mr.  Beall.  According  to  your  recollection,  the  investigation  be- 
gan as  early  as  1906? 

Mr.  Smith.  Certainly  as  early  as  that,  I  think. 

Mr.  Beall.  Do  you  think  it  is  probable  that  it  began  earlier? 

Mr.  Smith.  As  I  said,  those  investigations  very  often  started  in 
a  sort  of  tentative  way.  You  could  hardly  strike  the  head  of  the 
river  at  its  source.    You  can  hardly  tell  where  it  starts. 

Mr.  Beall.  From  the  time  it  did  begin  it  has  continued  down  to 
the  present  time? 

Mr.  Smith.  Yes;  with  such  interruptions  as  were  forced  on  us  by 
such  imperative  work  as  Congress  or  the  President  called  for. 
.Mr.  Beall.  Can> you  give  the  committee  any  idea  of  the  expense 
that  has  been  incurred  in  this  investigation  ? 

Mr.  Smith.  I  can;  but  I  could  not  do  it  right  here.  We  keep  a 
very  accurate  cost  record. 
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Mr.  Beall.  Could  you  do  that  so  as  to  form  some  idea  now ;  could 
you  lump  it  ? 

Mr.  Smith.  No,  sir ;  I  could  not. 

Mr.  Lnn>ABUBY.  You  are  not  charging  that  against  the  Steel 
Corooration  i 

Mr.  Beall.  No  ;  it  has  enough  to  answer  for  without  being  charged 
with  that. 

About  how  many  men  have  you  had  engaged  in  that  work  ? 

Mr.  Smith.  I  should  say  on  the  average  we  have  had  8  or  10  men; 
perhaj)8  sometimes  more.  I  think  the  average  would  be  about  8: 
that  IS  mv  impression — ^that  is,  of  those  who  are  directly  engaged 
on  it.  Of  course  other  parts  of  our  force  handled  it,  as  they  handle 
all  other  material.  The  stenographers  handled  it,  and  the  comput* 
inff  division. 

Mr.  Beall.  Those  10  represent  agents  of  the  department  that 
were  directly  engaged  in  the  collecting  and  digesting  of  this  infor- 
mation ? 

Mr.  Smith.  That  applies  to  our  whole  department  on  all  lines  of 
investigation.  There  is  a  division  of  steel  investigation  and  a  divi- 
sion of  lumber,  and  there  is  a  man  at  tiie  head  of  each  of  these  divi- 
sions with  a  number  of  men  definitely  assigned  to  him. 

Mr.  Beall.  Eight  or  ten  men  have  been  designated  to  do  this  par- 
ticular work? 

Mr.  Smith.  Yes. 

Mr.  Beall.  Where  have  these  men  been  en^ged  in  this  work? 
Have  they  been  very  largely  here  in  Washm^on,  or  elsewhere 
throughout  the  country  ? 

Mr.  Smith.  Mostly  in  Washington,  especiaUy  since  the  first  year 
of  the  work.  The  field  work  was  done  largely  during  the  first  year 
or  so,  and  most  of  the  work  has  been  since  uien  in  Washington. 

Mr.  Beall.  In  the  prosecution  of  this  work,  did  they  visit  the  dif- 
ferent corporations  that  were  engaged  in  the  steel  industry  ? 

Mr.  Smith.  Some  of  them  did ;  yes,  sir. 

Mr.  Beall.  How  many  of  them  did  you  visit,  personally? 

Mr.  Smith.  Well,  I  do  not  think  I  visited  any  plants.  I  visited 
the  Steel  Corporation  office.  I  think  that  is  the  only  one  I  had  the 
chance  to  go  to. 

Mr.  Beall.  Did  you  visit  the  plant  or  the  office  of  the  Steel  Cor- 
poration? 

Mr.  Smith.  The  office.  You  understand  that  at  the  time  that  field 
work  was  beinff  done  I  was  deputy^  commissioner  and  did  not  have 
much  to  do  wim  the  steel  investigation. 

Mr.  Beall.  How  many  times  did  you  visit  their  office? 

Mr.  Smith.  The  office  of  the  Steel  Corporation  ? 

Mr.  Beall.  Yes. 

Mr.  Smith.  My  impression  is  that  I  have  been  in  their  offices 
twice;  possibly  three  times. 

Mr.  Beall.  With  whom  did  you  have  your  conferences?  With 
whom,  representing  the  Steel  Corporation,  were  your  conferences 
held? 

Mr.  Smith.  The  first  time  in  the  Steel  office  was  with  Judge 
Gktry,  and  I  do  not  think  anyone  else  was  present.  The  second  time 
Judee  Gary  and  W.  J.  Filbert,  the  controller  of  the  corporation,  and 
Mr.  Trimble,  the  secretary,  and  two  of  my  own  men  were  there. 
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Mr.  BeaUj.  And  these  visits  were  at  about  the  same  time,  or  was 
there  considerable  interval  between? 

Mr.  Smith.  There  was  considerable  interval  between.  I  should 
think  a  year,  at  least. 

Mr.  Beall.  What  was  the  purpose  of  your  interview  with  Judge 
Gbry  and  other  representatives  of  the  Steel  Corporation  ? 

Mr.  Smith.  The  purpose  of  the  first  interview  was  to  get  Judge 
Gary  to  consent  to  our  keeping  those  transcripts  of  the  cost  sheets 
which  I  have  spoken  of  for  a  while  longer.  We  had  made  tran- 
scripts, rather  against  our  original  pledge  not  to  keep  copies,  and  my 
visit  was  to  see  the  judge  in  order  to  see  whether  we  were  complying 
with  the  spirit  of  that  pledge,  and  I  wanted  to  see  and  ask  them 
whether  we  could  keep  these  cost  sheets  until  the  Ist  of  November. 
That  was  the  first  interview.  The  second  interview  was  shortly  be- 
fore we  published  this  report.  We  had  a  number  of  details  and 
figures  that  we  were  not  entirely  clear  about,  so  that  I  took  two  of 
my  men,  at  any  rate,  and  went  over  to  the  corporation's  offices.  We 
were  in  a  hurry,  because  we  wanted  to  get  this  through  for  you  gen- 
tlemen as  fast  as  we  could,  and  we  went  over  to  New  i  ork  and  spent 
a  day  there  going  over  tnis  matter  where  we  were  not  thoroughly 
satisfied  about  the  completeness  of  our  information,  with  the  gentle- 
men I  named. 

Mr.  Beall.  That  was  ^tting  their  consent  to  retain  the  cost  lists? 

Mr.  Smith.  The  first  mterview  was  to  get  their  consent  to  retain 
copies  of  the  cost  lists  until  the  1st  of  November,  and  the  second  visit 
was  to  get  further  information  on  points  we  found  we  were  not 
entirely  clear  on. 

Mr.  Beall.  You  requested  the  Steel  Corporation  to  give  you  cer- 
tain data — certain  information? 

Mr.  Smith.  Yes. 

Mr.  Bball.  Were  these  requests  in  writing  or  were  they  verbally 
made? 

Mr.  Smith.  Do  you  mean  at  the  last  visit  we  made? 

Mr.  Beall.  Your  general  custom  in  seeking  information  of  the 
Steel  Corporation  is  what? 

Mr.  Smith.  We  almost  always  make  the  requests  in  writing. 

Mr.  Beall.  Of  course  you  have  copies  of  those  requests  in  your 
office? 

Mr.  Smith.  Oh,  ves. 

Mr.  Beall.  Did  the  United  States  Steel  Corporation  respond 
to  those  requests? 

Mr.  Smith.  In  general,  they  did.  As  far  as  I  can  recall  they 
responded  to  all  of  them.  There  were  some  they  said  they  could 
not  furnish;  they  had  not  got  the  material. 

Mr.  Beall.  Was  there  any  question  at  any  time  raised  by  Judge 
Gary,  or  anyone  else  connected  with  the  Steel  Corporation,  as  to 
the  propriety  or  advisability  of  furnishing  your  department  with 
information  you  sought? 

Mr.  Smith.  There  was  no  question  raised  after  he  had  imposed 
the  condition  I  spoke  about,  as  to  the  cost  sheets;  that  those  must 
be  returned,  and  we  were  not  to  keep  copies  of  them. 

Mr.  Beall.  Now,  let  us  see  if  I  understand:  Under  the  law  you 
had  a  right  to  demand  this  information  without  any  condition* at* 
tached  ? 
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Mr.  Smith.  We  had  a  ri^ht  to  subpoena  them. 

Mr.  Beall.  You  had  a  right  to  subpoena  ihemi 

Mr.  Smfth.  Yes. 

Mr.  BsALL.  You  had  the  ri^ht  to  compel  the  production  of  any 
books  or  papers  or  data  of  any  Idnd  in  relati(m  to  to  the  Steel  Corpo- 
ration? 

Mr.  Smith.  Yes. 

Mr.  Beall.  Why  did  not  the  department  or  the  Bureau  of  Cor- 
porations resort  to  an  exercise  of  that  right  t 

M^.  Smith.  There  were  two  very  good  reascms  for  that.  In  the 
first  place,  if  we  had  exercised  that  right  we  would  have  had  to  issue 
a  subpoena,  and  that,  under  our  law,  would  have  given  immunity  as 
to  all  prosecution  as  to  an3rtliing  to  which  they  gave  informauon, 
and  neither  Mr.  Garfield  nor  myself  wanted  to  take  any  such  chances. 

In  the  second  place,  the  law  of  the  bureau  itself  has  never  been 
legally  construed,  except  in  one  minor  instance,  and  the  forcing  of 
the  question  adversely  might  have  taken^  I  presume,  a  Icmg  litigation 
to  the  Supreme  Court  before  we  sot  any  information  at  all.  It  mi^ht 
have  hung  us  up  for  three  or  four  years,  perhaps.  But  the  chief 
reason  was  the  question  of  our  reluctance  to  ^ve  any  immunity. 

Mr.  Beall.  Did  you  advise  Judge  Gary  that  that  was  the  reason 
you  were  making  your  request  in  the  form  yon  did? 

Mr.  Smith.  I  did  not  advise  him  so.  I  do  not  know  what  Mr. 
I  Garfield  did. 

Mr.  Beall.  Did  you  discuss  with  Judge  Gary  the  question  of  im- 
munity in  any  kind  of  way? 

Mr.  Smith.  I  never  have. 

Mr.  Beall.  At  the  time  vou  were  seeking  this  information  there 
was  no  prosecution  of  any  kind  pending  or  in  contemplation,  so  far 
as  you  knew? 

Mr.  Smith.  So  far  as  I  knew ;  no,  sir. 

Mr.  Beall.  Up  to  the  present  time,  so  far  as  you  know,  none  has 
been  instituted? 

Mr.  Smith.  Of  course,  there  are  the  various  wire  indictments,  but 
none  aminst  the  Steel  Corporation  by  the  Federal  Government. 

Mr.  Beall.  And  these  prosecutions  that  vou  refer  to  have  been 
instituted  within  the  last  two  or  three  weeks  ? 

Mr.  SMrrH.  Those  are  the  ones  I  meant — ^two  or  three  weeks  ago. 

Mr.  Beall.  Those  are  the  ones  to  which  you  referred  ? 

Mr.  Smith.  Yes. 

Mr.  Beall.  I  notice  in  Judge  Gary's  testimony  that  he  says  that 
he  has  furnished  information  at  a  cost  to  them  of  manv  hundreds 
of  thousands  of  dollars.  Was  the  information  furnished  by  the 
Steel  Corporation  very  expensive? 

Mr.  Smith.  Yes. 

Mr.  Beall.  The  information  that  you  have  that  came  from  the 
Steel  Corporation  is  information  that  was  furnished  you  without 
an vbody  being  nnder  oath  ? 

Mr.  Smith.  Yes. 

Mr.  Beall.  The  facts,  then,  that  you  have  in  your  office  as  the 
result  of  this  investigation  are  statements  of  facts,  or  statements  of 
alleged  ftfcts,  that  are  not  supported  by  the  oath  of  anyone  ? 

Mr.  Sboth.  So  far  as  the  Steel  Corporation  is  concerned.  Of 
course  we  have  certain  information  that  came  in  another  connec- 
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tion,  which  is  in  the  form  of  affidavits,  but  not  made  as  affidavits  to 
us;  they  are  affidavits  in  court  suits. 

Mr.  LiNDABURT.  Will  you  pardon  met  Will  you  ask  him  if  this 
information  he  got  from  the  Steel  Corporation  was  a  transcript  of 
books  and  accounts  ?    That  is  what  I  suppose  it  was. 

Mr.  Beall.  What  was  the  character  of  the  information  that  was 
given  to  you  by  the  United  States  Steel  Corporation? 

Mr.  Smith  Ahnost  wholly  copies  of  books^  transcripts  from 
books,  accounts,  and  records  of  various  sorts — ^mmutes. 

Mr.  BeaiaL.  Did  anybody  representing  your  bureau  examine  the 
books  and  minutes  and  records  of  the  Steel  Corporation  to  verify 
the  correctness  of  statements  thus  furnished  9 

Mr.  Smith.  Very  largely.    We  went  back  and  examined  them. 

Mr.  LiNDABUBY.  He  testified  to  that  this  morning. 

Mr.  Smith.  Yes. 

Mr.  Beall.  Did  they  examine  those  thinffs  for  the  purpose  of 
ascertaining  whether  or  not  the  information  that  had  been  furnished 
was  complete,  whether  it  represented  all  the  facts  that  might  be 
fumishea  by  those  records? 

Mr.  Smith.  We  examined  them  for  both  purposes,  as  to  complete- 
ness and  accuracy. 

Mr.  Beall.  Did  they  send  those  excerpts  from  the  books  and 
records  here  to  Washin^n? 

Mr.  Smith.  Yes;  I  think  entirely  so. 

Mr.  Beall.  And  the  examination  of  these  excerpts  was  made  here 
in  Washington? 

Mr.  Smith.  The  examination  by  whom  ? 

Mr.  Beall.  The  examination  by  the  representatives  of  your  bu- 
reau. They  would  send  the  copies  of  the  records,  the  transcripts  of 
the  records,  to  you  here? 

Mr.  Smith.  Yes. 

Mr.  Beall.  And  you  would  examine  them  here? 

Mr.  Smith.  Yes. 

Mr.  Beall.  Would  the  representative  of  your  department  go  to 
the  books  from  which  they  were  purported  to  have  been  taken  and 
examine  those  books  and  pass  upon  the  correctness  of  those  tran- 
scripts ? 

Air.  Smith.  One  of  my  men  would  take  the  transcripts  sent  and 
^o  directly  to  the  office  of  the  corporation,  after  he  had  got  a  lot  of 
Qiem,  and  check  them  risht  back  on  the  books  of  the  corporation — 
pick  out  selected  items  through. 

Mr.  Beall.  Of  course,  if  it  had  not  been  for  the  question  of  im- 
munity and  the  other  proposition  you  mentioned,  you  could  prob- 
ably have  gotten  more  satisfactory  information  by  utilizing  the 
agencies  that  were  provided  by  lawl 

Mr.  Smith.  I  am  not  entirely  clear  about  that.  You  can  often 
et  a  good  deal  more  by  cooperation  than  you  can  by  compulsion. 

ou  can  see,  as  a  matter  of  fact,  exactly  what  might  happen.  Sup- 
pose you  were  to  go  at  a  corporation  m  a  hostile  way  and  serve  a 
subpoena  on  them,  saying,  ^^  You  have  got  to  give  it  up,''  and  they 
should  say,  "  We  will  not."  It  is  perfectly  easy  to  lose  books  and 
records  ana  destroy  evidence  in  a  way  that  can  not  be  discovered. 

Mr.  Beall.  You  have  no  suspicion  that  anything  of  that  kind 
would  have  been  done  in  a  great  corporation  like  this? 
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Mr.  Smith.  I  have  seen  it  done  in  other  corporations.  I  do  not 
want  to  take  any  chances  with  any  corporation.  I  do  not  mean  to 
say  that  it  would  have  been  done,  but  it  is  not  our  business  to  take 
any  chances,  of  course. 

Mr.  Bball.  But,  at  least,  whatever  data  you  might  have  obtained 
in  the  other  way  would  have  been  data  supported  by  oath. 

Mr.  Smith.  I  would  not  have  considered  that  much  more  valua- 
ble, or  any  more  valuable. 

Mr.  Beall.  Did  you  get  from  the  other  steel-making  concerns 
these  cost  sheets? 

Mr.  Smith.  From  a  ereat  many  of  them ;  yes ;  of  what  they  call 
the  primary  concerns,  the  ones  that  make  the  cruder  forms  of  steeL 

Mr.  Beall.  Were  they  secured  with  the  same  sort  of  promise  of 
secrecy? 

Mr.  Smith.  Yes ;  we  had  to  treat  them  all  alike,  of  course. 

Mr.  Beall.  And  in  regard  to  the  returning  of  originals  and  the 
destruction  of  any  transcripte  you  might  make? 

Mr.  Smith.  Yes ;  we  had  to  treat  them  all  alike. 

Mr.  Beall.  The  statements  that  are  made  in  this  report  are  state- 
ments that  are  based  upon  the  information  that  you  secured,  or  that 
your  department  secured,  during  all  these  years?  * 

Mr.  Smtth.  Yes. 

Mr.  Beall.  And  all  these  statements  contained  in  this  report,  in 
your  judgment,  are  supported  by  facts  that  you  secured  ? 

Mr.  Smith.  Yes. 

Mr.  Beall.  In  the  letter  of  submittal  you  say  that  the  dominant 
concern  is  the  United  States  Steel  Corporation.  What  do  you  mean 
by  that?    Dominant  in  what  respect? 

Mr.  Smith.  I  should  have  to  leave  you  to  draw  your  own  con- 
clusions from  that.    That  is  the  concern  that  dominates. 

Mr.  Beall.  Does  it  dominate  in  the  production,  or  does  it  dominate 
in  the  price  ?    You  mean  something  by  that  statement. 

Mr.  Smith.  Yes;  I  mean  that  it  is  the  dominant  concern  in  the 
industry.    It  is  the  dominant  concern  in  the  steel  industry. 

Mr.  Beall.  It  dominates,  then,  in  production,  or  dominates  in 
pnce  ? 

Mr.  Smith.  Just  exactly  as  we  state  it  there. 

Mr.  Beall.  There  is  no  limitation  upon  the  statement  as  to  the 
meaning  of  the  statement  that  it  is  the  dominant  concern? 

Mr.  Smith.  No;  there  is  no  limitation  upon  it  as  a  general  state- 
ment. We  do  not  say  that  it  dominates  in  every  particular  detail  of 
the  business.  It  is  a  general  statement,  and  is  meant  to  be  a  general 
statement. 

Mr.  Beall.  On  the  same  page  you  state  as  follows : 

Until  abou(  1898  the  bulk  of  the  business  was  distributed  among  a  very 
considerable  numbei^  of  concerns.  There  was  sharp  competition,  modified  by 
frequent  pools  and  price  agreements  of  greater  or  less  duration  and  effec- 
tlTeness. 

In  you  investigation  you  secured  evidence  sufficient  to  justify  you 
in  your  statement  that  prior  to  1898  there  had  been  frequent  pools 
and  price  agreements  among  steel  manufacturers? 

Mr.  Smith.  No  question  about  it 

Mr.  Beall.  And  that  in  1899  and  1900  the  situation  was  that  there 
were  three  great  companies — ^the  Carnegie  Co.,  the  Federal  Steel, 
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and  the  National  Steel — dominating  the  production  of  crude  and 
semifinished  steel. 
Then  on  page  v  of  your  letter  of  submittal  you  say : 

By  merging  these  conflicting  interests  into  a  great  corporation,  tbe  tbreat- 
^led  "steel  war"  would  be  averted,  and  great  profits  realised  from  the 
flotation  of  securities. 

Your  investigation  resulted  in  securing  evidence  that  was  suffi- 
cient for  you  to  predicate  this  statement  upon} 

Mr.  Smith.  Yes. 

Mr.  Beall.  That  as  a  result  of  merging  these  concerns  the  trade 
war  would  be  averted  ? 

Mr.  Smith.  Yes. 

Mr.  Beall.  And  great  profits  would  be  realized  from  the  flotation 
of  securities.  Your  investigation  further  satisfied  you  that  competi- 
tion between  the  concerns  that  united,  that  merged,  to  form  the 
United  States  Steel  Corporation  was  eliminated  by  that  consoli- 
dation ? 

Mr.  Smith.  Yes. 

Mr.  Beall.  You  have  already  referred  to  the  enormous  profits  that 
were  made  in  the  securities? 

Mr.  Smith.  Yes, 

The  Chaibman.  Mr.  Smith,  in  1906  a  resolution  known  as  the 
Hansbrough  resolution  to  investigate  the  National  Harvester  Co.  and 
allied  concerns  engaged  in  the  production  and  sale  of  farm  ma- 
chinery, and  so  forth,  was  referred  to  the  Department  of  Commerce 
and  Labor,  was  it  not? 

Mr.  Smith.  Yes;  I  believe  that  was  the  resolution. 

The  Chairman.  And  it  remained  in  the  Department  of  Commeroe 
and  Labor  until  January,  1908,  when  I  find,  according  to  the  Becord, 
the  resolution  was  passed.    I  read  as  follows : 

Senator  HANfitBRoucH.  I  offer  a  resolution  for  present  consideration. 

The  resolution  offered  is  as  follows: 

The  Department  of  Conimerce  and  Labor  is  hereby  directed  to  suspend  its 
investigations  into  the  affairs  of  the  National  Harvester  Co.  under  the  resolu- 
tion authorizing  such  investigation. 

That  is  correct,  is  it? 

Mr.  Smith.  My  impression  is  that  that  later  resolution  was  not 
passed. 

The  Chairman.  It  was  referred  to  the  Committee  on  Agriculture. 

Mr.  Smfth.  I  do  not  think  it  was  passed ;  if  so,  I  am  wrong  in  my 
recollection  as  to  the  latter  one. 

The  Chairman.  Did  any  representatives  of  the  United  Steel  Cor- 
poration or  of  the  International  Harvester  Co.  come  down  here  to  see 
the  department  about  that? 

Mr.  Smith.  About  what? 

The  Chairman.  About  that  resolution. 

Mr.  Smith.  You  mean  the  second  one? 

The  Chairman.  The  Hansbrough  resolution. 

Mr.  Smith.  You  mean  the  one  suspending  the  inquiry? 

The  Chairman.  Yes. 

Mr.  Smith.  No. 

The  Chairman.  Did  not  Mr.  Perkins  come  here  to  Washington 
and  come  to  the  department  ? 
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Mr.  Smith.  Mr.  Perkins  has  been  in  my  office  several  times  in 
regard  to  the  National  Harvester  Co.,  and  I  do  not  recall  that  he 
ever  mentioned  that  resolution. 

The  Chairman.  Did  he  not  go  with  you  to  see  the  President  about 
it? 

Mr.  Smith.  No;  he  has  never  seen  the  President  with  me,  to  my 
knowledge.  ^ 

The  Chairman.  In  the  minutes  of  the  United  States  Steel  Cor- 
poration, on  June  26, 1906,  the  following  occurred : 

The  roll  being  called,  the  following  directors  answered  to  their  names :  B.  H. 
Gary,  Henry  C.  Frlck,  Henry  H.  Rogers,  Thomas  Morrison,  George  W.  Perkins, 
ESdmund  C.  Converse,  James  Gayley,  Marvin  Hughitt,  John  D.  Rockefeller,  jr., 
WiUiam  B.  Corey,  George  F.  Baker,  Nathaniel  Thayer,  Clement  A.  Griscom. 

The  chairman  of  the  board,  Mr.  E.  H.  Gary,  occupied  the  chair. 

At  that  time  vou  were  deputy  commissioner,  were  you  not? 
Mr.  Smith.  What  was  that  date? 
The  Chairman.  June  26,  1906. 
Mr.  Smith.  I  was  deputy  commissioner. 

The  Chairman.  I  find  this  statement  made  at  that  time  by  Judge 
Gary  to  his  board  of  directors : 

You  also  perhaps  saw  a  statement  in  the  newspapers  this  morning  that  the 
Gtovemment  was  making  investigations  of  the  United  States  Steel  Corporation, 
and  that  Mr.  Smith,  one  of  the  deputies  in  the  commissioner's  department,  had 
testified  before  the  committee  to  that  effect.  I  have  no  doabt  the  deputy  did 
WAke  the  statemoits  which  were  published.  At  the  last  session  of  Congress  a 
resolution  was  passed  by  both  Houses  asking  the  Commissioner  to  investigate 
the  United  States  Steel  Corporation.  The  Commissioner  did  not  pay  any  atten- 
tion to  that  resolution. 

Do  you  know  anything  about  that? 

Mr.  Smith.  That  is  the  commissioner.  As  to  the  statement  at- 
tributed to  me,  I  think  that  probably  was  a  statement  I  made  before 
the  Appropriations  Committee. 

The  Chaibman.  Do  you  know  whether  any  attention  was  paid  to 
the  resolution? 

Mr.  Smith.  To  which  resolution,  Mr.  Chairman  ? 

The  Chairman.  To  the  resolution  to  which  Judge  Gary  refers, 
here? 

Mr.  Smith.  I  do  not  know  to  which  he  refers,  there. 

The  Chairman.  Passed  by  the  House. 

Mr.  Smith.  That  is  not  entirely  clear.  You  read  two  Hansbrough 
resolutions. 

The  Chairman.  No;  I  am  talking  now  about  the  resolution  Judge 
Gary  is  talking  about.    Judge  Gary  says : 

At  the  last  session  of  Congress  a  resolution  was  passed  by  both  Houses. 

He  states  it  as  a  fact,  that  the  resolution  was  passed  by  both 
Houses,  asking  the  commissioner  to  investigate  the  United  States 
Steel  Corporation. 

Mr.  Smith.  Oh ;  I  beg  your  pardon.    I  did  not  get  that. 

The  Chairman.  Now,  Judge  Gary  says  that  the  commissioner  did 
not  nay  any  attention  to  that  resolution. 

Mr.  Smith.  I  do  not  know  anything  about  that.  That  was  Mr. 
Garfield. 

The  Chairman.  Do  you  know  who  told  Judge  Gary  the  depart- 
ment was  paying  no  attention  to  resolutions  of  Congress? 
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Mr.  Smith.  No. 

The  Chairman  (reading) : 

But  soon  after  Congress  adjourned  he  did — 

That  is,  yourself,  the  commissioner,  I  mean — 

appear  at  this  office  and  stated  that  be  believed  it  was  his  duty  to  know 
generally,  perhaps  in  detail,  about  our  business,  about  our  corporation,  its 
capital  Steele,  Its  liabilities,  its  assets,  the  amount  of  Its  business,  the  costs  of 
production,  and  its  methods  generally.  After  considering  the  question  very 
carefully  our  finance  committee  seemed  to  think  that  it  was  good  policy  and 
perhaps  advisable  to  aid  the  commissioner  in  making  his  investigation,  and  the 
investigation  has  been  going  on  more  or  less  since  that  time.  As  stated,  how- 
ever, by  the  deputy  commissioner,  we  decided  to  furnish  the  information  that 
was  requested  at  our  own  expense  and  by  our  own  labor. 

Is  that  a  fact? 

Mr.  Smith.  I  do  not  recollect  just  what  my  statement  was. 

The  Chairman.  Was  this  information  furnished  at  the  expense  of 
the  United  States  Steel  Corporation  and  by  their  own  labor? 

Mr.  Smith.  A  good  deal  of  information  was  furnished  by  the 
United  States  Steel  Corporation,  at  their  own  expense,  and  we  then 
verified  it. 

The  Chairman  (reading) : 

The  questions  which  have  been  asked  are  very  numerous,  very  searching,  and 
very  comprehensive,  and  we  have  undertaken  to  answer  these  questions  in 
detail.  They  Involve  a  great  deal  of  labor  on  the  part  of  our  officials  and  of  the 
subsidiary  companies  particularly,  so  much  so  that  with  respect  to  many  snb- 
jects  the  representative  of  the  department  has  said  that  they  would  not  have 
the  time  to  go  over  it  if  we  went  further  into  detail  or  covered  a  longer  period. 

I  am  making  this  explanation  because  you  are  Interested  in  it — 

That  is,  the  Steel  Corporation — 

because  yon  may  be  more  or  less  disturbed  without  reason.  The  finance  com- 
mittee has  been  in  close  touch  with  this  matter  all  the  time. 

Do  you  know  wether  that  is  true  or  not  ? 

Mr.  Smith.  I  do  not  know  anything  ^bout  the  operations  of  their 
finance  committee,  Mr.  Chairman. 

The   Chairman.  You  were  deputy  commissioner  at  that  time? 

Mr.  Smith.  Yes;  but  I  had  very  little  to  do  with  the  steel  work. 

The  Chairman.  Did  you  hear  at  that  time  that  representatives  of 
the  finance  committee  of  the  Steel  Corporation  were  keeping  in  close 
touch  with  the  department  in  its  investigation  of  their  own  affairs? 

Mr.  Smith.  Let  me  see.  I  knew  that  Mr.  Garfield  had  had  con- 
ferences with  officers  of  the  Steel  Corporation.  I  did  not  know  how 
far  or  what  it  was  about,  except  in  a  general  way. 

Mr.  Gardnsr.  Mr.  Chairman,  will  you  read  the  last  clause  about 
keeping  in  touch  with  the  finance  committee  again  ? 

The  Chairman  (reading) : 

The  finance  committee  has  been  in  close  touch  with  this  matter  all  the  time. 

Mr.  LiNDABURT.  Just  bcfore  that. 
The  Chairman   (reading) : 

I  am  making  this  explanation  because  you  are  Interested  in  it,  because  you 
may  be  more  or  less  disturbed  without  renson.  The  finance  committee  has  been 
in  close  touch  with  this  matter  all  the  time. 

Mr.  Gardner.  I  thought  that  your  question  to  Mr.  Smith  rath^ 
implied  that  the  finance  committee  had  been  in  close  touch  with  the 
Department  of  Commerce  and  Labor. 
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Mr.  Smith.  That  is  what  I  understood  the  question  to  be. 
The  Chairman  (reading) : 

We  (the  finance  committee — these  directors)  have  been  in  frequent  and 
almost  constant  communication  with  Commissioner  Garfield  and  more  or  less 
with  the  President  himself  concerning  these  matters. 

Do  you  know  what  representative  of  the  United  States  Steel  Cor- 
poration was  in  frequent  conference  with  Commissioner  Garfield  and 
with  the  President! 

Mr.  Smith.  I  do  not  know  which  one  it  could  have  been. 

The  Chairman.  To  refresh  your  memory,  I  will  ask  you  if  it  was 
not  Mr.  George  W.  Perkins? 

Mr.  Smith.  It  may  have  been.    It  may  have  been ;  I  do  not  know. 

Mr.  LiNDABURY.  How  does  the  chairman  think  that  would  refresh 
the  recollection  of  the  witness? 

The  Chaibman.  He  says  he  is  acauainted  with  the  gentleman. 

Mr.  Littleton.  He  testified  that  ne  had  been  to  see  him. 

Mr.  LraoABURY.  He  has  said  nothing  about  knowing  who  saw  the 
commissioner  or  the  President. 

The  Chairman.  I  would  suggest  to  the  gentleman  that  that  is  a 
matter  between  Mr.  Smith  and  the  chairman,  by  which  the  Steel 
Corporation  could  not  be  hurt  one  way  or  the  other — ^unless  you 
represent  both  Mr.  Garfield  and  the  Steel  Corporation. 

Mr.  LiNDABUKY.  I  am  not  representing  either  Mr.  Garfield  or  the 
witness,  but  I  am  representing  the  Steei  Corporation ;  and  I  do  not 
like  to  see 

The  Chairman.  Can  you  give  us  the  information? 

Mr.  Lindabury  (continuing).  I  do  not  like  to  see  a  record  made 
up  here  that  has  matters  of  lact  suggested  by  the  questions  errone- 
ously, as  I  think. 

The  Chairma.n.  I  would  be  willing  to  have  the  gentleman  state 
who  it  was. 

Mr.  Gardner.  Does  the  chairman's  question  lead  to  the  implica- 
tion of  collusion  between  the  President  and  Commissioner  Garfield 
and  the  Steel  Corporation? 

The  Chairman.  Oh,  I  would  not  say  that  It  implies  activity^  an 
unseemly  activity,  on  the  part  of  somebody  representing  the  United 
States  Steel  Corporation. 

Mr.  GARDNiai.  It  would  seem  to  me  to  imply  unseemly  activitv  in 
their  relations  with  President  Koosevelt  and  Commissioner  Garneld. 
Is  that  what  you  meant  to  imply? 

The  Chairman.  On  the  part  only  of  whoever  this  man  was.  We 
can  tell  better  after  we  know  that.^ 

Mr.  Gardner.  It  was  the  question  of  the  chairman  I  wanted  to 
elucidate  and  not  the  minutes. 

The  Chairman  (reading) : 

up  to  date  they  have  made  no  complaint  of  us  whatever;  but  we  do  not 
know  any  better  than  you  do  what  may  be  the  future.  We  are  trying  to  be 
frank  and  accommodating  to  the  department,  and  we  suppose  we  have  an 
understanding  that  we  will  not  be  unnecessarily  injured 

Mr.  Sterling.  Whose  language  is  this? 

The  Chairman.  Judge  Gary's. 

Mr.  Sterling.  To  whom? 

The  Chairbian.  To  Mr.  Frick,  Mr.  Eocers,  Mr.  Morrison.  Mr. 
Perkins,  Mr.  Converse,  Mr.  Gayley,  Mr.  Huffhitt,  Mr.  Rocketeller, 
Mr.  Corey,  Mr.  Baker,  Mr.  Thayer,  and  Mr.  Griscom. 
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Mr.  Sterling.  The  executive  committee? 

The  Chaibman.  Yes. 

Mr.  LiNDABURr.  Is  that  "necessarily  injured"  or  " imnecessarily 
injured?" 

The  Chairman.  It  may  be  a  clerical  error.  I  told  my  secretary 
to  verify  it.  and  she  said  she  was  certain  the  word  was  "  necessarily.'' 
It  may  be  "  unnecessarily,'*  however.  The  copy  was  made  with  care. 
[Reading:] 

And  that  we  will  uot  be  wrongfully  charged  without  having  an  opportunity 
to  show  the  facts.  We  have  seen  nothing  to  show  us  that  we  need  anticipate 
any  trouble.  Quite  likely  in  some  respects  we  may  be  traveling  very  near  the 
line  between  propriety  and  impropriety.  It  would  be  a  very  remarkable  cor- 
poration if  we  were  not.  We  are  not  trying  to  place  ourselves  on  any  ped- 
estal, but  we  propose  to  get  right  and  keep  right,  and  are  trying  to  satisfy  the 
powers  that  be  if  we  can,  and  keep  out  of  trouble  if  possible. 

Have  you  any  information,  direct  or  indirect,  that  you  could  give 
this  committee  that  would  enlighten  us  as  to  where  Judge  Gary  ob- 
tained the  information  upon  wnich  he  based  that  statement? 

Mr.  Smith.  No. 

Mr.  Danforth.  Did  you  state  when  those  cost  sheets  were  returned 
to  the  corporation  ? 

Mr.  Smith.  Did  I  state  when  they  were  returned? 

Mr.  Danforth.  Yes. 

Mr.  Smith.  I  did  not;  and  I  do  not  think  I  could  state  offhand. 

Mr.  Danforth.  The  transcripts  were  destroyed,  I  think  you 
said 

Mr.  Smith.  November  1. 

Mr.  Danforth.  Of  last  year  ? 

Mr.  Smith.  Last  year.  That  was  our  pledge,  and  the  cost  sheets 
were  returned,  I  think,  seriatim  as  we  got  through  with  them.  I 
could  not  give  the  dates  without  reference  to  our  correspondence. 

Mr.  Danforth.  They  were  not  returned  altogether? 

Mr.  Smith.  Oh,  not  altogether.  I  think  not.  I  simply  gave  gen- 
eral orders  to  have  them  returned. 

Mr.  Danforth.  They  were  all  returned  last  November,  you  are 
sure? 

Mr.  Smith.  Yes ;  I  am  certain.  That  was  my  order,  and  I  suppose 
they  have  been.    My  men  say  they  were  all  returned. 

Mr.  McGiLLicuDDY.  Does  this  Part  I  cover  all  your  investiga- 
tions in  the  matter  of  the  Steel  Co.'s  profits  ? 

Mr.  Smith.  No.  Oh,  profits?  No,  I  think  not;  because  when  we 
come  to  the  question  of  costs,  Mr.  Congressman,  I  think  we  will 
take  up  further  the  question  of  profits  from  a  different  standpoint. 

Mr.  McGiLXJCuDDY.  Has  your  bureau  made  any  investigation  of 
sales  of  steel  and  iron  products  of  this  company  abroad? 

Mr.  Smith.  By  this  company  ? 

Mr.  McGiLLicuDDY.  By  the  Steel  Co. 

Mr.  Smith.  Yes ;  we  have  some  facts  on  that,  I  think. 

Mr.  McGiLLicuDDY.  Are  they  in  this  report? 

Mr.  Smith.  They  are  not  in  this.  They  will  come  in  the  part  that 
deals  with  prices,  I  should  say. 

Mr.  McGiLLicuDDY.  Have  you  ever  investigated  the  matter  of  the 
amount  of  product  sold  abroad  and  the  prices  there  as  compared  with 
the  prices  here  ? 
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Mr.  Smith.  My  impression  is  that  we  have  some  information  on 
that  subject.    We  have  tried  to  get  it. 

Mr.  McGiLLicuiM>T.  That  has  not  yet  been  made  public? 

Mr.  Smith.  No. 

Mr.  Lrm-ETON.  Harking  back  to  section  6 

Mr.  Smtth.  Yes. 

Mr.  LnTLiETON.  You  have  said  here  that  that  is  true,  that  the 
Steel  Co.  furnished  its  own  labor  and  provided  the  expense 

Mr.  Smtth.  I  suppose  they  did. 

Mr.  Lottlbton  (continuing).  For  this  investigation? 

Mr.  Smtth.  For  their  part ;  for  what  they  furnished  they  paid  the 
expense.    We  did  not. 

Mr.  Littleton.  In  other  words,  whatever  was  furnished  to  you 
was  furnished  to  you  by  their  own  labor  and  at  their  own  expense? 

Mr.  Smith.  Except  so  far  as  our  own  men  worked  on  that  same 
material. 

Mr.  LriTLETON.  In  your  department  ? 

Mr.  Smith.  Yes. 

Mr.  LiTTLBTON.  Is  it  the  custom  of  your  department  to  allow  con- 
cerns whose  business  you  investigate  to  furnish  information  by 
their  own  labor  and  at  their  own  expense  ? 

Mr.  Smith.  We  have  frequently  allowed  them  to  do  so,  verifying 
it  ourselves  always.  I  think  we  got  more  in  this  case  than  in  any 
other,  probably ;  but  not  very  much  more. 

Mr.  Littleton.  Do  you  think  in  a  case  like  that  the  department 
would  be  justified  in  saying  that  that  was  within  section  6,  a  matter 
not  to  be  disclosed  except  by  direction  of  the  President? 

Mr.  Smith.  Certainly. 

Mr.  Littleton.  If  a  corporation  agrees  by  its  own  labor  and  at  its 
own  expense  to  furnish  information  to  your  department,  do  you 
consider  that  a  departmental  investigation  ? 

Mr.  Smith.  A  bureau  investigation ;  certainly. 

Mr.  Littleton.  You  allowed  the  Steel  Corporation  to  investigate 
itself,  and  you  went  out  and  tried  to  verify  its  own  investigation? 

Mr.  Smith.  Certainly  not.  We  have  them  make  a  report.  They 
bring  it,  and  we  verify  it. 

Mr.  LiNDABURY.  The  committee  will  remember  that  that  is  ex- 
actly the  course  pursued  by  Gov.  Hughes  in  investigating  with 
such  great  success  the  insurance  companies.    Precisely  that  course, 

Mr.  Littleton.  You  mean  that  he  allowed  them  to  investigate 
themselves? 

Mr.  LiNDABURY.  He  called  for  specific  information,  and  then  he 
verified  it. 

Mr.  Smith.  I  want  to  object  strongly  to  the  use  of  the  words 
"  allowed  them  to  investigate  themselves." 

Mr.  LmxjsTON.  ,1  asked  the  question. 

Mr.  Smith.  I  say  we  did  not. 

Mr.  Littleton.  Well,  you  have  answered  it.  The  objection,  so 
far  as  that  is  concerned,  is  an  objection  to  the  form  of  the  question. 
I  have  no  desire  to  be  offensive  about  it,  but  I  simply  want  to  impress 
you,  as  the  commissioner,  while  you  are  here  with  the  idea  that  sec- 
tion 6,  so  far  as  I  am  concerned,  is  an  absolute  monstrosity  in  the 
administration  of  the  commission,  if  it  is  going  to  be  administered 
in  that  way. 
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Mr.  Danforth.  The  witness  is  not  responsible  for  the  section  oi 
for  the  administration. 

Mr.  Littleton.  I  think  the  department  is  responsible  for  the  posi- 
tion it  took  before  the  Senate  committee,  and  for  taking  the  position 
that  the  information  obtained  at  the  expense  of  the  (Tovernment  is 
to  be  impounded  and  kept  away  from  other  branches  of  the  Gov- 
ernment. 

Mr.  Sterling.  I  suppose  Congress  is  responsible  for  the  law. 

Mr.  Littleton.  The  point  I  make  is  that  that  is  not  the  law,  and 
it  ought  not  to  be  interpreted  in  that  way,  and  that  that  interpreta- 
tion IS  a  perversion  of  it. 

Mr.  Smith.  The  department  is  not  responsible  for  the  interpreta- 
tion.   That  is  the  interpretation  of  the  Attorney  General. 

Mr.  Ltttleton.  I  am  not  saying  who  is  responsible.  If  I  have 
shown  any  heat  about  it,  it  is  because  of  the  interpretation  placed  on 
it  back  in  the  Senate  committee. 

Mr.  LiNDABURT.  Investigate  the  Attorney  General's  department 

Mr.  Littleton.  You  spoke  about  Mr.  Hughes's  investigation  of 
the  ihsurance  companies,  about  which  I  dare  say  you  know  more  than 
I  do;  but  the  fact  about  that  was  (in  order  that  it  may  all  come  in 
together)  that  he  asked  them  to  furnish  the  information,  but  he  also 
had  a  committee  before  which  all  of  the  witnesses  were  sworn,  and 
a  public  examination ;  and  the  verification  was  made  before  the  legis- 
lative committee  under  the  very  astute  examination  of  Gov.  Hu^es 
himself. 

Mr.  LiNDABURT.  I  think  that  is  not  a  full  or  accurate  explanation. 
I  speak  with  confidence,  because  I  was  there  through  that  investi- 
gation. *      ^    ^ 

Mr.  Littleton.  I  mean  to  say  (and  it  is  in  reply  to  what  you  say) 
that  there  was  no  such  thing  as  a  department  sending  to  the  insurance 
companies  and  asking  them  through  a  period  of  years  to  furnish 
them  with  their  own  statement  and  transcript,  and  then  sending 
clerks  and  bureau  employees  out  to  verify  it,  and  then  coming  back 
and  making  a  report.    It  does  not  compare  with  this  thing  at  all. 

Mr.  Lindabury.  What  happened  was  that  Gov.  Hughes  did  sent 
out  to  the  insurance  companies  a  requisition  which  required  a 
transcript  of  their  books  and  accounts  and  a  multitude  of  matters, 
and  then  those  were  taken  up  by  his  experts  and  verified.  Then 
when  the  examination  came  on,  which  was  really  in  public  and  which 
was  a  small  part  of  the  work  they  did,  the  witnesses  were  inquired 
of  with  respect  to  particular  items  shown  by  these  accounts  that 
seemed  to  need  elucidation  in  the  mind  of  Gov.  Hughes. 

Mr.  LrrTLETON.  Quite  right.  He  had  information  obtained  in  that 
way  as  a  basis  for  the  examination  of  the  witnesses. 

Mr.  LiNDABURr.  Yes. 

The  Chairman.  There  is  no  reference  that  I  have  seen  in  that  in- 
vestigation to  the  fact  that  the  insurance  companies  rested  under  any 
fancied  security  that  they  would  not  be  disturbed. 

Mr.  Smith.  I  am  not  responsible  for  any  assumptions  that  Judge 
Gary  may  have  made. 

The  Chairman.  But  this  is  not  responsible  for  the  equanimity 
with  which  they  received  the  notice  of  this  investigation. 

Mr.  Dan  forth.  Mr.  Chairman,  has  this  any  place  in  our  examina- 
tion?   Is  not  all  this  discussion  between  one  of  the  members  of  our 
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committee  and  the  counsel  representing  the  Steel  Corporation  beside 
the  question  ?    Are  we  not  wasting  time  on  it  ? 

The  Chaibkan.  I  would  not  say  that  it  was  directly  material 

Mr.  Danforth.  It  is  very  interesting. 

The  Chaibman.  But  as  a  collateral  matter  it  is,  perhaps,  useful 
information. 

Mr.  Danporth.  To  increase  our  general  knowledge;  I  admit  that. 

The  Chaihman.  Yes.  It  is  all  valuable  information,  although  it 
mifht  not  be  admissible  under  technical  rules. 

Mr.  LnTLETON.  If  my  colleague  refers  to  the  colloquy  I  have  had 
with  the  counsel  for  the  Steel  Corporation,  perhaps  I  ought  to  be 
allowed  to  answer  the  inquiry  rather  than  tne  chairman.    My  in- 

3uiry  regarding  the  method  by  which  this  investigation  was  con- 
ucted,  and  with  reference  to  tne  scope  of  this  statute,  relates  to  the 
economy  of  time  rather  than  the  loss  if  it.  I  say,  Mr.  Chairman, 
that  it  IS  the  height  of  stupidity  that  we  should  sit  here  in  this  com- 
mittee endeavoring  to  ascertain  information  which  is  at  the  other 
end  of  the  street,  which  has  been  obtained  at  the  expense  of  the 
Government  over  a  period  of  years,  since  1906.  We  sit  here,  and  we 
find  the  wall  of  at  least  a  factitious,  if  not  a  fictitious,  construction 
standing  between  us  and  that  information,  and  we  go  thundering 
around  m  the  index  trying  to  find  the  things  that  we  are  after.  It 
is  against  that  kind  of  stupidity  that  I  am  protesting. 

Mx.  Danfobth.  It  is  our  haste  that  is  making  us  waste  time,  be- 
cause as  soon  as  this  information  is  collated  I  brieve  we  will  get  it. 

The  Chaibmak.  Which  may  be  within  a  year. 

Mr.  Danfobth.  Well,  the  Steel  Corporation  is  not  going  to  get 
awav  within  a  year. 

The  Chaibman.  But  some  of  us  may. 

Mr.  Danfobth.  Yes ;  that  is  true. 

Mr.  McGiUiicuDDr.  Mr.  Ldndabury^  will  you.  as  counsel  for  the 
Steel  Corporation,  furnish  the  committee  with  tne  same  data  or  the 
same  information  that  you  furnished  the  bureau,  so  that  we  may 
have  an  opportunity  to  observe  it? 

Mr.  LiNDABXTBY.  I>o  vou  mean  the  data  in  regard  to  costs  ? 

Mr.  McGiLLicuDDy.  I  mean  all  of  the  data  that  you  furnished  to 
the  Bureau  of  Corporations ;  so  that  we  may  see  it  as  they  did. 

Mr.  LiNDABXTBY.  I  do  not  know  whether  we  have  copies  of  every- 
thing we  furnished.  The  attitude  of  the  Steel  Corporation  has  been 
to  romish  everything  to  this  committee  that  is  asked  for,  as 
promptly  as  possible.  That  has  been  the  general  policy,  of  course 
within  reason,  and  nothing  beyond  that  has  been  asked  for,  nor  do 
I  anticipate  that  it  will  be.  In  that  general  way  I  could  say  yes  to 
your  question.  I  have  not  any  doubt  that,  proceeding  in  that  way, 
we  would  get  along  very  much  faster  than  in  any  other,  unless  we 
were  to  be  put  under  the  imputation  that  the  chairman  has  just 
passed  upon  the  information  gotten  in  that  way.  We  do  not  want, 
after  we  have  waived  immimity  by  givine  information  voluntarily 
to  the  committee,  and  having  thrown  aside  our  ri^ht  to  refuse  to 
answer  anything  before  the  committee,  and  after  giving  everything 
that  we  can  to  the  committee,  to  be  charged  with  having  simply 
investigated  ourselves,  and  ridiculed  or  condemned  because  we  did 
not  draw  within  our  own  shells  and  compel  the  production  of  every- 
thing by  subpoena,  and  under  oath. 
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Mr.  McGiLLicuDDY,  I  certainly  was  not  charging  anything. 

Mr.  LiNDABUKY.  I  know  you  were  not;  but  I  say  to  you  that  if 
we  lay  before  the  committee  voluntarily  everything  we  can,  we  do 
not  want  to  be  condemned  for  it. 

Mr.  McGijLlicuddy.  I  know ;  but  will  vou,  as  the  onlv  representa- 
tive of  the  company  that  we  can  face  nere,  furnish  tnat  mforma- 
tiont 

Mr.  LiNDABURY.  I  think  we  will. 

Mr.  McGiLLicuDDY.  How  soon  do  you  think  you  will  be  able  to 
doit? 

Mr.  LiNDABURY.  I  do  not  know  what  you  want. 

Mr.  McGnxicuDDY.  I  want  just  what  they  had. 

Mr.  LiNDABURY.  Well,  in  the  first  place  I  personally  do  not  know 
what  they  had. 

Mr.  McGiLLicuDDY.  The  company  knows,  of  course.  They  have 
copies,  I  suppose.    Those  copies  that  they  took  back  they  rebsiined? 

Mr.  LiNDABURY.  But  the  company  is  not  here,  and  I  am  only  an- 
swering from  such  information  as  I  have.  The  only  things  that  the 
company  took  back,  so  far  as  I  have  heard,  are  these  cost  sheets,  and 
I  have  already  explained  to  the  chairman  that  I  am  ready  to  make 
some  arrangement  with  the  committee  about  these  cost  sheets.  This 
corporation,  like  any  other  manufacturing  corporation,  does  not  want 
to  disclose. its  detail  cost  sheets  to  the  world — ^to  its  competitors. 
I  am  ready  to  enter  an  arrangenlent  to  furnish  them  to  the  com- 
mittee upon  terms  that,  so  far  as  they  are  published  in  the  reports, 
that  the  committee's  expert  or  some  one  shall  so  arrange  them  that 
they  do  not  give  to  the  world  the  detailed  cost  of  manufacture,  that 
would  be  of  use  to  our  competitors  and  correspondingly  injurious^  to 
the  company.  With  that  arrangement  we  can  have  no  trouble  with 
respect  to  that  matter.  Now,  what  else  it  is  I  do  not  know ;  but  if 
specific  information  is  asked,  if  you  will  give  me  some  idea  of  what 
you  desire,  I  have  no  doubt  but  that  we  can  furnish  it 

Mr.  McGiLLicuDDY.  I  ask  that  you  furnish  to  this  committee  what- 
ever information  and  data  was  furnished  to  the  Bureau  of  Corpora- 
tions. That  is  all,  I  think,  we  could  ask.  I  ask  for  whatever  was 
furnished  to  them. 

Mr.  LiNDABURY.  If  they  have  copies  of  whatever  they  furnished  to 
the  commissioner ;  yes.    1  do  not  know  about  that. 

Mr.  Sterling.  I  would  like  to  ask  the  chairman  or  any  member  of 
this  committee  a  question.  I  understand  that  the  Commissioner  of 
Corporations  has  all  the  information  that  we  seek  to  get  from  the 
United  States  Steel  Corporation.  He  says  it  will  take  some  time  to 
furnish  it  to  the  committee,  assuming  that  he  will  get  permission  from 
the  President  to  furnish  it — and  I  nave  not  any  doubt  that  he  will. 
Would  it  be  possible  for  us  to  gather  this  information  on  our  own 
account  and  be  able  to  put  it  into  intelligent  form  at  an  earlier  date 
than  we  would  receive  it  by  waiting  and  getting  it  from  the  Bureau 
of  Corporations?  It  seems  to  me  that  they  have  the  labor,  the  help, 
and  system  to  compile  this  information,  and  that  they  would  prob- 
ably give  it  to  us  at  an  earlier  date  that  we  could  possibly  get  it  by  any 
labor  we  might  undertake  to  put  on  it.  Of  course,  if  there  is  any  other 
information  that  we  might  want,  we  could  pursue  our  investigation 
into  that  and  get  it,  if  possible;  but  I  do  not  know  whether  there  is 
further  information  than  what  the  Commissioner  of  Corporations 
has  already  gathered,  or  not,  that  we  expect  to  get. 
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Mr.  Littleton.  The  suggestion  I  made  a  moment  ago  in  connec- 
tion with  what  you  are  now  saying  was  this :  There  is  absolutely  no 
assurance,  and  no  assurance  can  be  had,  under  the  attitude  taken 
by  the  bureau  that  we  are  ^oing  to  be  tuniished  anything  more  than 
these  summaries  of  conclusion  with  which  we  are  met  in  connection 
with  problems  which  we  ou^ht  to  know  the  facts  about.  The  com- 
plaint I  made  was  that  I  believed  the  department  should  furnish  the 
committee  with  the  facts  upon  which  they  base  their  conclusion.  In 
addition  to  that,  it  turns  out  that  the  investigation  as  made— but  I 
am  not  animadverting  upon  that  in  any  way  at  all — ^was  made  by 
reports  of  various  employees  of  the  Steel  Co.,  subsequently  verified 
as  to  selected  items  bv  subordinates  in  the  bureau.  I  would  not  want 
the  committee  to  be  bound  to  conclude  its  investigation  with  that. 
^  Mr.  Sterling.  I  would  not,  either ;  but  after  we  get  this  informa- 
tion from  the  bureau,  if  we  have  any  doubt  about  its  correctness,  or 
if  we  think  there  is  further  information  that  we  ought  to  have,  or 
if  we  know  now  of  any  further  information  that  we  ought  to  have, 
and  that  the  bureau  has  not  already  gathered,  why  not  pursue  that 
line  and  get  it?  I  think  we  can  ascertain  in  a  very  few  days  ails  to 
the  extent  of  the  information  we  can  get  from  the  bureau.  I  have 
not  any  doubt  but  that  the  President  will  authorize  that  information 
to  be  given  to  us. 

The  Chatbman.  I  will  say  that,  in  the  first  place,  the  hearings  of 
this  committee — ^this  matter  has  been  discussed  in  executive  session, 
but  it  is  no  secret — for  the  next  two  weefa  will  touch  matters  about 
'which  the  department  does  not  claim  to  have  any  knowledge. 

Mr.  Sterling.  I  think  I  imderstand  what  you  refer  to  thoroughly. 
I  think  we  ought  to  proceed  and  continue  the  investigation  along 
those  lines.' 

The  Chairbian.  Right  there,  to  illustrate:  Did  you  investigate 
into  the  character  of  the  absorption  of  the  Shelby  Steel  Tube  Co.  f 

Mr.  Smith.  We  have  some  information.  That  was  part  of  the 
original  merger. 

The  Chairman.  Did  you  inquire  into  the  legality  or  illegality  of 
the  methods  by  which  that  company  was  taken  over? 

Mr.  Smith.  I  have  no  recollection  of  that  subject  matter;  no.  I 
do  not  recoUect  it. 

The  Chairman.  Did  you  make  any  inquiry  into  the  absorption  of 
the  Qairton  Steel  Works? 

Mr.  Smith.  Yes;  we  have  the  facts  on  that. 

The  Chairman.  Have  you  any  data  showing  the  legality  or  ille- 
gality of  that  merger? 

Mr.  Smith.  I  presume  that  we  have  facts  which  would  bear  on  the 
legality  of  the  merger.    I  do  not  know  what  bearing  it  would  have. 

The  Chairman.  Have  you  any  contracts  between  the  Clairton 
Steel  Works,  the  Crucible  Steel  Co.,  and  the  United  States  Steel 
Corporation  showing  whether  or  not  the  consideration  for  the  ab- 
8on>tion  of  that  company  was  a  specific  restraint  of  trade  ?  I  do  not 
make  that  charge,  but  I  ask  if  you  have  that  information  ? 

Mr.  LiNDABiTRT.  Thosc  contracts  have  alreadv  been  given  to  the 
chairman  of  the  committee  and  read  by  him.  I'hey  have  been  read 
by  the  chairman. 

The  Chairman.  I  am  not  making  any  charge. 

Mr.  LiNDABURY.  They  are  in  the  nands  of  the  chairman. 
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Mr.  Smith.  If  thw  are  in  your  record,  of  course  we  have  them. 

The  Chaibmak.  Have  you  any  information  in  regard  to  that  ? 

Mr.  Smith.  I  am  not  sure. 

The  Chaibman.  Have  you  any  information  of  any  character, 
shape,  or  description,  showing  the  prorating  of  railroad  rates  be- 
tween common  carriers  of  the  United  States  Steel  Corporation  and 
other  common  carriers? 

Mr.  Smith.  Prorating? 

The  Chairman.  Yes.  For  instance,  the  United  States  Steel  Cor- 
poration owns  100  miles  of  railroad 

Mr.  Smith.  Yes. 

'  The  Chairman.  And  it  ships  from,  its  plant  over  one  road  for 
100  miles,  and  over  somebody  else's  road  for  1,000  miles. 

Mr.  Smith.  I  know  what  you  mean  by  "  prorating." 

The  Chairman.  And  the  Steel  Co.,  instead  of  getting  one-eleventh 
of  the  charge  gets  one-half  of  it.  Have  you  examined  into  those 
practices,  and  have  you  any  data  in  regard  to  that? 

Mr.  Smith.  I  do  not  think  we  have  specifically  taken  that  up. 
Probably  some  of  the  other  data  on  rates  would  cover  something  of 
that  sort.    T  do  not  think  we  have  given  specific  attention  to  it. 

The  Chairman.  I  do  not  mean  to  pursue  this  inquiry  further,  but 
I  believe,  Mr.  Sterling,  that  we  can  proceed  for  some  time  without 
duplicating  the  work  of  the  Commissioner  of  Corporations. 

Mr.  Sterling.  That  is  what  I  meant.  Whatever  information  we 
are  to  get  from  the  bureau  we  will  get  in  due  time.  It  is  not  worth 
our  while  to  go  ahead  and  duplicate  it  at  the  present  time. 

Mr.  Smith.  May  I  add  that  I  am  quite  sure,  as  Congressman  Ster- 
ling has  said,  that  it  is  the  intention  of  the  President,'  and  certainly 
of  the  department,  to  present  this  to  you  just  as  soon  as  we  get  it  in 
intelligent  shape. 

Mr.  Lindabury.  I  want  to  answer  Judge  Danforth  further.  I 
understand  that  this  information  given  to  the  commissioner  was 
given  from  time  to  time  and  given  from  various  points — ^not  all  at 
once — and  much  of  it,  I  take  it,  did  not  go  through  the  Steel  Corpo- 
ration proper. 

Mr.  Smith.  I  guess  that  quite  a  little  of  it  came  from  the  sub- 
sidiaries. 

Mr.  Lindabury.  It  would  be  very  difficult,  I  imagine,  to  find  out 
by  any  inquiry  exactly  what  was  given  to  the  commissioner  at 
ail  times.  I  do  not  know  whether  it  is  the  desire  of  the  committee 
that  I  undertake  it . 

Mr.  Smith.  A  good  deal  came  right  from  the  home  office. 

The  Chairman.  What  I  said  was  not  in  criticism,  because  I  concur 
most  heartily  in  Judge  Sterling's  suggestion,  and  I  bdieve  it  would 
be  wise,  and  I  think  it  would  be  the  purpose  of  this  committee,  that 
pending  the  furnishing  of  this  information  we  should  pursue  our 
hearings  along  lines  divergent  from  the  lines  of  the  inquiry  of  the 
Bureau  of  Corporations. 

Mr.  Littleton.  Mr.  Chairman,  I  offer  as  part  of  the  record  the 
"  Summary  of  Report  of  the  Commissioner  of  Corporations  on  the 
Steel  Industry ;  Part  I,  Organization,  Investment,  Profits,  and  Po- 
^sition  of  United  States  Steel  Corporation,"  dated  July  1,  1911. 

Mr.  Lindabury.  I  object  to  it  as  evidential. 

Mr.  Smith.  Oh,  do  not. 
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The  Chairman.  You  oflfer  it  as  an  exhibit? 
Mr.  Littleton.  Yes. 
The  Chairman.  Very  well. 

(The  "  Summary  of  Ileport"  above  referred  to  appears  at  the  end 
of  this  hearing.) 

(The  committee  thereupon  took  a  recess  until  2.05  o'clock  p.  m.) 

AFTER  RECESS. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 
STATEMENT  OF  UB.  HEBBEBT  ENOX  SMITH— Continued. 

The  Chairman.  Mr.  Smith,  I  call  your  attention  to  page  6  of  the 
reoort. 

Mr.  Smith.  Of  the  report  itself  ? 

The  Chairman.  Yes;  of  the  report  itself.  On  page  6,  I  see  this 
statement : 

The  consolidation  of  wire  interests  is  a  conspicuous  illustration  of  the  great 
inflation  of  capitalization  thus  brought  about.  In  the  organization  of  the 
American  Steel  &  Wire  Co.  of  Illinois,  in  March,  1898,  each  $100  of  the  stock 
of  the  Ck)n8olidated  Steel  &  Wire  Ck>.,  one  of  tiie  constituent  concerns  (and 
itself  a  consolidation  of  seven  plants)  received  $175  of  preferred  etocls.  and  $175 
in  common  stock  of  the  new  company,  or  $350  of  new  securities  for  every  $100 
of  old.  Undoubtedly  the  stock  of  the  Ck>nsolidated  Steel  &  Wire  Ck).  was  worth 
considerably  more  than  par  from  the  standpoint  of  earnings.  A  few  months 
later  each  $100  of  the  preferred  stock  of  the  American  Steel  &  Wire  Co.  of 
Illinois  received  $100  in  preferred  stock  and  $60  in  common  stock  of  the  Ameri- 
can Steel  &  Wire  Co.  of  New  Jersey,  while  each  $100  of  the  Illinois  company's 
common  stock  received  $120  in  common  stock  of  the  new  concern.  Thus  each 
$100  stock  of  the  old  consolidated  company  became  $490  in  the  stock  of  the  New 
Jersey  concern.  ( Still  later,  in  the  merger  of  the  American  Steel  &  Wire  Co.  of 
New  Jersey  into  Ike  United  States  Steel  .Corporation,  there  was  some  further 
increase.) 

This  American  Steel  &  Wire  Co.  of  New  Jersey  is  the  company 
that  has  been  indicted? 

Mr.  LiNDABUBT.  No. 

Mr.  Smith.  I  do  not  know  about  it. 

The  Chairman.  That  is  the  company  that  the  papers  referred  to 
as  having  been  indicted  ? 

Mr.  Smith.  I  do  not  remember  whether  that  was  the  company  or 
not 

Mr.  LiNDABUBY.  There  has  been  no  indictment. 

The  Chairman.  There  has  been  no  indictment? 

Mr.'LiNDABXjRT.  No.  Some  of  its  officers  have  been  indicted.  The 
corporation  has  not. 

The  Chairman.  The  corporation,  as  such,  has  not  been  indicted  V 

'    Mr.  LiNDABURY.  No. 

The  Chairman.  I  see.  This  is  a  physical  valuation,  is  it,  Mr. 
Smith? 

Mr.  Smith.  I  do  not  believe  we  give  the  valuation  here,  do  we, 
Mr.  Chairman?  We  simply  give  the  amount  of  stock  which  $100 
of  the  old  consolidated  finally  got  when  it  became  part  of  the  New 
Jersey  concern.    We  did  not  attempt  to  give  a  valuation  here. 

The  Chairman.  Upon  what  do  you  base  the  valuation  of  that 
stock? 
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Mr.  Smith.  We  do  not  value  it  here.  Later  on  we  value  the 
American  Steel  &  Wire  Co.'s  properties,  but  here  we  do  not  value  it 
at  all.  We  simply  figure  out  the  amount  of  stock  that  was  issued, 
starting  with  the  Consolidated  Steel  &  Wire  Co. 

The  Chairman.  Was  there  any  addition  to  the  tangible  values  of 
the  American  Steel  &  Wire  Co.  of  Illinois  between  March,  1898, 
when  the  stock  was  at  $100,  and  the  time  of  its  incorporation  as  the 
American  Steel  &  Wire  Co.  of  New  Jersey  ? 

Mr.  Smith.  I  do  not  even  know  whether  we  have  information  as 
to  any  additional  value  there.    I  do  not  know  about  it. 

The  Chairman.  I  will  ask  you  to  examine  that  paragraph  and 
see  if  this  increase  in  stock  was  not  an  increase  simply  by  consolida- 
tion, and  not  an  increase  by  the  acquirement  of  new  properties. 
Just  examine  the  paragraph.  That  is  the  statement,  as  I  under- 
stand it. 

Mr.  LiNDABURY.  Does  it  not  speak  for  itself,  Mr.  Chairman? 

The  Chairman.  I  think  so. 

Mr.  Smith.  I  do  not  think  it  says  anything 

The  Chairman.  That  is  my  understanding  of  the  paragraph,  that, 
by  the  successive  mergers,  the  value  of  the  stock  or  the  capitalization 
oi  this  same  concern,  by  a  process  of  rolling  over  and  cnanging  its 
name,  increased  from  $100  to  $490  a  share? 

Mr.  Smith.  That  seems  to  be  the  implication  of  the  paragraph; 

The  Chairman.  You  say  there  was  some  increase  when  it  became 
the  American  Steel  &  Wire  Co.  of  New  Jersey,  a  constituent  com- 
pany of  the  United  States  Steel  Corporation? 

Mr.  Smith.  That  is  not  exactly  correct,  Mr.  Chairman.  I  say 
that  when  the  American  Steel  &  Wire  went  into  the  Steel  Corpora- 
tion there  was  a  slight  further  increase. 

Mr.  LiNDABURY.  That  is,  they  ^ave  a  little  more  thfcn  the  $490  per 
share.    That  is  what  it  means,  Mr.  Stanley. 

The  Chairman.  This  increase  was  an  mcrease  from  $89,899,800 
to  $113,526,430? 

Mr.  Smith.  I  do  not  remember  the  figures.  That  sounds  about 
correct. 

The  Chairman.  I  say,  these  are  the  figures  made  by  the  expert, 
Mr.  MacRae. 

Mr.  Smith.  I  do  not  know. 

Mr.  LiNDABURY.  They  speak  for  themselves,  do  they  not? 

The  Chairman.  It  is  signed  by  Mr.  MacRae.  That  would  be  an 
increase  of  26  per  cent.  Then,  if  Mr.  MacRae's  figures  are  correct, 
following  your  figures  up,  each  $100  of  the  Consolidated  Steel  & 
Wire  Co.  m  March,  1898,  became  $617  in  the  American  Steel  & 
Wire  Co.  of  New  Jersey,  did  it  not  ? 

Mr.  Smith.  I  do  not  know.  It  is  a  matter  of  figures,  and  I  should 
have  to  work  it  out. 

The  Chairman.  It  would  be  26  per  cent  of  $89,000,000? 

Mr.  Smith.  Whatever  it  is. 

The  Chairman.  If  those  figures  are  correct,  that  is  the  case? 

Mr.  LiNDABURY.  No ;  26  per  cent  would  not  bring  that  result,  Mr- 
Chairman.  Twenty-six  per  cent  of  that  would  not  be  anything  like 
as  much  as  the  figures  you  mention. 

The  Chairman.  I  mean  126  per  cent. 
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Mr.  Smith.  He  has  probably  figured  it  out.    I  have  not  done  so. 
.  Mr.  Gabdnsr.  Do  you  rememl^r  what  each  $100  of  the  stock  of 
the  Consolidated  Steel  &  Wire  Co.  was  selling  for  in  March,  1898, 
when  it  received  $175  preferred  and  $176  common  of  the  new  com- 
pany?   Do  you  remember  what  it  was  selling  for  in  the  market? 

Mr.  Smith.  I  do  not  think  I  do,  at  all.  I  ^o  not  think  I  remember 
the  figures.  We  probably  have  the  information,  and  I  could  probably 
ascertain  it  I  do  not  remember  now.-  It  was  above  par,  I  am  pretty 
sure. 

The  Chaibscan.  I  will  ask  you  if  the  stock  of  the  American  Steel 
&  Wire  Co.  of  Illinois  just  prior  to  1898  was  not  selling  for  about 
40  cents  on  the  dollar? 

Mr.  Smpth.  I  do  not  know  what  the  price  was. 

The  Chairman.  And  if  it  is  not  now  selling  for  $1,400  a  share? 

Mr.  Smfth.  I  do  not  know  the  figures. 

The  Chairman.  Well,  that  is  the  fact. 

Mr.  Smith.  Your  question  was  directed  to  the  Consolidated,  how- 
ever. 

Mr.  Gardner.  I  notice  that  this  one  to  which  you  allude,  page  6, 
the  Consolidated  Steel  &  Wire  Co.,  received  $850  in  new  securities 
for  $100  in  old.    Then  you  add  this  clause : 

Undoubtedly  the  stock  of  the  Consolidated  Steel  &  Wire  Co.  was  worth  con- 
siderably more  than  par  from  the  standpoint  of  earnings. 

Mr.  Smith.  Yes. 

Mr.  Gardner.  I  wanted  to  know  from  the  standpoint  of  its  market 
price. 

Mr.  Smith.  It  is  simply  based  on  that  statement.  I  have  the  rec- 
ollection that  it  was  aoove  par  considerably.  I  do  not  know  what 
the  figure  was.    That  is  in  relation  to  the  Consolidated. 

Mr.  Lindabury.  I  would  suggest  to  the  committee  that  these 
values  and  these  figures  could  w  gotten  and  used  much  more  serv- 
iceably  if  they  were  tabulated  by  your  expert  or  by  somebody. 

The  Chairman.  These  are  just  copied  from  the  books  of  the  com- 
panv. 

Mr.  Lindabury.  If  you  had  a  column  showing  the  market  quota- 
tions  at  the  time,  it  would  be  in  usable  shape,  it  seems  to  me. 

The  Chairman.  These  are  figures  that  were  copied  to  show  the 
valuations  at  the  time  of  the  consolidation. 

Mr.  Smith.  We  do  have,  on  page  20,  the  average  market  price  of 
the  stock  of  the  constituent  companies  from  1899  to  1900,  and  the 
average  market  price  of  the  preferred  stock  of  the  American  Steel 
&  Wire  during  that  period  was  $89.41 ;  and  of  the  common,  $48.26. 

The  Chairman.  What  I  am  trying  to  get  at  is  this :  Between  the 
time  that  the  Consolidated  Steel  &  Wire  Co.  capitalized  at  $100  a 
share  and  the  time  it  became  the  American  Steel  &  Wire  Co.  of 
New  Jersey  there  was  no  increase  in  the  tangible  assets  of  the  com- 
pany ;  that  is,  there  were  no  new  blast  furnaces  and  no  new  prop- 
erties ? 

Mr.  Smith.  My  impression  is  that  we  have  some  information  on 
that.    I  am  not  sure  about  it.    If  we  have,  it  will  appear. 

The  Chairman.  You  say  here: 

Thus  each  $100  stock  of  the  old  Consolidated  Co,  became  $490  in  the  stock 
of  the  New  Jersey  concern. 
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Did  it  become  $490  of  the  stock  because  of  the  increase  of  tangible 
assets,  the  purchase  of  ores,  or  the  construction  of  plants,  or  by  the 
effect  of  this  process  of  consolidation  and  exchanges  of  stock? 

Mr.  Smith.  Simply  by  exchanges  of  stock  and  readjustment  of 
capitalization. 

The  Chairman.  The  same  process  was  repeated  when  they  became 
the  American  Steel  &  Wire  Co.  of  New  Jersey.  Then,  if  that  is 
the  case,  this  $100  of  stock  became  by  this  process  ultimately  $617 
of  stock  ? 

Mr.  Smith.  That  last  figure  I  do  not  know  anything  about,  but 
the  $490  I  do  know  about. 

The  Chairman.  From  your  figures,  leaving  out  the  $617,  the 
value  of  this  stock,  estimated  and  judging  it  by  the  par  value  of  the 
Consolidated  Steel  &  Wire  Co.,  was  $18,400,000,  was  it  not? 

Mr.  Smith.  1  could  not  verify  that  figure  offhand. 

The  Chairman.  You  can  verify  it  from  your  figures  there.  All 
you  have  to  do  is  to  divide  one  into  the  other. 

Mr.  Smith.  It  is  rather  a  complex  division,  because  there  are  two 
classes  of  stocks  here. 

The  Chairman.  No  ;  if  it  was  $100  of  stock  in  the  beginning  and 
became  $640  of  stock,  all  you  have  to  do  is  to  divide  $640  into  the 
total  capitalization. 

Mr.  SaiiTH.  The  exchanges  were  at  different  ratios. 

The  Chairman  (continuing).  Into  the  $89,899,000. 

Mr.  Smith.  I  am  not  clear  enoush  on  that  calculation  to  want  to 
say  offhand  what  the  result  would  oe. 

The  Chairman.  It  is  simply  a  matter  of  division. 

Mr.  Smith.  If  that  is  so,  then  it  is  very  easy  to  make,  of  course. 

Mr.  LiNDABURY.  Do  I  understand  the  witness  to  say  that  there 
were  no  additions  to  the  property  during  this  time? 

Mr.  Smith.  I  did  not  say  that.    I  saiu  there  was  none  stated  here. 

The  Chairman.  They  state  here  that  they  did  it  by  simply  turning 
them  over. 

Mr.  liiNDABURY.  He  does  not  say  that. 

The  Chairman.  I  beg  leave  to  differ  with  the  gentleman.  I  may 
be  mistaken,  but  the  commissioner  and  I  agree  that  these  figures  as 
to  the  value  of  the  stock  of  the  Consolidated  Steel  &  Wire  Co.  from 
$100  per  share  to  $490  per  share  resulted  simply  from  the  exchanges 
of  the  stock.  The  Consolidated  Steel  &  Wire  Co.,  with  its  constitu- 
ent concerns — seven  plants — became  the  American  Steel  &  Wire  Co. 
of  Illinois.  They  issued  for  $100  of  stock  the  $175  of  preferred  and 
the  $175  of  common.  Then  this  company  became  the  American  Steel 
&  Wire  Co.  of  New  Jersey,  and  each  $100  of  Illinois  stock  received 
$120  in  common,  and  so  on. 

Then  he  says,  with  these  subsequent  changes  of  stock : 

Each  $100  stock  of  the  old  ConsoUdated  Co.  became  $490  in  the  stock  of  the 
New  Jersey  concern. 

That  is  Mr.  Smith's  statement? 

Mr.  LiNDABURY.  No,  no. 

The  Chairman.  I  think  it  is. 

Mr.  Smfth.  If  you  will  allow  me,  Mr.  Chairman,  I  think  it  is 
quite  possible  that  in  my  answer  a  minute  or  two  ago  I  made,  unin- 
tentionally, a  misstatement,  or  what  may  be  considered  as  such. 
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What  I  meant  to  say  was  that,  so  far  as  the  matter  is  stated  here, 
the  increase  firom  $100  in  the  original  concern  to  $490  in  the  Amer- 
ican Steel  &  Wire  Co.  of  New  Jersey  appears  as  the  result  of  read- 
justment of  the  capitalization  and  exchange  of  securities;  but  I  did 
not  make  any  statement  there,  one  way  or  the  other,  as  to  whether 
there  were  additional  assets  added,  because  that  I  do  not  know  any- 
thing about 

The  Chairman.  The  inference,  as  you  say,  from  this  paragraph,  is 
that  there  was  not. 

Mr.  Smith.  Perhaps  I  ou^ht  to  retract  that.  I  do  not  know  what 
the  inference  is.    Of  course  it  speaks  for  itself. 

The  Chairman.  Let  me  see  if  I  understand.  What  you  said  is 
that  the  Consolidated  Steel  &  Wire  Co.  became  the  American  Steel 
&  Wire  Co.  of  Illinois.    Was  that  the  first  consolidation  ? 

Mr.  Smith.  Yes. 

The  Chairman.  Then  the  American  Steel  &  Wire  Co.  of  Illinois 
became  the  American  Steel  &  Wire  Co.  of  New  Jersey? 

Mr.  Sboth.  Yes. 

The  Chairman.  Then  the  American  Steel  &  Wire  Co.  of  New  Jer- 
sey became  a  constituent  company  of  the  United  States  Steel  Corpo- 
ration? 

Mr.  Smith.  Yes. 

The  Chairman.  With  each  change  in  name  there  was  an  exchange 
in  securities? 

Mr.  Smith.  Yes. 

The  Chairman.  They  had  the  same  plants,  practically,  in  both 
cases,  and  the  same  incorporators;  but  tney  changed  the  name  and 
they  increased  the  issue  of  stocks.    Is  not  that  what  they  did  there? 

Mr.  Smith.  We  do  not  say  whether  they  added  new  plants  or  not ; 
but  we  do  say  on  page  6,  here : 

The  consolidation  of  wire  interests  is  a  consplcuovia  illustrntlon  of  the  great 
Inflation  of  capitalization  thus  brought  about 

Then  we  go  on  with  the  rest  of  the  statement  that  you  read.  That 
obviously  means  that,  in  our  opinion,  the  capitalization  was  inflated 
more  than  the  assets  were  increased. 

The  Chairman.  Of  course. 

Mr.  Smith.  Whether  they  did  actually  add  any  assets  or  not,  we 
do  not  say. 

The  Chairman.  Do  you  know  ? 

Mr.  Smith.  I  do  not  know,  now.  I  think  we  do  have  information 
upon  it. 

The  Chairman.  Did  you  mean  for  the  reader  to  infer  that  there 
were  no  additions  to  the  principal  assets  of  that  companv? 

Mr.  Smith.  We  did  not  make  any  implication  of  that  sort.  We 
simply  said  that  this  was  an  example  of  inflation. 

The  Chairman.  Mr.  Smith,  if  they  had  added  175  per  cent  to  their 
tangible  assets;  that  is,  if  they  had  bought  175  per  cent  more  of  ores 
ana  blast  furnaces  and  rolling  mills,  and  then  in  this  next  conversion, 
if  they  had  added  the  difference  between  175  per  cent  and  350  per 
cent  of  the  original  amount  in  other  tangible  and  additional  assets, 
for  which  they  paid  good,  hard  money,  then  this  would  not  have  been 
an  example  ox  stock  inflation  at  all,  would  it? 
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Mr.  Smith.  Precisely.  Our  implication  there  is  this:  That  while 
there  may  have  been  or  may  not  have  been  an  addition  of  assets, 
there  was  a  far  greater  addition  of  stock. 

The  Chaikman.  Exactly. 

Mr.  Smit^.  That  is  it. 

The  Chairman.  This  company,  then,  according  to  your  figures — 
and  I  hope  you  will  verify  them,  because  it  does  not  matter  which 
one  you  take — this  company,  you  remember,  as  stated  in  your  report, 
had  a  stock  value  of  $50,000,000  common  and  $40,000,000  preferred, 
or  $40,000,000  common  and  $50,000,000  preferred;  I  wish  you  would 
look  at  the  report  and  see. 

Mr.  Smith.  The  preferred  stock  of  the  American  Steel  &  Wire 
was  $40,000,000. 

The  Chairman.  And  the  common  was  what? 

Mr.  Smith.  Let  me  see.    I  do  not  know  that  that  is  stated. 

The  Chairman.  You  state  it  in  the  first 

Mr.  Smith.  The  amount  acquired  by  the  United  States  Steel  Cor- 
poration, which  I  take  to  be  practically  all,  was  $49,981,400  of  the 
common  stock. 

The  Chairman.  And  $50,000,000  of  the  other? 

Mr.  Smith.  And  thev  acquired  $39,999,000  of  the  preferred. 

The  Chairman.  Those  sums  give  $89,899,300  ? 

Mr.  Smith.  Not  quite  that. 

The  Chairman.  If  you  will  add  them,  you  will  see. 

Mr.  Smith.  They  give  $89,980,400. 

The  Chairman.  Each  $100  of  stock,  according  to  that  statement 
on  page  16,  became  $490  of  stock. 

Mr.  Smith.  Each  $100  of  the  Consolidated  ? 

The  Chair3ian.  Yes;  became  $490  of  the  American  Steel  &  Wire? 

Mr.  Smith.  Yes. 

The  Chair3£an.  Then,  according  to  your  figures  here,  if  the  $100 
of  stock  represented  the  actual  value  of  the  concern  at  the  begin- 
ning, the  actual  value  did  not  chaujee  by  the  stock  inflation?  The 
actual  tangible  value  did  not  change  f 

Mr.  Smith.  I  do  not  know  whether  there  was  any  change  or  not 
in  that. 

The  Chairman.  If  there  was  not,  the  actual  value  at  the  beffin- 
ning  and  afterwards,  if  this  was  a  mere  stock  inflation,  was  bound  to 
be  $18,000,000,  was  it  not? 

Mr.  Smith.  You  are  dividing  $89,000,000  by  $490  ? 

The  Chairman.  Yes ;  you  can  make  the  calculation. 

Mr.  Smith.  If  you  can  divide  that  way;  jes. 

The  Chairman.  That  is  the  way  to  divide,  is  it  not,  to  find  out 
what  it  was  actually  worth,  if  there  was  no  increase  in  tangible 
value  ? 

Mr.  Smith.  You  see  the  American  Steel  &  Wire  Co.  of  New  Jer- 
sey took  in  a  number  of  other  concerns  besides  the  Consolidated. 

The  Chairman.  Here  is  what  I  am  trying  to  get  at:  If  they  did 
not  increase  the  tangible  value,  and  $100  represented  the  actual  value 
of  the  Consolidated  Steel  &  Wire  Co.,  and  this  was  simply  a  matter 
of  stock  inflation,  its  tangible  va}ue  was  not  increased  by  this  dick- 
ering of  the  stocks,  was  it? 

Mr.  Smith.  If  they  did  not  do  anything,  no;  of  course  not;  the 
tangible  value  was  not  increased. 
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The  Chairman.  If  they  did  not  do  anything,  then  when  you  get 
a  statement  of  the  total  amount  of  tibeir  stocks,  $89,000,000,  the  way 
to  find  the  actual  tangible  value  would  be  to  divide  ^90  into  the 
$89,000,000,  would  it  not  ? 

Mr.  Smith.  No;  it  seems  to  me  not;  because  that  $89,000,000  is 
made  up  of  other  concerns  that  also  went  into  that  company. 

The  Chairman.  But  you  do  not  say  that  ? 

Mr.  Smith.  Oh,  yes ;  we  do.    We  say : 

In  tbe  organization  of  the  American  Steel  &  Wire  Co.  of  Illinois,  in  March, 
1908,  each  $100  of  the  stock  of  the  Consolidated  Steel  &  Wire  Co.,  one  of  the 
constituent  concerns — 

We  do  not  say  it  was  all  of  them.  It  was  not  all  of  them,  I  pre- 
sume.   That  is  the  difficulty  with 'that  calculation. 

The  Chairman.  Is  there  any  statement  here  of  any  other  concerns 
coming  in? 

Mr.  Smith.  We  did  not  state  them. 

Mr.  LiNDABUBT.  You  have  it  in  the  record  here,  as  to  30  other  con- 
cerns that  came  in. 

The  Chairman.  In  the  record? 

Mr.  LiNDABXTRY.  Yes. 

The  Chairman.  In  what  record? 

Mr.  LiNDABTTRT.  In  this  record  here.  The  American  Steel  &  Wire 
Co.  was  made  up  of  30  concerns. 

Mr.  Smith.  At  page  13  is  a  list  of  other  constituent  companies. 

Mr.  LiNDABURY.  I  think  it  is  30.    It  is  about  that. 

Mr.  Smith.  So  that  it  is  not  safe  to  divide  in  that  way. 

I  did  not  quite  get  your  point  at  first,  Mr.  Chairman,  and  that  is 
the  reason  I  was  perhaps  a  little  bit  obtuse  in  explaining  the  situ- 
ation. 

The  Chairman.  I  see,  at  page  19,  you  estimate  the  value  of  the 
American  Steel  &  Wire  Co.  of  New  Jersey  at  $40,000,000? 

Mr.  Smith.  Yes. 

The  Chairman.  That  is  in  tangible  assets — its  actual  value? 

Mr.  Smith.  Yes. 

The  Chairman.  Do  you  mean  to  say  that  there  was  the  difference 
between  $18,000,000,  the  real  value  of  the  Consolidated  Steel  &  Wire 
Co.,  and  $40,000,000  added  in  this  process  of  stock  inflation  ? 

Mr.  Smith.  There  were  a  number  of  other  concerns  that  went 
into  the  American  Steel  &  Wire  Co.  besides  the  Consolidated. 

The  Chairman.  Let  us  take  that  table. 

Mr.  Smith.  The  table  opposite  page  13,  at  the  head  of  the  second 
column  ? 

The  Chairman.  Yes. 

Mr.  Smith.  There  are  six  companies  that  went  into  the  American 
Steel  &  Wire  Co.  besides  the  Consolidated. 

The  Chairman.  You  make  a  statement,  for  instance,  as  to  the 
American  Steel  &  Wire  Co.  of  New  Jersey  and  place  that  at 
$40,000,000.  Have  you  any  data  showing  the  actual  value  of  the 
constituent  concerns  that  went  into  this  American  Steel  &  Wire  C<k 
of  New  Jersey? 

Mr.  Smith.  I  think  we  have  some. 

The  Chairman.  Is  that  made  up  of  the  sum  total  ? 

Mr.  Smith.  I  think  so. 

17042— No.  9—11 i 
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The  Chaibmak,  I  hope  you  will  make  a  memorandum  here,  with 
the  consent  of  the  President,  to  furnish  this  committee  with  a  state- 
ment of  the  actual  value  placed  upon  the  cost  of  construction,  physi- 
cal valuation,  of  each  one  of  the  properties  of  the  various  concerns 
in  that  table. 

Mr.  Smith.  In  the  New  Jersey  company? 

The  Chairman.  In  all  of  these  companies — ^the  American  Bridge 
Co.  and 


Mr.  Smith.  I  do  not  think  we  have^ 


The  Chairman.  As  many  of  them  as  you  have. 

Mr.  Smith.  Of  the  property? 

The  Chaibhan.  Yes.  x  ou  make  one  estimate  on  the  physical  val- 
uation of  each  one  of  these  companiea 

Mr.  Smith.  I  am  sure  we  have  not,  in  the  case  of  a  great  many  of 
them,  anything  approaching  it  at  all. 

The  Chairman.  Now,  the  Carnegie  Steel  Co.  That  company  is 
valued  at  $160,000,000? 

Mr.  Smith.  Yes. 

The  Chairman.  Is  it  not  a  fact  that  at  the  time  the  Carnegie  Steel 
Co.  was  absorbed  by  the  United  States  Steel  Corporation  there  was 
a  statement  issued  to  the  directors  and  stockholders — ^the  directors, 
at  least,  the  governing  powers  of  the  Carnegie  Steel  Co.r— that  the 
value  oi  the  tangible  asets  of  the  Carnegie  Steel  Co.,  including  plants 
and  all  equities  m  those  plants,  was  $81,000,000  ? 

Mr.  Smitei.  We  have  on  pages  16  and  17  this  statement — ^begin- 
ning at  the  botom  of  page  16 : 

The  book  value  of  tbe  property  of  the  old  Gamegle  Steel  Ck>.  (Dtd.)  (which 
had  approximately  a  29^  per  cent  Interest  in  the  H.  O.  Frick  Coke  Go.)  on 
March  1,  1900,  or  Just  before  these  two  concerns  were  transferred  to  the  CJar- 
negie  Ck).  of  New  Jersey,  was,  roughly,  $81,500,000. 

The  Chairbcan.  That  is  what  I  am  talking  about. 

Mr.  Smith.  That  is  the  book  value  given  of  the  old  Carnegie  Steel 
Co. 

The  Chairman.  Did  not  that  include  all  equities  and  everything  of 
value  that  they  could  put  down  on  the  books! 

Mr.  Smith.  I  could  not  answer  that    I  presume  it  did. 

Mr.  Gardner.  Just  read  the  next  sentence. 

Mr.  Smfth  (reading) : 

This  book  valuer  while  correct  for  some  of  the  properties  of  the  company* 
undoubtedly  understated  the  value  of  others,  particularly  the  item  of  "  invest- 
ments." 

My  answer  meant,  of  course^  that  they  had  it  all  in;  but  as  we 
have  said  here,  we  are  not  satisfied  with  the  valuations  they  put  on  it. 

The  Chaibman.  Tou  think  in  their  book  values  they  unoervalued 
their  own  properties? 

Mr.  Smith.  Some  of  them:  ye& 

The  Chaibman.  Gayley,  Cfamegie,  and  others,  in  Decomb^,  1899, 
stated  that  the  entire  oook  value  of  all  these  properties  and  equities 
and  everything  considered,  liberally  estimated,  was  $56,000,000  in 
round  numbers,  did  they  not  ? 

Mr.  Smith.  Those  were  the  affidavits  in  the  Frick  suit ! 

The  Chaibmak.  Tes. 

Mr.  Smith.  We  have  those  affidavits ;  yes. 
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The  Chatbman.  I  asked  Mr.  Gayley  about  those  and,  although 
he  was  vice  president  of  the  company,  I  believe^  he  could  not  recall 
any  improvements  of  sufficient  importanee  to  mipress  his  memory 
between  that  time— December,  1899 — and  April  1,  1901,  when  this 
compamr  was  absorbed  by  the  United  States  Steel  Corporation. 

Mr.  Smtth.  Th»^  was  one  very  important  improvement,  of  course, 
and  that  was  the  addition  of  the  other  71^  per  cent  of  the  Frick  Coke 
Co. 

The  Chaibhan.  The  Fridc  Coke  Co.  was  a  part  of  the  Carnegie 
Steel  Ca  at  that  time? 

Mr.  Smith.  The  Carnegie  Steel  Co.,  as  I  said  here,  held  29^  per 
cent  interest  in  the  H.  C.  Frick  Coke  Co.,  when  that  sheet  was 
made  up. 

The  Chairhan.  Making  it  $81,000,000? 

Mr.  Smith.  They  made  it  $81,000,000. 

The  Chairman.  How  do  you  reconcile  the  sworn  statements  of 
Frick,  Carnegie,  Gayley,  and  all  the  rest  of  them,  of  a  book  valu- 
ation of  $56,000,000,  if  there  was  actually  a  book  valuation  of 
$81,000,000? 

Mr.  Smith.  I  certainly  dp  not  attempt  to  reconcile  them. 

Mr.  LiNDABURT.  That  has  been  explained  a  neat  many  times. 

Mr.  Smith.  The  reasons  for  that  are  very  clear. 

The  Chairman.  How  do  they  explain  it? 

Mr.  LiNDABURY.  Judge  Gary  explained  it,  and  Mr.  Gayley  did 
too,  I  think. 

The  Chairman.  I  listened  for  an  explanation. 

Mr.  Smith.  Those  affidavits  are  ex  parte  statements  made  for  a 
particular  purpose. 

The  Chairman.  They  were-  sworn  to  as  the  truth. 

Mr.  Smith.  Oh,  yes;  but  there  are  lots  of  other  things  of  that  kind 
that  are  not  true. 

The  Chairman.  Yes;  but  I  would  hesitate  to  accuse  these  great 
financiers 

Mr.  Smith.  I  know ;  it  is  very  painful. 

The  Chairman.  Now,  then,  taking  $56,000,000  as  correct,  as  far 
as  that  property  was  concerned,  you  say  the  Frick  property  was 
added  suosequently? 

Mr.  LiNDABURY.  In  regard  to  that  matter,  is  not  this  the  expla- 
nation they  have  been  making  about  that:  This  book  value  was  a 
book  value  to  be  made  up,  or  made  up  in  a  certain  way,  according 
to  their  fundamental  agreement.  It  was  not  a  book  value  as  we 
understand  it,  or  as  investors  understand  it. 

The  Chairman.  It  was  what  each  man's  estate  was  to  receive  if 
he  died? 

Mr.  LiNDABURY.  Yes;  but,  nevertheless,  it  was  arrived  at  in  a 
particular  way,  and  prescribed  in  the  fundamental  agreement,  which 
gave  a  value  far  less  than  the  real  value.  That  is  the  explanation, 
as  I  recollect  it. 

The  Chairman.  That  was  exactly  the  thing  they  swore  was  not 
true.  That  was  the  position  Mr.  Frick  took,  and  they  swore  that 
Mr.  Frick  was  wrong;  that  he  was  getting  all  he  was  entitled  to  bj 
every  rule  of  equity  and  justice. 
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Mr.  LiKDABTTBY.  Nevertheless,  they  settled  on  a  basis  of  about  three 
times  that  figure.  They  settled  that  litigation  upon  a  basis  of  that 
being  worth  three  times  what  those  affidavits  said. 

The  Chaibman.  What  did  you  value  the  Frick  properties  at  ? 

Mr.  Smith.  We  have  not  valued  them  in  here.  I  nave  forgotten 
what  the  capitalization  was.  If  we  have  valued  them  in  here  I 
think  it  was  a  figure  of  about  $50,000,000.  The  report  speaks  for 
itself.    That  is  my  impression,  offhand. 

The  Chairman.  Take  $50,000,000  and  add  it  to  $81,000,000  and 
you  would  have  $131,000,000.    How  do  you  reach  $160,000,000  ? 

Mr.  Smith.  As  we  have  stated  here,  we  do  not  regard  that 
$81,000,00  as  an  adequate  estimate  of  the  real  value  of  the  property 
at  that  time. 

The  Chairman.  On  page  7  of  your  report 

Mr.  Smith.  Mr.  Chairman,  may  I  interrupt?  I  am  not  sure 
about  that  Frick  amount.  It  mi^ht  have  been  $50,000,000.  That 
is  simply  my  best  remembrance.    I  am  not  at  all  sure  of  it. 

The  Chairman.  I  am  not  positive  either,  and  I  have  not  that 
petition  here. 

Mr.  Smith.  Do  not  lay  it  up  against  me  if  that  is  wrong. 

The  Chairman.  I  understand  that  you  are  stating  what  you  think 
is  right. 

Mr.  Smith.  That  is  the  best  I  can  do. 

The  Chairman.  Neither  of  us  has  any  reason  to  make  a  statement 
that  is  not  correct. 

Mr.  Smith.  I  do  not  like  to  put  myself  on  record  as  to  a  figure 
which  may  be  wrong. 

The  Chairman.  My  recollection  is,  although  it  may  be  faulty, 
that  the  Frick  property,  at  the  time  of  this  suit  between  H.  C.  Fri^ 
and  the  Carnegie  people,  was  included  in  the  property  in  litigation. 
Do  you  know  about  that?  I  think  they  took  over  the  H.  C.  Frick 
Co.,  and  that  became  the  Carnegie  Steel  Co.  (Ltd),  and  the  Carnegie 
Steel  Co.  (Ltd.)  was  the  company  which  engaged  in  this  litigation. 
I  think  the  Frick  coal  properties  were  in  at  tnat  time. 

Mr.  Smith.  It  is  evidently  quite  clear  from  that  that  all  this 
Carnegie  Steel  Co.  (Ltd.)  owned  was  a  29^  per  cent  interest  in  the 
Frick  Co. 

Mr.  LiNDABURY.  That  is  my  recollection. 

Mr.  Smith.  They  owned  less  than  one-third — a  good  deal. 

The  Chairman.  Whatever  they  were,  they  were  in  at  the  time  of 
this  litigation? 

Mr.  LiNDABURT.  To  that  extent.    Afterwards  they  got  it  all. 

Mr.  Smtph.  Yes. 

The  Chairman.  It  would  be  29  per  cent  off  of  that  $50,000,000? 
It  would  make  it 

Mr.  Smith.  There  were  some  additions  between  that  date  and  the 
time  it  went  into  the  Steel  Corporation. 

The  Chairman.  On  page  vii  of  your  report  I  see  this : 

In  July,  1902,  In  defending  its  capitalization,  the  corporation  Itself  made  an 
estimate  similarly  classified. 

This  is  your  physical  valuation? 
Mr.  Smith.  Yes;  that  is  our  physical  valuation. 
The  Chairman.  The  manufacturing  properties,  including  blast 
furnaces,  $250,000,000  ? 
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Mr.  Smith.  Yes. 

The  Chaisican.  At  what  time  was  that  Taluation  made? 

Mr.  Smith.  That  is  as  of  1901. 

The  Chatbkan.  In  1901  the  physical  valuation  of  their  properties 
was  $250,000,000} 

Mr.  Smith.  The  manufacturing  properties,  including  blast  fur- 
naces. 

The  Chairman.  I  find  the  bureau's  estimate,  on  page  28,  of  the  in- 
vestment of  constituent  companies  of  the  United  States  Steel  Cor- 
poration in  manufacturing  plants  (including  blast  furnaces)  and 
real  estate  at  the  dates  of  their  respective  organizations.  In  one  col- 
umn you  have  their  preferred  stock,  and  in  another  column  their  cur- 
rent assets  at  organization,  and  in  t;he  third  the  physical  valuation 
of  the  property.    Is  that  correct  ? 

Mr.  SMITH.  Yes. 

The  Chairman.  There  you  value  those  same  properties  at 
$196,664,000 1 

Mr.  Smith.  That  is  correct.  That  is  the  value  at  the  date  of  their 
respective  organizations. 

The  Chairman.  That  is  at  the  date  of  their  organizations  ? 

Mr.  Smith.  Yes. 

The  Chairman.  These  two  valuations  appear  to  me  to  be  found  at 
the  same  time  and  on  the  same  basis,  but  you  do  not  get  the  same 
amount  ? 

Mr.  Smith.  They  are  not  found  at  the  same  time.  The  first  one, 
at  page  23,  is  as  of  the  date  of  the  organization  of  the  constituent 
concerns. 

The  Chairman.  Yes. 

Mr.  Smith.  And  the  second  one,  at  page  26,  is  at  the  date  of  the 
or^nization  of  the  Steel  Corporation. 

The  Chairman.  How  long  was  it  between  the  time  the  constituent 
concerns  were  organized  and  the  time  the  Steel  Corporation  was 
organized  ? 

Mr.  Smith.  It  differs  with  the  different  concerns.  With  the  Fed- 
eral Steel  Co.,  I  think  it  was  three  years.  It  depends  upon  the  dif- 
ferent concerns. 

Mr.  LiNDABTjRY.  It  nuis  from  1898  to  1901. 

The  Chairman.  It  was  the  latter  part  of  1898  before  there  was  a 
complete  organization  of  these  constituent  concerns,  was  it  not? 

A&.  Smith.  Some  of  them  did  not  get  organized  at  that  time.  I 
can  not^ve  the  dates  offhand. 

The  (^lAiRMAN.  It  would  be  safe  to  say  that  January  1,  1899, 
would  mark  the  complete  organization  of  all  those  concerns? 

Mr.  Smith.  That  would  not  be  an  accurate  way  of  stating  it.  We 
have  to  take  the  additions  made  to  each  company  since  its  organiza- 
tion up  to  the  time  of  the  Steel  Corporation. 

The  Chairman.  They  always  speak  of  the  consolidation  as  of 
1898.  We  will  say  April  1,  1898,  would  be  a  liberal  estimate  when 
they  were  all  organized? 

Mr.  Smtth.  I  would  not  fi^re  it  on  any  such  basis.  We  have  to 
take  each  concern  and  the  date  of  its  organization  and  figure  the 
addition  since  then. 

The  Chairman.  To  what  do  you  attribute  the  increase  in  actual 
value  between  these  concerns  ?  In  one  case  it  is  $198,000,000  in  round 
numbers,  and  in  the  other  it  is  $250,000,000. 
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Mr.  Smith.  Yes. 

The  Chairman.  How  do  you  account  for  such  an  increase  in  their 
actual  value? 
Mr.  Smith.  On  page  28  we  say  : 

As  shown  above,  the  aggregate  surplus  earnings  of  all  Ite  subsidiaries  from 
the  date  of  their  respective  organizations  to  April  1,  1901,  were  approximately 
$117,700,000.  A  part  of  this  was  invested  in  manufacturing  properties,  and  a 
portion  of  the  original  working  capital  of  these  concerns  was  also  used  for  this 
same  purpose.  *  •  •  From  various  data  obtained  the  bureau  bas  oonolucled 
that  an  allowance  of  *  $250,000,000  would  be  sufficient  to  cover  the  total  Invest- 
ment in  these  manafacturing  properties  on  April  1,  1901. 

In  the  paragraph  below  we  give  some  reasons  from  the  Steel 
Corporation's  own  estimate  why  we  think  that  is  a  correct  state- 
ment. This  difference  is  due  to  additions  made  during  the  interval, 
Mr.  Chairman. 

The  Chairman.  Can  you  furnish  this  committee,  with  the  consent 
of  the  President,  with  a  statement  of  the  value  and  location  of  the 
blast  furnaces  and  the  like,  the  plants  having  changed  value,  of  these 
various  concerns,  between  the  dartes  of  these  two  estimates? 

Mr.  Smith.  I  think  we  have  it  in  some  cases.  I  do  not  know  that 
we  have  in  all  of  them.    I  will  see  what  I  have,  Mr.  Chairman. 

The  Chaibman.  I  will  ask  you,  Mr.  Commissioner,  to  turn  to  that 
part  of  your  report  where  you  figure  the  profits  of  the  concern.  It 
IS  12  per  cent  in  round  numbers. 

Mr.  Smith.  That  is  in  the  latter  part.  If  you  want  it  in  the 
summarjr  it  is  on  page  51.  That  is  where  there  is  the  best  discus- 
sion of  it. 

Mr.  LiNDABUKY.  That  is  12  per  cent  on  his  valuation,  not  ours. 

Mr.  Smith.  Yes.    Twelve  per  cent  on  our  valuation. 

The  Chairman.  You  mean  in  the  latter  part  of  the  letter  of  sub- 
mittal to  the  President? 

Mr.  S3IITH.  Yes;  but  the  best  discusision  of  it  is  at  page  51. 

The  Chairman.  I  know ;  but  I  can  follow  it  better  here  on  page  8. 

Mr.  Smith.  Page  viii  of  the  Soman  numerals. 

The  Chairman.  I  find  this : 

Since  its  formation  the  corporation,  from  surplus  earnhigs — allowing  for 
depreciation  and  changes  in  securities — has  made  good  much  of  the  or^nal 
excess  of  its  capitalization  over  tangible  property. 

That  is  what  you  would  ordinarily  call  "  water,"  is  it  not? 
Mr,  Smith.  I  fancy  you  would,  Mr.  Chairman. 
The  Chairman  (continuing  reading) : 

That  excess  in  1901  was  about  $700,000,000,  or  100  per  cent,  and  in  1910 
only  about  $280,000,000,  or  24  per  cent  The  total  tangible  value  in  1010  waa 
$1,187,000,000. 

In  other  words,  according  to  this  calculation,  the  United  States 
Steel  Corporation  absorbed,  with  an  actual  investment  of  $700,000,- 
000,  $487,000,000  of  water,  did  it  not? 

Mr.  Smith.  Yes;  that  is  the  deduction  here.  They  did  not  absorb 
it,  exactly.    They  squeezed  it  out. 

Mr.  LiNDABUBT.  Instead  of  absorbing  it,  they  squeezed  it  out. 

Mr.  Smith.  Yes.    It  is  the  reverse  process. 

The  Chairman.  They  sweated  it  out  I 

Mr.  LiNDABUBY.  You  may  call  it  that.  It  goes  out.  It  does  not 
come  in. 
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The  Chairmait.  Have  you  a  statement  here  aitywhere  of  the 
amount  of  dividends  that  tbey  declared? 

Mr.  Smith.  I  do  not  think  we  have  in  here. 

The  Chaibman.  Did  they  not  declare  an  average  of  about  7*  per 
cent  on  their  preferred  stock? 

Mr.  Smith.  I  should  not  want  to  give  a  ata^emextt  of  dividends, 
without  accurate  figures. 

Mr.  LufDABUBT.  There  is  no  average.  I  will  state  that  tbey  have 
always  paid  7  per  cent  on  their  preferred  stock,  which  is  the  charter 
percentage;  and  thqr  never  have  defaulted.  The  charter  provides 
for  7  per  cent  dividends  on  preferred  stock,  which  the  company  has 
always  paid. 

The  Chaibmak.  And  they  have  paid  what  per  cent  on  tfaeir  bonds  ? 
Five  per  cent  ? 

Mr.  Lii^DABUBY.  Yes ;  their  bonds  are  5  per  cent  bonds,  except  the 
first  issue  that  Mr.  Carnegie  took;  and  I  think  tbey  are  5.  Yes; 
they  are  5,  too. 

The  Chaibmak.  I  am  a  poor  mathematician,  but  takiiig  $700,- 
000,000  as  the  capitalization  and  adding  $487,000,000  which  was  net 
profits  and  was  used  to  absorb  this  excess  overcapitalisation,  or 
"  water "  as  we  commonly  call  it,  the  6  per  cent  on  the  bonds,  the  7 
per  cent  on  their  preferred  stock,  and  the  per  cent  on  their  com- 
mon stock  gives  me  an  amount  grossly  in  excess  of  an  annual  [)rofit 
of  12  per  cent.  I  would  like  to  get  tne  commissioner  to  state,  if  he 
has  ever  made  that  calculation,  upon  what  he  bases  this  calculation 
of  12  per  cent  profit. 

The  $700,000,000  concern,  according  to  your  statement  here,  be- 
comes a  $1,187,000,000  concern;  pays  5  per  cent  on  $320,000,000  of 
bonds,  I  think  it  is ;  7  per  cent  on  five  himdred  and  odd  million  dol- 
lars of  preferred  stock,  and  4  or  5  per  cent  on  the  common  stock ;  and 
that  amount,  according  to  my  calcinations — I  have  not  them  at  hand — 
amounts  to  about  28  per  cent  profit.  I  will  ask  the  commissioner  if 
he  has  not  time  to  figure  it  out  now.  to  do  so  later,  and  make  that 
statement  for  me. 

Mr.  Smith.  I  will  see  if  I  can  get  the  question  clearly. 

The  Chaibman.  Upon  what  do  you  figure  the  12  per  cent  profit  ? 

Mr.  Smith.  It  is  given  at  page  54.  It  is  figured  on  our  estimate  of 
the  total  investment  in  tangible  property  divided  into  the  annual 
earnings — earnings  as  adjusted  by  the  bureau.  You  will  find  it  on 
page  M. 

The  Chaibman.  In  that  statement  there,  do  you  figure  12  per  cent 
on  the  entire  capitalization  of  the  concern,  water  and  all? 

Mr.  Smith.  As  we  have  stated  here,  it  is  figured  on  the  total  invest- 
ment in  tangible  property. 

The  Chaibman.  How  much  is  that? 

Mr.  Smith.  It  varies  in  different  years.  It  starts  with  $698,000,000 
in  1901,  and  runs  up  to  $1,186,982,038  in  1910. 

The  Chaibman.  Oh,  yes.  As  they  absorb  the  water  you  give 
them 

Mr.  Smith.  We  give  them  credit  for  more,  yes.  It  varies  in  each 
year. 

The  Chaibman.  What  did  you  figure  in  overhead  charges? 

Mr.  Smith.  You  mean  at  what  rate  ? 

The  Chaibman.  What  did  you  figure  in  overhead  charges  ? 
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Mr.  Smith,  t  could  not  give  you  the  details  of  that 

The  Chaibman.  Did  you  figure  the  cost  of  operating  the  United 
States  Steel  Corporation  itself  as  an  overhead  enarge  ? 

Mr.  Smith.  That  must  have  come  in. 

The  Chairman.  That  is  the  holding  company.  Do  you  consider 
that  as  an  overhead  charge  f 

Mr.  Smith.  That  must  have  come  in  as  one  of  the  charges. 

The  Chairman.  In  your  opinion  it  should  be  an  overhead  charge, 
whether  it  is  or  not  ? 

Mr.  S^QTH.  Certainly  the  cost  of  the  holding  company  has  got  to 
be  considered — ^the  operating  of  the  holding  company,  salaries,  and 
so  forth. 

Mr.  Sterling.  When  this  consolidation  was  made  I  think  there 
were  nine  subsidiary  companies  that  went  in  to  make  up  the  United 
States  Steel  Corporation. 

Mr.  Smith.  Well,  there  were  eight  acquired  on  the  1st  of  April, 
and  four  acquired  during  1901,  but  shortly  after  that. 

Mr.  Sterling.  I  am  not  sure  that  I  know  just  how  that  was  ac- 
complii^ed,  but  I  want  to  see  if  I  am  right  about  it:  The  United 
States  Steel  Corporation  simply  proposed  to  take  up  the  stock  of  the 
subsidiary  companies,  and  g^ve  its  stock  in  exchange,  did  it  not? 

Mr.  Smith.  1  think  that  is  the  general  understanding  of  the  sit- 
uation. 

Mr.  LiNDABURT.  Save  the  Carnegie  Co.  The  gave  a  pretty  large 
amount  of  bonds. 

The  Chairman.  And  they  agreed  on  the  interchangeable  value 
of  the  two  stocks,  and  the  exchange  was  made  on  that  basis? 

Mr.  Smith.  That  evidently  was  the  course  of  proceedings.  We 
do  not  give  the  basis  of  exchanges  here. 

Mr.  Sterling.  Then  this  stock  of  the  subsidiary  companies  became 
the  stock  of  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  It  became  the  property  of  the  United  States  Steel 
Corporation ;  yes. 

Mr.  Sterling.  It  is  never  considered  when  it  comes  to  computing 
dividends — that  stock,  as  held  by  the  United  States  Steel  Corpora- 
tion— as  the  stock  of  the  subsidiary  companies?  That  is  never  con- 
sidered when  they  come  to  compute  dividends,  is  it? 

Mr,  Smith.  I  do  not  believe  I  quite  get  your  question.  Judge. 

Mr.  Sterling.  Does  the  Unitea  States  Steel  Corporation  own  ail 
the  stock  of  these  several  companies  ? 

Mr.  Smith.  Not  all  of  it.  Practically  all;  but  there  is  a  sli£:ht 
amount — I  think  it  is  half  a  million,  or  something  like  that — ^that 
is  outstanding. 

Mr.  Sterling.  That  is  held  by  individuals  outside? 

Mr.  Smith.  I  think  so. 

Mr.  Sterling.  Is  this  stock  of  these  subsidiary  companies  in  the 
hands  of  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  I  suppose  it  must  be ;  yes.  That  is  what  our  statement 
is  here — that  it  was  transferred  to  ttiem. 

Mr.  Sterling.  That  stock  is  not  considered  when  they  come  to  com- 
pute dividends?  They  do  not  compute  dividends  on  that  stock,  do 
they? 

Mr.  Smith.  You  mean  the  United  States  Steel  Corporation  itself? 

Mr.  Sterling.  Yes. 
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Mr.  Smith.  They  would  compute  their  dividends  on  their  own 
stock. 

Mr.  Stbruno.  Would  the  subsidiary  companies  compute  dividends 
on  the  stock  that  they  turned  over  to  the  United  States  Steel  Cor- 
poration ? 

Mr.  Smith.  I  presume  their  method  would  be — I  do  not  know  at 
all — but  my  presumption  is  that  they  make  so  much  in  a  year,  the 
subsidiary  companies — ^the  American  Steel  &  Wire,  say — and  then 
declare  a  dividend  on  their  stock,  and  that  dividend  goes  to  the 
holder  of  the  stock,  which  in  that  case  happens  to  be  the  United 
States  Steel  Corporation.    But  I  do  not  know. 

Mr.  Sterling.  That  is  the  point  that  I  am  doubtful  about. 

Mr.  Smith.  That  may  be  a  pure  assumption  on  my  part. 

Mr.  Stbblino.  Do  not  all  the  benefits  of  all  of  these  subsidiary 
coQipanies  go  into  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  That  would  be  my  assumption,  yes ;  except  those  that 
belong  to  the  very  small  amount  of  outstanding  stock.' 

Afr.  LiNDABURT.  That  is  right  only  as  they  are  declared  in  divi- 
dends. 

Mr.  Smith.  Only  as  they  are  declared  in  dividends. 

Mr.  Gardner.  The  testimony  that  was  ^iven  here  was  to  the  effect 
that  the  subsidary  company  declared  dividends  on  its  earnings,  just 
as  if  it  was  an  entirely  independent  company? 

Mr.  Smith.  Yes. 

Mr.  Gardner.  And  then  paid  those  dividends  over  to  the  stock- 
holder, to  wit,  the  United  States  Steel  Corporation,  and  when  it  had 
collected  together  all  the  dividends  which  had  been  declared  on  their 
own  stock  by  the  subsidiary  companies,  they  found  they  had  a  cer- 
tain amount  available  for  dividends  which  they  proceeded  to  divide 
among  the  stockholders  of  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  That  is  nothing  that  we  happen  to  have  any  infor- 
mation about. 

Mr.*  Gardner.  That  is  the  evidence  before  this  committee,  as  I 
recollect  it. 

Mr.  LiNDABURT.  Mr.  MacRae  says  that  is  the  way  the  books  show 
it  was  done. 

Mr.  MagRae.  Practically,  the  net  income  of  the  subcompanies  be- 
comes the  gross  income  of  the  holding  company. 

Mr.  Sterling.  Does  not  that  work  an  injustice  to  some  of  the  sub- 
sidiary companies  in  that  way?  Do  not  some  of  them  make  more 
money  on  tne  capital  invested  than  others,  and  still  only  get  the 
same  rate  of  dividend  on  the  stock  which  they  hold  ?  How  do  they 
equalize  that? 

3fr.  Smfth.  I  do  not  believe  I  quite  understand  you.  I  believe 
Mr.  Lindabury  could  answer  that  better. 

Mr.  Lindabury.  I  think  I  can  satisfy  you  quickly  in  regard  to  that. 
You  see,  the  Steel  Corporation  is  the  sole  stockholder  of  the  stock  of 
that  company.  The  original  stockholder  has  exchanged  his  stock 
for  the  stock  of  the  Steel  Corporation,  and  therefore  he  is  only  in- 
terested in  such  dividends  as  may  be  declared  by  the  Steel  Corpora- 
tion to  all  its  stockholders.  There  is  no  longer  the  individual  hold- 
ing of  stock  in  the  subsidiary  companies  which  would  create  the  in- 
ec[uality  that  you  speak  of.  There  is,  so  far  as  the  Steel  Corpora- 
tion has  not  obtained  all  of  the  stock  of  the  subsidiary  companies. 
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Then  each  outstanding  stockholder  does  get  his  share  of  the  earning 
of  the  subsidiary  company,  which  in  some  is  larger  than  it  is  in 
others. 

Mr.  Steeling.  Is  there  much  of  that  stock  outstanding? 

Mr.  LiNDABusY.  Not  much. 

Mr.  Sterling.  The  United  States  ^teel  Ccnrporation  owns  the 
majority  in  each  of  the  subsidiary  corporations? 

Mr.  LiNDABUBY.  Oh,  yes ;  it  owns  nearly  100  per  cent  in  most,  and 
perhaps  over  95  per  cent  in  all. 

Mr.  Smith.  I  think  I  can  find  somewhere  here  the  amount.  My 
impression  is  that  the  entire  amount  outstanding  is  not  ov^  half  a 
million. 

Mr.  LiNDABUBY.  It  is  very  small. 

Mr.  Smith.  $580,000,  or  something  like  that. 

Mr.  Gardkbk.  It  is  in  the  annual  report 

Mr.  LiNDABUBY.  In  most  oases  they  own  it  all. 

Mr.  Smfih.  Yes.    I  have  it,  on  page  50: 

excluding  $620,352  par  value  of  stocks  of  subsidiary  coint>anies  not  held  by 
United  States  Steel  Corporation. 

Mr.  Sterling.  That  is,  as  to  all  of  them? 

Mr.  Smith.  Apparently.  That  is  the  statement  here.  My  belief 
is  that  that  is  about  right. 

Mr.  Sterling.  Suppose  the  United  States  Steel  Corporation  should 
acquire  that  stock. 

Mr.  Smith.  That  $600,000  worth  of  stock? 

Mr.  Sterling.  Yes.  Suppose  it  should  become  the  absolute  owner 
of  all  the  stock  of  all  the  subsidiary  companies.  What  purpose  would 
there  be  in  maintaining  these  suborganizations?  Why  not  just  elimi- 
nate them  entirely,  and  let  these  different  manufacturing  concerns 
and  transportation  companies  turn  their  earnings  right  into  the 
United  States  Steel  Corporation  as  they  are  acquired,  and  let  them 
distribute  them?  Would  there  be  any  purpose  in  the  suborganiza- 
tions, then? 

Mr.  Smith.  Probably  Mr.  Lindabury  can  answer  that  better  than 
1  can. 

Mr.  Lindabury.  I  do  not  believe  I  can,  but  still  I  will  try  to  answer 
it.  The  laws  of  the  different  States,  in  the  past  at  least,  have  made 
it  of  account  in  very  many  cases  that  business  done  within  the  State 
should  be  done  by  a  corporation  of  the  State.  In  other  words,  they 
require  reports  and  base  taxation  upon  all  the  business  of  a  corpora- 
tion doing  any  business  in  the  State,  wheresoever  it  is  done. 

I  know  on  that  account,  years  ago,  a  good  many  large  corporations 
organized  subsidiary  corporations  in  different  States,  just  to  do  the 
business  that  they  did  in  that  State,  so  that  they  would  not  have  to 
report  to  the  particular  State  any  business  except  what  they  did  in 
the  State. 

That  is  one  reason.  There  probably  were  no  others.  I  know  the 
Steel  Corporation  has  sometimes  of  late  considered  the  question  as 
to  whether  or  not  it  would  not  simply  unite  all  these  subsidiaries 
in  one  corporation,  instead  of  preserving  them  as  they  are  now.  Of 
course,  if  it  had  that  outstanding  stock,  that  would  be  easier,  and 
perhaps  it  would  have  been  done  already.  So  far  as  they  own  all  the 
stock,  the  particular  subsidiary  amounts  to  nothing  more  than  a 
department  of  the  corporation. 
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Mr.  Smith.  There  might  be  this  further  consideration,  Mr.  Ster- 
ling. I  think  it  frequently  happens  that  certain  kinds  of  business 
or  forms  of  business  can  not  be  carried  on  under  certain  State  laws, 
except  by  domestic  corporations.  I  think  that  is  quite  true  of  cer- 
tain water  companies  and  of  railroads  in  certain  States.  Would  not 
that  be  true,  Mr.  Lindabury  ? 

Mr.  LiNDABUBT.  Yes. 

Mr.  Smith.  So  that  a  New  Jersey  corporation  could  not  carry  on 
in  Pennsylvania  a  railroad  business,  for  instance,  under  a  New  Jersey 
dbarter.  They  would  have  to  maintain  their  old  Pennsylvania 
charter. 

Mr.  Oardner.  Mr.  Smithy  you  said  that  your  procedure  in  investi- 
gating the  affairs  of  the  United  States  Steel  Corporation  was  to  make 
a  demand  on  them  for  certain  information,  and  then  send  your  own 
men  with  the  information  that  had  been  supplied,  whether  it  was 
transcripts  of  their  minutes,  or  any  other  form  of  information,  and 
verify  it  by  selected  items.    What  did  you  mean  by  selected  items? 

Mr.  Smith.  Take,  for  instance.  Congressman,  a  cost-sheet  state- 
ment showing  the  cost  of  conversion  of  pig  iron  into  steel  ingots  and 
a  number  or  items  for  given  companies — the  cost  of  labor,  say,  for 
the  year  1902  in  a  given  mill  for  that  conversion ;  or,  if  the  record 
came  as  a  consolidated  record  for  the  whole  company,  or  for  a  given 
company,  we  would  go  to  that  particular  record  and  at  random  pick 
out  from  these  cost  sheets  some  item  like  that,  and  then  go  to  the 
original  books  and  see  whether  they  would  concur  enough  times  (and 
we  did  it  a  great  manjr  times)  to  make  sure  that  no  person  could 
have  by  any  amount  of  ingenuity  fixed  their  books  so  as  to  evade  us. 

Mr.  Gabdner.  In  other  words,  you  took  enough  samples  to  be  sure 
of  what  the  carload  contained  ? 

Mr.  Smith.  We  did. 

Mr.  Gardner.  Supposing  it  was  a  transcript  from  their  records; 
would  you  simply  sample  the  records  in  the  same  way?  I  am  not 
speakinff  now  of  where  figures  are  involved,  but  minutes  or  contracts. 

Mr.  Smith.  Yes;  I  do  not  think  we  have  to  do  very  much  of 
that.  My  impression  is  that  the  vast  bulk  of  the  material  was  ac- 
countings material;  but  I  presume,  of  course,  we  did  verify  other  rec- 
ords.   We  must  have. 

Mr.  Gardner.  Have  you  any  suspicion  in  vour  mind  as  to  the 
accuracy  and  completeness  of  the  information  furnished  by  the  Steel 
Corporation!  I  will  put  that  first  as  to  the  accuracy,  and  take  the 
completeness  as  a  second  question. 

Mr.  Smith.  Well,  I  think  not. 

Mr.  Gardner.  That  is  your  answer  in  regard  to  the  accuracy  of 
the  information  furnished.  Now,  have  you  any  suspicion  in  your 
mind  as  to  the  completeness  of  the  information  furnished  vou  by 
the  Steel  Corporation?  That  means,  of  course,  the  completeness 
of  the  information  bearmg  on  the  question  which  you  desired  to 
elucidate. 

Mr.  Smith.  That  is,  the  completeness  of  the  information  furnidied 
in  response  to  our  request  ? 

Mr.  Gardner.  Yes;  that  is  the  meaning  of  my  question. 

Mr.   Smith.  I  do  not,  at  present.  Congressman,  recollect  any 

Sound  for  believing  that  their  answers  were  not  complete,  in  good 
ith,  in  so  far  as  they  could  give  them.    However,  they  pointed  out 
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to  US  exceptions  in  a  number  of  instances;  for  instance,  where  we 
asked  for  the  old  records  of  the  subcompanies,  so  to  speak,  which 
may  have  been  pretty  ancient.  They  frankly  told  us  that  they  could 
not  get  them.  There  were  instances  like  that,  and  instances  of  uncer- 
tainty during  the  first  nine  months  of  their  organization.  They 
started,  April  1,  1901,  and  the  first  few  months  the  comptroller,  Mr. 
Filbert,  stated  that  they  were  in  the  "  suds,"  so  to  speak,  and  they 
had  not  got  the  thin^  very  well  organized,  and  he  had  to  do  a  cer- 
tain amount  of  guessmg  at  the  exact  figures.  Aside  from  instances 
of  that  sort,  I  have  now  no  recollection  which  would  justify  me  in 
saying  that  their  answers  wer  not  completely  responsive  to  our  ques- 
tions.   That  is  simply  my  recollection. 

Mr.  Gabdner.  Could  you,  without  violating  the  aspect  of  your 
duty  which  appears  to  you  after  reading  the  Attorney  General's 
opinion,  send  us  the  dates  on  which  the  XJnited  States  Steel  Corpo- 
ration acknowledged  the  return  of  those  cost  sheets? 

Mr.  Smfth.  I  think  I  can — if  they  did  acknowledge  them.  I  pre- 
sume they  did. 

Mr.  Gardner.  I  ask  that  (juestion  because  I  had  understood  from 
the  chairman  of  this  committee  that  the  cost  sheets  had  not  bc^en 
returned.    Is  not  that  so,  Mr.  Chairman? 

The  Chairman.  They  said  they  had  sent  those  papers  to  the 
Department  of  Commerce  and  Labor  and  could  not  furnish  them. 

Mr.  Gardner.  And  that  they  had  not  been  returned  to  them  ? 

The  Chairman.  They  did  not  say  that.  They  said  they  had  sent 
them,  and  could  not  furnish  them  for  that  reason. 

Mr.  Smith.  I  was  a  little  puzzled  in  the  matter. 

The  Chairman.  I  wrote  to  Mr.  Nagle  to  that  effect.  Mr.  MacRae 
is  here,  and  he  should  be  able  to  give  us  the  information. 

Mr.  LiNDABURY.  I  do  not  know  what  passed,  but  I  was  told  by 
somebody  there  that  the  department  had  returned  them. 

The  Chairman.  My  understanding  was  that  they  had  not  been 
returned.  That  statement  was  not  definitely  made.  I  asked  for  this 
data,  and  they  said : 

That  has  been  furnished  to  the  Department  of  Commerce  and  Labor. 

Mr.  Smith.  That  is  true ;  they  did  furnish  it,  but  we  sent  it  back. 

Mr.  McGiLLicuDDY.  Have  you  not  a  receipt  for  the  return  of  all 
those  documents? 

Mr.  Smith.  I  do  not  know  whether  we  have  the  formal  receipt  or 
not.  I  presume  we  have  an  acknowledgment  of  them.  I  have  letter- 
press copies  of  my  letters  sending  them,  at  least. 

Mr.  McGiLLicuDDY.  Those  letterpress  copies  will  tell  what  papers 
you  sent  back? 

Mr.  Smith.  Yes.  It  is  entirely  possible  that  something  may  have 
stuck  in  our  files. 

The  Chairman.  I  asked  them  for  all  the  data  that  they  had  fur- 
nished to  the  Department  of  Commerce  and  Labor,  and  my  under- 
standing was  that  that  data  was  in  the  possession  of  the  Department 
of  Commerce  and  Labor. 

Mr.  Smith.  That  is  certainly  a  misunderstanding. 

Mr.  LiNDABURT.  I  can  not  blear  you  out  in  that.  I  do  not  remem- 
ber it. 

The  Chairman.  That  was  my  impression.  I  was  under  the  im- 
pression  that,  having  furnished  it  to  the  Department  of  Commerce 
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and  Labor,  one  department  of  the  Government,  they  would  not  hesi- 
tate to  furnish  it  to  another  department;  and  I  came  to  the  conclu- 
sion that  the  United  States  Steel  Corporation,  having  been  so  courte- 
ous and  kind;— and  I  appreciate  that  courtesv — ^in  offering  volun- 
tarily to  furnish  us  anytnin^  we  wanted,  would  not  have  renised  the 
Federal  Congress  information  which  Uiey  gave  to  a  department 
except  for  the  fact  that  thev  did  not  have  it.  I  may  have  been  mis- 
taken, the  mistake  arisinjg  from  my  vanity,  perhaps,  in  hugging  the 
delusion  that  the  United  States  Steel  Corporation  would  take  this 
oommittee  into  its  confidence  to  the  same  extent  that  it  had  the 
Bureau  of  Commerce  and  Labor. 

Mr.  LiNDABUKY.  I  think  the  Chairman  is  in  error  in  this:  Every- 
thing that  we  furnished  the  department,  the  department  still  has,  as 
I  understand  it,  except  the  cost  sheets. 

Mr.  Smith.  Yes. 

Mr.  LiNDABUBY  (continuing).  Which  I  have  been  mformed  were 
returned.  But  I  was  not  wiuing  to  produce  the  cost  sheets  until  I 
had  had  a  conference  with  the  committee,  and  some  arrangement  of 
the  kind  I  alluded  to  this  morning  could  be  made  as  to  the  use  to  be 
made  of  them. 

Mr.  Smith.  We  do  not  claim  to  have  returned  anything  except  the 
cost  sheets. 

The  Chairman.  Mr.  MacRae  is  here,  and  I  will  call  him  to  give 
us  the  information,  if  you  say  so. 

Mr.  Liin>ABUBY.  No.  Let  us  wait.  You  are  going  to  have  an  ex- 
ecutive session  later,  and  I  want  to  get  away  as  soon  as  possible  this 
afternoon. 

The  Chaibman.  If  Mr.  Gardner  prefers  we  can  take  that  matter 
up.  I  diink  it  would  be  better,  however,  to  take  it  up  later  in  ex- 
ecutive session. 

Mr.  Gabdner.  My  sug^tion  is  that  we  should  have  the  dates 
of  the  acknowledgment  oithe  return  of  the  cost  sheets. 

Mr.  Smith.  Or  the  letters  that  transmitted  them,  if  we  have  not 
the  acknowledgment. 

Mr.  Gabdneb.  Yes;  in  the  absence  of  the  acknowledgment.  The 
acknowledgment  is  better,  because  it  shows  that  the  papers  have  been 
Uirough  their  hands. 

Now,  on  page  ix^  Roman  numerals,  of  your  letter  of  submittal, 
you  have  a  subdivision  called  "  Position  in  the  industry." 

And  in  the  third  paragraph  of  that  subdivision  appears  this 
sentence : 

In  short,  speaking  broadly,  as  against  60  per  cent  of  all  crude  and  finished 
steel  production  in  1901,  the  corporation  now  has  not  much  over  60  per  cent. 
Indicating  conclusively  the  continuous  presence  of  strong  and  increasing  Inde- 
pendent production. 

Do  the  figures  on  which  you  base  those  conclusions  include  the 
production  of  steel  for  export  as  well  as  for  the  domestic  trade  of  the 
United  States  Steel  Corporation  ? 

Mr.  Smith.  I  am  frank  to  say  I  do  not  know.  I  do  not  know  for 
sure.    I  think  they  do  include  the  export. 

Mr.  LiNDABtmT.  I  think  that  is  a  mistake. 

Mr.  SMrrH.  You  think  that  is  a  mistake? 

Mr.  Ljndabubt.  I  think  the  commissioner  had  the  same  table  that 
was  put  in  evidence  here,  you  remember,  and  it  appears  by  that  that 
these  figures  excluded  the  exports. 
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Mr.  Gardner.  That  is  the  reason  I  asked  the  question.  My  im- 
pression is  that  the  evidence  given  here--and  I  remembered  substan- 
tially those  figures — was  that  the  steel  made  by  the  United  States 
Steed  Corporation  for  export  was  not  included  in  the  estimate  of  their 
position  in  the  steel  industry. 

Mr.  Smfth.  Frankly,  I  do  not  remember  what  was  the  fact  there. 

Mr.  StsriiIng.  That  does  not  indicate  that  the  produetion  of  steel 
by  the  United  States  Steel  Corporation  has  grown  less  ? 

Mr.  Smith.  Not  the  absolute  production;  no. 

Mr.  Sterung.  It  means  that  independent  production  has  grown 
more  rapidly  than  the  United  States  Steel  Corporation  production? 

Mr.  Gardner.  On  the  other  hand,  it  is  important  in  estimating 
the  position  of  the  United  States  Steel  Corporation  in  the  industry 
and  in  endeavoring  to  find  out  whether  it  nas  a  relatively  greater 
importance  than  it  had  in  1901,  to  include  those  figures  as  to  its 
foreign  production.  Leaving  out  those  ^gures  indicates  a  less  com- 
manding position  in  the  industry  for  .the  United  States  Steel  Cor- 
poration tnan,  it  seems  to  me,  the  corporation  possesses. 

Mr.  Smith.  I  think,  Congressman,  if  that  is  true,  and  those  figures 
of  export  production  do  not  appear,  that  they  ought  to  be  in  the  full 
report,  if  we  can  set  them. 

Mr.  Gardner,  it  seems  to  me  so. 

Mr.  Smith.  I  think  that  is  a  very  good  suggestion. 

Mr.  Steruno.  They  are  in  evidence,  you  mow,  Mr.  Gardner. 

The  Chairman.  In  that  connection,  I  would  suggest  that  you  in- 
clude in  that  memorandum  information  as  to  what  extent  the  inde- 
pendent companies  and  to  what  extent  the  United  States  Steel  Cor- 
poration is  working  to  its  full  capacity. 

Mr.  Smith.  I  do  not  know  whether  we  could  do  that  or  not.  I 
doubt  if  I  could  get  anything  like  that. 

The  Chairman.  I  thmk  you  will  find  from  that  data 

Mr.  Smith.  I  do  not  think  our  data  would  show  the  time  run.  I 
do  not  believe  it  would. 

The  Chairman.  Have  you  none  of  those  contracts  between  these 
companies 

Mr.  Smith.  I  doubt  if  we  have. 

The  Chairman.  Providing  that  they  shall  not  work  to  their  full 
capacity  ? 

Mr.  Smith.  We  may  have.    I  do  not  recall  anything  like  that. 

The  Chairman.  Please  make  a  note  of  that. 

Mr.  Smith.  I  will. 

Mr.  Gardner.  On  page  14  of  the  summary  itself,  in  a  paragraph 
which  begins : 

The  third  and  most  important  of  these  acquisitions — 

The  last  sentence  of  that  paragraph  reads  as  follows : 

the  purchase  of  this  concern,  which  was  made  in  the  bbight  of  the  ptadc  of 
1907,  had  been  preceded  by  unsuccessful  attempts  on  the  part  of  other  interestB 
to  use  it  as  a  basis  of  a  rival  consolidation,  which  would  also  include  the 
Sloss-Sheffleld  Steel  &  Iron  Go.  and  the  Republic  Iron  ft  Steel  Co. 

Have  you  any  knowledge  other  than  that  which  comes  to  you  as 
Commissioner  of  Corporations  as  to  who  were  the  persons  who  tried 
to  make  that  consolidation?^ 

Mr.  Smith.  No  ;  the  only  information  I  have  had  has  come  to  me 
there  in  the  office. 
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Mr.  Oabdner.  And  therefore  you  are  not  at.  Hberty  to  release  it  ? 

Mr.  SHrrH.  I  am  not  able  to  give  thftt. 

Mr.  Gardner.  Mr.  Stunlev  touched  one  of  the  questions  under  the 
head  of  the  profits  of  the  l^eel  Corporation  where  I  confess  I  have 
been  of  his  opinion.  I  could  see  on  the  one  hand,  by  consulting 
page  51,  that  you  must  have  arrived  at  the  earnings  of  the  corpora- 
tion entirelv  apart  from  what  dividends  they  might  pay;  ana  yet, 
without  going  into  an  elaborate  calculation^  it  had  seemed  to  me 
that  if  through  earnings,  or  through  the  prices  of  their  ore  lands, 
or  in  anv  other  way,  they  had  absorbed  $400,000,000  worth  of  water, 
and  had  still  paid  an  occasional  dividend  on  the  common  stock, 
amd  7  per  cent  on  the  preferred  stock  and  7  per  cent  on  the  bonds, 
the  average  would  come  out  higher  than  12  per  cent  on  their  total 
investment  of,  roughly,  $700,000,000 ;  but  I  take  it  from  your  answer 
to  Mr.  Stanley  that  you  arrived  at  their  earnings  entirely  inde- 
pendently of  what  they  paid  out  in  dividends? 

Mr.  Smtth.  Yes:  entirely.  You  will  note  on  page  53  the  total 
adjusted  eamings^the  last  column. 

Mr.  Gardner.  Yes;  I  know. 

Mr.  Sboth.  It  is  a  pretty  large  sum.  I  appreciarte,  naturally,  the 
point  Mr.  Stanley  makes  there. 

Mr.  Gardner.  I  have  no  doubt  whatever  that  your  figures  are 
correct. 

Mr.  Smith.  On  page  58  you  see  their  adjusted  earnings  given  as 
$1,100,350,857  in  10  vears. 

The  Chairman.  My  question,  as  you  see,  was  due  to  a  desire  for 
an  explanation  of  the  apparent  inconsistency,  rather  than  to  try  to 
show  that  the  figures  were  incorrect. 

Mr.  Smith.  Yes.  That  is  a  very  proper  question.  If  it  is  not 
made  clear  it  should  be  made  clear. 

Mr.  Gardner.  Of  course,  you  can  not  calculate  that  because  they 
have  absorbed  $400,000,000  worth  of  "water,"  therefore  they  must 
have  done  it  out  of  earnings? 

Mr.  Smith.  Not  necessarily. 

Mr.  Gardner.  They  have  very  likely  done  it  out  of  appreciation, 
or  that  which  a  great  many  people  call  the  depreciation  of  gold, 
which  some  people  would  call  unearned  increment,  whereas  other 
people  would  claim  that  the  increment  was  not  unearned,  but  that 
it  was  a  difference  in  the  measurement  of  the  yardstick. 

There  are  one  or  two  general  questions  which  doubtless  apply  as 
much  to  any  other  corporation  as  they  do  to  the  United  States  Steel 
Corporation,  in  looking  for  remedies,  if  we  discover  evils,  and  you 
are  just  the  man  who  can  give  the  iniormation,  although  it  may  not 
be  pertinent.  In  the  first  place,  at  the  top  of  page  43,  you  have  this 
sentence : 

Tbe  corporation  very  properly  computes  Us  depreciation  charges  (Including 
exhaustion) — 

And,  I  suppose,  obsolescence  ? 

Mr.  Smith.  Yea. 

Mr.  Garonhb  (continuing  reading)  :- 

on  the  origtaia]  oost  or  investment  in  tbe  rarloua  propertieB  to  the  conatltoent 
concerns  and  not  on  the  replacement  cost  (either  actually  Incurred  or  antici- 
pated). 
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In  getting  the  original  investment  I  can  see  how  that  is  perfectly 
sound.  But  it  seems  to  me,  for  example,  that  if  ore  lands,  we  wiU 
say,  have  gone  up  from  $200  to  $2,000  an  acre^  and  they  are  only  to 
charge  off  my  depreciation  on  a  percentage  oi  $200  at  the  end  of  a 
period  of  years,  I  should  have  destroyed  a  lar^  part  of  my  capital. 

Mr.  Smith.  I  have  had  one  or  two  discussions  on  that  point,  en- 
tirely outside  of  the  work  of  the  bureau,  with  quite  eminent  account- 
ants^ and  they  have  differed  on  that  point;  but  the  concurrence  of 
opinion  among  the  best  ones  has  been  that  the  correct  theory  was  to 
calculate  depreciation  on  the  original  investment  and  not  on  antici- 
pated cost  of  new. 

Mr.  Gabdker.  Cost  of  replacement? 

Mr.  Smith.  Cost  of  replacement ;  yes. 

Mr.  Gardkeb.  That  presupposes  a  wasting  of  your  capital,  how- 
ever ;  that  is,  if  you  pay  your  profit  out  of  depreciation  ? 

Mr.  Smith.  1  am  not  enough  of  an  accountant  to  justify  an  off- 
hand statement  in  rejg^rd  to  that ;  but,  as  I  recollect  the  ar^ument^  it 
was  that  they  had  simply  put  that  much  money  in  the  original  in- 
vestment ;  that  if  they  attempted  to  figure  depreciation  on  any  other 
sum  than  the  amount  they  had  invested,  there  was  no  limit  to  the 
depreciation  they  might  figure.  It  was  a  purely  theoretical  proposi- 
tion, and  it  had  no  connection  with  any  actual  facts,  but  purely  vnth 
the  estimate  of  value  in  the  distant  future,  and  consequently  reduced 
it  not  to  an  accounting  proposition,  but  to  a  question  of  eeneral  cor- 
poration policy,  which  the  accountants  did  not  desire  to  follow. 

Mr.  Gardner.  That  is  very  much  what  I  supposed  the  reason  was. 

Mr.  Smith.  Yes. 

Mr.  Gardner.  Also  it  is  very  easy  to  see  that  if  there  is  a  depre- 
ciation of  gold,  that  a  $5  dividend  on  an  investment  of  a  hunared 
dollars  is  a  OTeat  deal  less  than  a  $5  dividend  on  another  one  of  a 
hundred  dollars,  and  that  if  you  maintain  your  capital  exactly  the 
same  you  will  find  that,  after  a  period  of  years,  you  have  a  great  deal 
less  property,  and  you  do  not  quite  know  how. 

I  was  a  bookkeeper  myself  oef ore  I  came  here,  and  I  have  often 
heard  it  said  (in  those  days  perhaps  gold  was  rather  appreciated 
temporarily  than  otherwise)  that  when  you  had  got  througn  charging 
off  everything  for  depreciation  that  you  felt  you  ought  to  charge  on, 
you  had  better  charge  off  about  10  per  cent  more,  or  you  would  be 
running  behindhand. 

Therefore,  I  am  not  at  all  convinced  that,  so  far  as  the  value  of 
the  property  is  concerned,  the  company  has  overrated  the  deprecia- 
tion as  much  as  you  may  think. 

However,  that  is  a  very  small  and  unimportant  question,  because 
the  gist  of  the  overcapitalization,  or  what  is  said  to  oe  the  overcapi- 
talization by  you  in  this  summary,  and  denied  by  the  company,  lies 
in  the  fact  that,  out  of  the  $700,000,000  which  you  say  was  watered 
in  1901,  $600,000,000  of  that  water  alone  arose  from  overvaluation  of 
the  ore  lands.  You  have  got  a  valuation  of  their  ore  lands  of  about 
$100,000,000,  which  represents  one-seventh  of  a  dollar  a  ton — call  it 
15  cents  a  ton— and  they,  on  the  other  hand,  value  it  at  a  dollar  a  ton. 

Here  is  a  thing  which  I  can  not  get  through  my  head  at  all : 

If  the  United  States  Steel  Corporation  sees  700,000,000  tons  of 
ore,  some  of  it  to  be  used  this  year  and  some  of  it  not  to  be  used  for 
40  or  50  years,  perhaps,  how  can  you  possibly  value  a  property  of 
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that  kind  at  any  fixed  price  a  ton?  Would  you  not  have  to  cdlcu- 
hite  the  present  worth  oi  the  dollar  40  years  hence? 

Mf.  Smith.  That  is  practically  what  we  did.  We  calculated  the 
present  worth  of  that  property,  discounting  the  ordinary  royalty 
rate. 

Mr.  Gabdner.  I  am  not  speaking  of  the  losses.  I  assumed  that 
that  is  what  you  had  done;  but  you  said  that  you  have  done  it  in  the 
condition  of  the  leaseholds? 

Ifr.  SMrTH.  Yes. 

Mr.  Gardner.  From  the  papers  submitted,  and  so  far  as  you  may 
express  an  opinion,  did  the  United  States  Steel  Corporation  do  any 
such  thing  in  valuing  it  at  $700,000,000,  or  did  they  take  a  flat  rate  of 
a  dollar  a  ton,  irrespective  of  whether  that  ton  was  to  be  mined  40 
years  from  now  or  to-day  ? 

Mr.  SMma.  I  believe  we  stated  in  here  that  we  took  a  flat  rate  of 
a  dollar  a  ton. 

Mr.  LiNDABURT.  Did  we  not  submit  values  of  those  ores  in  the 
Hodge  suit? 

Mr.  Smith.  You  just  submitted  a  round  value  of  $700,000,000. 

Mr.  LiNDABURY  (continuing).  And  expert  appraisals? 

The  Chairman.  Was  that  before  or  after  the  absorbing  of  the 
Tennessee  Coal  &  Iron  T 

Mr.  Smith.  Before. 

Mr.  LrNDABtTRT.  We  had  an  attack  upon  this  organization  in  the 
courts,  and  a  charge  of  overcapitalization ;  and  we  went  through  all 
the  courts  and  proved  the  capitalization  as  it  was  made. 

Mr.  Gardner.  That  was  the  time  that  you  were  changing  the  form 
of  your  securities,  and  your  right  to  chan^  them  was  questioned? 

Mr.  LiNDABXjRY.  Yes.  That  was  the  suit  of  Hodge  against  the 
Steel  Corporation.  In  fact,  there  were  two  suits,  and  the  Hodge 
suit  was  the  second. 

Mr.  Smith.  On  page  46  we  made  this  statement : 

It  is  warth  noting,  incidentaUy,  tbat  thin  valuation  of,  rooghly,  61  cents  per 
ton  at  the  close  of  1907  compares  with  a  valuation  in  the  Hodge  suit  in  1902  of 
fl  per  ton. 

That  is  the  next  paragraph  from  the  last,  en  page  46. 

Mr.  Gardner.  In  the  record  of  that  suit  is  there  anything  to  show 
how  they  arrived  at  a  valuation  of  $1  a  ton,  or  if  they  took  into  ac- 
ooont  tfaA  fsLct  that  $1  a  ton  40  years  from  now  was  worth  a  very  small 
percentage  of  $1  to-day  f 

Mr.  IdNDABURT.  I  can  bring  a  copy  of  that  record  here.  It  is  a 
good  while  ago,  and  I  do  not  recall  it. 

Mr.  Smith.  I  could  not  say. 

Mr.  LdNDABURT.  I  could  get  a  copy  which  would  show  for  itself. 

Mr.  Gardner.  You  came  to  the  condusion  that  50  per  cent,  roughly 
speaking,  of  the  original  capitalization,  was  watered;  that  there  was 
aoout  half  substance  and  half  water,  what  is  ib^  objection  to  water 
in  ftn  organization,  when  the  Government  does  not  attempt  to  control 
the  price  of  their  product,  like  transportation,  for  instance,  or,  we 
will  say,  where  the  Government,  although  controlling  it,  can  get  at 
the  facts,  as  you  have  to  get  at  the  actual  investment  ?  Yi^at  are 
the  various  objections  to  water? 

17042— No.  9—11 6 


528  UNITED  STATES  STEEL  COBPOBATION. 

Mr.  Smith.  Of  course,  the  first  objection  that  occurs  is  the  objec- 
tion of  the  investor. 

Mr.  Gabdner.  The  stockholder?  He  is  deceived,  or  he  finds  it 
hard  to  get  his  facts  ? 

Mr.  Smith.  That  is,  the  average  American  thinks  that  the  hundred- 
dollar  mark  printed  on  a  certificate  of  stock  means  there  is  a  hun- 
dred dollars  worth  of  value  back  of  it. 

Mr.  Gardner.  Do  you  think  he  thinks  that  to*day  ? 

Mr.  Smith.  A  lot  of  them  thought  so.  I  guess  they  know  better 
now.    Lots  of  people  do  think  so.  / 

Mr.  LiNDABURT.  There  never  has  been  a  time  when  the  average- 
American  thought  that. 

Mr.  Gardner.  I  think  he  rather  goes  to  the  opposite  extreme  to-day. 

Mr.  Smith.  I  do  not  know.  When  I  was  in  private  practice  I  had 
a  good  many  unfortunate  clients  who  really  did  have  that  belief,  that 
they  had  got  a  hundred  dollars'  worth  of  something. 

Mr.  Gardner.  That  is  an  objection  &om  the  point  of  view  of  the 
stockholder.  Now,  from  the  point  of  view  of  the  public — ^the  con- 
sumer? 

Mr.  Smith.  So  long  as  vou  assume  the  hypothesis  that  the  Gk)vem- 
ment  has  no  right  to  regulate  the  prices 

Mr.  Gardner.  I  did  not  assume  that;  but  suppose  the  Government 
does  not  have  that  right? 

Mr.  Smith.  Yes;  then,  from  the  standpoint  of  the  consumer,  the 
evil  is  somewhat  indirect.  Of  course,  if  the  Government  does  regu- 
late prices,  it  is  going  to  base  those  prices,  as  it  does  in  the  railroads, 
verv  largely  on  capitalization,  or  the  relation  between  capitalization 
and  assets.  If  it  does  not  attempt  to  regulate  prices,  that  does  not 
occur;  but  nevertheless  the  public,  in  its  general  attitude  toward  the 
corporation,  in  legislation  affecting  that  corporation  and  that  indus- 
try and  similar  corporations,  is  going  to  be  governed,  and  the  voter 
is,  and  the  Congressman  and  the  Executive  must  be,  more  or  lesSj  by 
whether  these  various  minds  consider  that  the  profits  are  excessive; 
and  they  are  goin^  to  judge  profits  verv  largely  by  capitalization, 
lacking  any  oflier  pasis  to  judge  them  by,  in  most  cases.  So  that 
there  is  a  very  decided  public  evil,  to  my  mind,  in  such  substantial 
stock  watering — ^that  it  places  a  very  important  economic  situation 
wrongly  before  public  opinion. 

Mr.  Gardner.  You  realize  that  if  you  had  no  water  in  the  cor- 
poration— for  instance,  in  a  street  railway  in  Massachusetts — ^it 
would  not  be  to  anybody's  interest  to  get  up  that  company  and  go 
through  all  the  preliminary  organization  and  expense  if  every  cent 
in  securities  must  be  represented  by  money  expended  ? 

Mr.  Smith.  Yes. 

Mr.  Gardner.  And,  as  a  matter  of  fact,  I  think  we  have  met  that 
situation  somewhat  in  Massachusetts? 

Mr.  Smith.  I  suppose  you  have. 

Mr.  Gardner.  There  was  something  in  your  report  which  indi- 
cated to  me  that  you  had  a  belief  that  the  policy  of  the  large  cor- 
porations as  to  prices  was  somewhat  dictated  by  the  amount  of  their 
capitalization. 

Mr.  Smith.  Yes. 

Mr.  Gardner.  Is  that  your  belief? 

Mr.  Smith.  That  is  my  belief.  It  seems  to  me  rather  obvious — 
perhaps  not  obvious,  but  this  would  be  the  reasoning:  Say  a  cor- 
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poration  has  a  million  dollars  capitalization.  Say  it  is  all  common 
stock.  It  wants  to  pay  its  stockholders  some  return.  It  is  very 
important  to  the  corporation  that  its  financial  standing  should  im- 
prove; should  be  good.  Accordingly,  the  only  way  in  which  it  can 
gain  a  return  on  the  cai>italization  and  pay  dividends  of  a  reasonable 
amount  is  by  fixing  prices  high  enough  to  do  it;  so  that  it  will  fix 
its  prices  high  enough  to  give  it  sufficient  profit  to  pay  a  satisfactory 
dividend  on  the  capitalization.  Now,  if  that  capitalization  contains 
a  large  amount  of  water  its  prices  are  going  to  be  partly  determined 
by  that  amount  of  water. 

Mr.  Gabdner.  When  not  restrained  by  motives  of  public  policy 
or  Government  control,  do  you  think  that  the  corporation  exists  that 
does  not  charge  all  it  can  get  ? 

Mr.  Smith.  I  think  so.  I  think  I  have  been  counsel  for  one  or 
two  in  my  private  practice. 

Mr.  Gardner.  I  should  say  that  they  charge  what  they  can  get  for 
products,  especially  when  there  is  even  the  limited  competition  which 
exists  in  almost  everjrthing.  I  can  not  see  why  their  policy  as  to 
prices  is  affected  unless  they  are  willing  to  forego  profits  that  they 
otherwise  could  get.  It  seems  to  me  that  the  pric^  policy  of  the 
corporation  must  of  necessity  be  what  the  traffic  will  bear. 

Mr.  Smith.  That,  of  course,  is  the  usual,  normal  situation,  but 
there  is  a  zone  there  where  prices  may  be  affected ;  methods  may  be 
adopted,  in  the  urgent  desire  to  pay  profits,  on  a  high  capitalization 
that  would  not  be  followed  on  a  lower  capitalization. 

Mr.  Gardner.  I  take  it  that  one  of  the  reasons  for  overcapitaliza- 
titon  is  that  the  company  does  not  wish  to  reveal  to  the  public,  or 
the  legislating  public,  or  perhaps  to  their  competitors,  that  they  are 
earning  40  per  cent,  for  instance  ? 

Mr.  Smith.  Yes, 

Mr.  Gardner.  Or  some  very  large  figure? 

Also,  it  seems  to  me  that  overcapitalization  in  tlie  past,  in  a  de- 
veloping country,  has  had  a  great  many  things  to  justify  it.  For 
instance,  supposing  that  I  started  in  manufacturing  shoes  down  in 
my  neighbornood,  and  for  convenience  capitalized  my  company  at 
$5^000.  If  by  dint  of  industry  and  superiority  of  business  accom- 
plishment I  Duilt  up  a  business  that  was  worth  $50,000,  everybody 
would  consider  it  a  most  meritorious  thine.  At  the  same  time  my 
shares,  if  they  had  any  current  vahie,  would  be  selling  for  a  thousand 
dollars  instead  of  a  hundred  dollars  a  share.  Some  one  else,  who 
bought  out  my  business  and  capitalized  it  on  its  earning  capacity, 
would  issue  10  new  shares  for  the  old  ones  and  would  be  accused  oi 
having  inserted  90  per  cent  of  water.  , 

In  discussion  with  one  of  the  gentlemen  this  morning,  I  think  it 
was  Mr.  Littleton,  he  asked  some  question  as  to  whether  these  great 
increases  of  capitalization,  this  pouring  in  of  water,  did  not  take 
place  simultaneously  with  great  combinations  of  capital,  in  order  to 
provide  for  the  added  value  which  comes  from  the  exclusion  of  cmn- 
petition;  to  which  you,  I  thought,  replied  rather  in  the  affirmative. 

Mr.  Smith.  I  think  I  did,  generally. 

Mr.  Gardner.  Have  you  noticed  any  less  inclination  to  overcapital- 
ize in  the  small  corporations  of  the  State  of  Maine,  for  instance! 

Mr.  Smith.  Of  course  there  are  a  lot  of  little  corporations  or- 
ganized, that  no  one  knows  anything  about,  on  practically  a  mythical 
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basis,  in  Maine,  and  other  States,  that  probably,  in  their  way,  are  just 
as  bad  as  any  others. 

Mr.  Gabdner.  I  had  not  noticed  myself  that  the  dividing  line 
came  in  any  such  place.  I  had  rather  assumed  that  all  men  who 
expected  the  development  of  their  business — and  most  men  do  when 
they  go  into  it — if  the  laws  of  the  State  in  which  they  were  inoor- 
poratmg  permitted  it,  were  anxious  to  overcapitalize  without  the 
slightest  iaea  of  taidng  up  that  overcapitalization  by  the  value  which 
came  from  excluding  competition. 

Mr.  Smith.  I  may  not  have  understood  Congressman  Littleton's 
question  exactly.  I  think  what  I  meant  to  say  was  that  in  these 
large  concerns  the  two  have  practically  coincided. 

Mr.  Gardner.  I  wished  to  point  out  that  I. did  not  think  that  was 
exclusively  so. 

Mr.  Smith.  I  do  not  think  I  meant  to  say  it  was  exclusive. 

Mr.  Littleton.  I  will  say  to  Mr.  Gardner  that  in  the  case  put, 
of  the  small  corporation,  the  man  is  generally  disappointed  in  his 
expectation  of  turning  water  into  wine;  whereas,  when  they  have 
exclusive  control  of  the  output  and  price,  they  can  generally  turn 
water  into  wine, 

Mr.  Gardner.  Well,  I  think  there  is  probably  something  in  that. 

Mr.  Smith.  Before  you  leave  the  matter  of  the  capitalization,  may 
I  add  something? 

Mr.  Gardner.  I  am  going  to  stick  to  it,  but  go  ahead  now. 

Mr.  Smith.  I  just  want  to  point  out  the  particular  importance  in 
this  connection,  the  rather  interesting  importance  of  the  overcapitali- 
zation in  connection  with  the  overvaluation  of  ore.  As  we  j^oint  out 
ourselves,  and  as  the  Steel  Corporation  undoubtedly  had  in  mind, 
that  is  not  only  the  one  item  that  can  be  overvalued — nobody  can  say 
just  what  it  is  worth,  and  it  is  one  thing  where  you  can  take  up  slack 
better  than  anywhere  else — ^but  also  it  is  the  one  item  that  you  can 
not  value  any  way  very  well.  It  is  the  ultimate  natural  resource 
upon  which  the  industry  depends,  and  a  valuation  placed  on  that 
governs  the  whole  industry  more  or  less,  so  that  when  watered  capi- 
talization, excess  capitalization,  is  thrown  back  onto  the  natural 
resource,  which  you  can  not  value  any  way,  which  you  can  not 
reproduce,  it  becomes  peculiarly  interesting  as  an  important  public 
question. 

Mr.  Gardner.  I  can  see  that  that  which  is  buried  beneath  the 
earth,  to  be  dug  out  at  some  future  time,  might  be  a  very  available 
sponge 

Mr.  Smith.  Yes. 

Mr.  Gardner  (continuing).  For  the  purpose  of  absorbing  water. 

Mr.  LiNDABUBY.  Nevertheless,  it  may  not  be  a  sponge  at  alL  It 
may  be  the  real  ore. 

Mr.  Gardner.  What  I  was  trying  to  arrive  at,  because  I  am  not 
altogether  clear  in  my  mind  about  it,  is  this:  While  admitting  a 
great  many  evils  of  overcapitalization  and  admitting  that  in  cases 
where  Government  regulation  comes  in  it  is  inexcusable  and  not 
admissible,  I  wanted  to  find  out  whether  vou  could  throw  any  addi- 
tional light  ujpon  the  general  questicm  of  how  harmful  it  was  as  a 
general  principle. 
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Mr.  Smith.  Well,  I  have  stated  here  in  the  report : 

The  bureau  does  not  assume  to  say  that  the  capita lizatiou  should  have  been 
one-half  what  It  was  or  indorse  at  this  time  any  particular  theory  of  capltallza- 
tHm.  ^ 

Mr.  Gabdnek.  I  read  that,  but  I  think  there  is  an  inflection  in  that 
report 

Mr.  SMrm.  Yes;  there  is. 

Mr.  Gardner.  That  indicated  to  me,  at  all  events,  your  views, 
which,  of  course,  are  the  current  views  to-day. 

Mr.  SMrrH.  A  fair  inference  from  the  report  is  that  at  least  we 
intend  to  criticize  overcapitalization  when  it  reaches  this  extent ;  yes- 
Mr.  Gardner.  I  mean  there  is  a  little  more  than  pointing  out  how 
the  overcapitalization  was  arrived  at.  ^ 

Mr.  Smfth.  Yes. 

Mr.  Gardner.  There  seems  to  be  a  shadow  there. 

Mr.  SMrrH.  I  think  there  is  a  little  criticism  there. 

Mr.  Gardner.  Turn  to  page  vi  of  your  letter  of  submittal,  will  youj 
please,  and  look  at  the  third  paragraph,  the  last  sentence,  speaking 
of  the  overcapitalization  or  wnat  we  will  assume  to  be  overcapitali- 
zation : 

In  so  far  as  that  excess  represented  value  in  1901 — 

That  is,  the  water — 

It  was  value  due  either  to  increased  earning  power  from  elimination  of  com- 
petition; contentrated  ownership  of  the  basic  natural  resources,  iron  ore  and 
coal;  or,  in  some  degree,  integration  efficiency. 

Does  not  the  decreased  cost  of  distribution  enter  very  largely  into 
the  savings  of  an  organization  that  is  conducted  on  a  very  large 
scale — even  more,  perhaps,  than  the  advantages  of  integration? 

Mr.  Skiih.  I  really  meant  to  include,  I  think,  in  the  integration 
those  economies,  though  I  am  frank  to  say  the  words  do  not  include 
it  as  much  as  they  ou^ht  to ;  but  there  are  very  decided  economies  in 
distribution.    There  is  no  question  about  that 

Mr.  Gardner.  Leaving  the  Steel  Corporation  for  a  moment,  in' 
these  huge  combinations  of  capital,  as  you  have  examined  them,  in 
what  do  the  great  economies,  which  they  claim  exist,  consist? 

Mr.  Smpth.  Let  me  see.  Take  the  Standard  Oil  Co.,  for  instance, 
which  we  examined  pretty  thoroughly.  That  industry,  as  you  will 
find  in  the  case  of  most  industries,  is  based  on  one  particular  key- 
stone. The  whole  Standard  Oil  proposition  is  hung  on  the  keystone 
of  transportation.  It  always  has  been ;  but  their  great  economies 
were  wrought  by  the  pipe-line  system,  bringing  the  crude  oil  from 
the  fields  to  the  refineries  j  and  then  important,  but  not  so  important, 
is  their  tank-wagon  distribution  system,  which  they  have  developed 
very  highly.  So  that  in  their  economy  I  think  the  largest  item  was 
in  improved  transportation.  That  is  the  elastic  factor  in  the  oil 
business,  practically. 

Mr.  Gardner.  In  mv  State  a  great  many  cotton  goods  are  made, 
and  so  far  as  I  know  there  is  no  combination  between  the  companies. 
They  have  toldine,  roughly  speaking,  that  a  yard  of  cloth  which  they 
get  25  cents  for  you  would  have  to  pay  in  R.  H.  Macey's  50  cents  for, 
the  cost  of  distribution  being  100  per  cent;  and  they  tell  me  that  is 
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caused  by  the  immezise  amount  of  advertising,  where  different  kinds 
of  cloth  are  substantially  one  as  good  as  another,  and  that  is  all  clear 
waste;  that  the  various  middlemen  that  they  have  to  pass  the  product 
through  eat  away  all  the  rest  ot  that  100  per  cent  extra  which  the 

Sublic  has  to  pay.  I  heard  them  discussing,  some  of  them,  the  wis- 
om  of  forming  a  combination,  presumably  they  would  say  not  in 
restraint  of  trade.  But  that  tney  allege  to  be  the  one  important 
factor  in  a  combination.  They  said  that  it  was  not  for  the  purpose 
of  raising  prices;  that  it  was  not  for  the  purpose  of  decreasing  their 
pay  roll,  oecause  it  would  not  decrease  their  pay  roll ;  but  it  was  for 
the  purpose  of  eliminating  those  costs  of  distribution.  In  your  ex- 
amination of  these  trust  problems,  how  much  truth  should  you  say 
there  was  in  that  statement? 

Mr.  Smith.  The  situatioff  was  a  little  different,  because  the  in- 
stance vou  give  is  the  instance  of  a  highly  elaborated  product,  of  quite 
a  numoer  of  different  forms,  more  or  less  akin  to  the  retail  trade, 
whereas  the  businesses  I  have  had  to  do  with  have  been  the  large 
staple  products,  like  oil,  tobacco,  lumber,  and  steel,  and  things  of  that 
sort,  where  the  trade  is  comparatively  simple,  and  consetiuently 
there  is  not  so  much  chance  for  that  waste  of  distribution.  So  that, 
while  I  think  there  is  a  considerable  possibility  of  saving  as  between 
the  old-time  50-yejtr-ago  business  and  the  modem  great  combination, 
I  do  not  think  it  is  anything  like  as  large  as  is  usually  claimed. 
Take  this  particular  steel  corporation  as  an  example.  There,  I  do 
not  think,  there  really  was  very  much,  because  the  Steel  Corporation 
was  formed  out  of  consolidations  that  had  got  most  of  those  advan- 
tages anyway.  But  when  you  start  from  the  old-time  basis  of  small 
concerns  and  go  to  a  large  combination  you  undoubtedly  do  make  an 
appreciable  saving  in  their  distribution  cost 

Mr.  Gabdxer.  Then,  there  might  be  some  truth  in  the  statement 
of  those  cotton-mill  men,  that  that  was  their  true  motive! 

Mr.  Smith.  There  might  be  some  truth  in  it. 

Mr.  Gardner.  But  it  would  not  be  applicable  to  an  industry  like 
the  steel  industry,  which  had  already  eliminated  a  great  deal  of  the 
cost  of  distribution. 

Mr.  Smith.  It  would  not  be  so  applicable.  There  might  be  a  cer- 
tain amount. 

Mr.  Gardner.  Do  you  think  the  fact  that  securities  become  more 
negotiable  is  an  element  which  you  can  eliminate  from  being  one  of 
the  additional  values  given  by  consolidation? 

Mr.  Smith.  I  do  not  believe  I  quite  understand  the  point 

Mr.  Gardner.  You  say: 

In  so  far  as  that  excess  represented  valne  In  1901,  it  was  value  due  either  to 
increased  earning  power  from  elimination  of  competition,  concentrated  owner- 
ship of  the  basic  natural  resources,  iron  ore  and  coal,  or  in  some  degree  Inte- 
gration efficiency. 

Might  not  you  add  to  that  the  fact  that  thev  can  borrow  money 
a  great  deal  better  if  they  have  securities  which  are  acceptable  in  a 
panic  at  84  or  85  ? 

Mr.  Smith.  Oh  1  That  probablv  does  add  some  value ;  but  hardly 
very  much  value  as  compared  with 

Mr.  Gardner.  It  is  not  substantial  t 

Mr.  Smith.  Not  very  large ;  no. 
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Mr.  Oabdnsr.  I  should  have  supposed  that  it  had  some  cjuite- 


Mr.  Smith.  It  may  have  considerable ;  but  in  this  particular  case, 
^ou  see,  there  were  large  corporations  which  had  a  distinctive  stand- 
ing on  the  stock  market  anyway. 

Mr.  Gardner.  Turning  to  the  last  page — page  60  of  your  report — 
the  last  paragraph  reads : 

Hence,  not  only  -on  account  of  its  great  holdings  of  ore»  but  also  on  account 
of  these  peculiar  advantages  enjoyed  in  the  transportation  of  the  ore  the  Steel 
Oorporation  occupies  an  extremely  commanding  position  in  the  iron  and  steel 
Industry.  Indeed,  in  so  far  as  the  Steel  Corporation's  position  in  the  entire 
Iron  and  steel  industry  is  of  monopolistic  character  it  is  chiefly  through  its 
control  of  ore  holdings  and  the  transportation  of  ore. 

In  your  opinion,  not  speaking  from  any  private  knowledge  that 
you  may  have  as  Commissioner  of  Corporations,  is  there  nothing  of 
a  monopolistic  character  in  the  interlocking  of  the  directorates  with 
transportation  companies,  who  transport  other  things  than  ore! 
Does  the  institution  of  the  Interstate  Commerce  Commission  and  the 
forbidding  of  rebates  entirely  exclude  favoritism  between  one  cor- 
poration and  another? 

Mr.  Smith.  You  are  speaking  not  of  the  Steel  Corporation,  but 
of  any  corporation? 

Mr.  Gardner.  Any  large  corporation. 

Mr.  Smith.  Oh,  I  think  it  certainly  is  true  that  there  do  exist 
practical  discriminations;  not  necessarily  illegal  ones,  but  practical 
discriminations. 

Mr.  Gabdner.  But  of  a  monopolistic  character,  owing  to  the  fact 
that  you  can  have  but  one  interlocking  board  of  directors? 

Mr.  Smith.  Yes;  undoubtedly  there  are  such  things. 

Mr.  Gabdner.  Now,  you  have  estimated  that  the  United  States 
Steel  Corporation  has  75  per  cent  of  the  lake  ores,  the  best  ores. 
Who  own  the  other  25  per  cent? 

Mr.  Smith.  I  do  not  recollect  the  names  of  the  important  owners. 
There  were 

Mr.  Gardner.  Are  not  20  per  cent  of  them  or  15  per  cent  of  them 
owned  by  other  independent  steel  organizations,  or  thereabouts? 

Mr.  Smith.  That  I  can  not  say,  Mr.  Congressman. 

Mr.  Gardner.  What  I  am  trying  to  get  at  is  this:  I  assume  that 
we  will  fdl  admit  that  there  is  competition  in  the  steel  trade;  but 
if  those  best  ores  are  taken  up  by  the  United  States  Steel  Corpora- 
tion and  other  large  concerns,  that  competition,  while  it  may  exist, 
is  by  no  means  unlimited  competition,  because  you  and  I  and  other 
people  can  not  go  into  the  business,  owing  to  the  fact  that  what  good 
ore  lands  they  have  not  got  some  other  men  have.    Is  that  the  fact? 

Mr.  Smith.  Unquestionably  that  would  be  the  fact.  We  have 
referred  here  to  the  existence  of  a  number  of  great  primary  com- 
panies—Jones &  Laughlin,  the  Pennsylvania,  the  Lackawanna,  the 
Cambria,  the  Bepublic,  and  Colorado  Fuel  &  Iron. 

Mr.  Gardner.  If  the  secret  of  the  steel  business  rests  on  the  hold- 
ing of  the  best  and  .most  availaable  ores-^I  put  that  as  a  broad 
"2 " — ^if  that  is  so,  must  we  not  be  necessarily  forced  to  the  conclu- 
sion that  free  competition,  upon  which  the  whole  economic  system 
of  the  world  has  hitherto  been  based,  has  disappeared  in  the  steel 
industry? 
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Mr.  Smith.  Yes.  I  think  vou  must.  If  you  grant  that  the  nat- 
ural resource,  the  one  natural  resource,  or  ore.  upon  which  the  in- 
dustry is  based,  and  must  be  based  for  a  consiaerable  time,  is  in  -the 
hands  of  comparatively  few  companies,  although  those  companies 
be  rivals  at  present,  you  certainly  can  not  contend  that  unlmiited 
competition  exists. 

1M&*.  Gardner.  The  same  umbrella  extends  over  them,  to  wit,  the 
limited  amount  of  ore,  does  it  not? 

Mr.  Smith.  It  certainly  looks  that  way. 

Mr.  Gardner.  I  am  goin^  to  come  to  the  question  in  a  momfint, 
as  to  whether  or  not  that  is  the  fact — whether  they  control  every 
acre  of  the  lake-ore  region.  But  assuming  that  it  is  the  fact,  and 
that  we  have  been  led  up  to  the  point  in  the  argument  that  there  is 
no  longer  free  competition,  if  we  are  to  follow  the  teachings  that  we 
find  most  often  in  the  school  of  political  philosophers  of  the  last 
century,  all  of  them  have  felt  that  where  free  competition  did  not 
exist,  unless  for  temporary  reasons,  like  a  patent,  something  must 
be  substituted  in  its  place.  Now,  of  course,  you  have  given  this  sub- 
ject a  great  deal  of  thought,  and  at  once  it  must  have  presented  to 
you  the  question  of  substituting  Government  control  and  the  fixation 
of  prices,  and  other  conditions  on  the  one  hand,  or  the  Government 
acquirement  of  the  monopolistic  features.  In  other  words,  the 
Grovernment  buying  out  their  ore  lands  or  whatever  the  other  mo- 
nopolistic features  are  on  which  they  base  themselves.  Do  you  care 
to  express  vour  opinion  as  to  which  of  those  methods  would  be  pref- 
erable? Tnis  is  all  on  the  assumption  that  we  have  got  to  the  stage 
where  free  competition  can  no  longer  exist. 

Mr.  Smith.  That  is  a  matter  that  I  have  thought  about  a  great 
deal,  Mr.  Congressman. 

Mr.  Gardner.  Naturally  I  wondered  if  you  would  care  to  express 
an  opinion. 

Mr.  Smith.  I  havfe  thought  about  it  a  ffreat  deal,  without  reaching 
a  definite  conclusion.  I  can  readily  see  that  taking  a  great  industry 
like  steel  or  lumber,  which  rests  right  squarely  on  a  natural  resource, 
the  surest  and  most  effective  way  for  the  Government  to  control  that 
industry  for  all  time  is  to  control  the  natural  resource. 

Mr.  Gardner.  And  then  allow  the  free  competition  to  take  place. 

Mr.  Smith.  I  have  pointed  out  in  a  recent  report  on  the  standing 
timber  of  the  country  the  enormous  concentration  of  that  timber  in 
the  hands  of  a  few  holders  and  the  way  in  which  the  Government 
has  thrown  away  its  timber,  lost  it  and  given  it  awav,  and  been  swin- 
dled out  of  it.  If  the  Government,  instead  of  adopting  that  land 
policy,  had  held  that  timber  and  leased  it  out — ^and  it  may  lease  it  to 
as  large  a  corporation  as  you  choose  or  in  as  large  an  amount  as  you 
choose  within  reason — the  Government  would  be  in  a  position  to 
maintain  competition  ad  lib  and  at  the  same  time  get  for  itself  the 
advantage  of  the  unearned  increment  in  that  resource.  So,  when  it 
comes  to  the  question  of  any  natural  monopoly,  while  I  do  not  want 
to  express  any  opinion  myself  on  it,  I  simply  want  to  suggest  the 
very  important  relation  to  the  future  of  an  industry  which  tne  public 
holding  of  a  natural  resource  would  present.  I  say  it  because  there 
are  a  great  many  of  our  natural  resources  that  we  have  not  lost  en- 
tirely yet.  There  is  a  great  deal  of  our  coal  and  timber  that  we  have 
not  lost  entirely.     If  the  States  of  Minnesota  and  Michigan  had 
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simply  made  leases  of  their  ore,  instead  of  letting  it  get  into  private 
hands,  those  States  would  be  in  a  very  strong  position,  certainly,  in 
FMard  to  the  steel  industry.  Of  course,  the  progress  of  the  industry 
brai^  more  and  more  lower  grades  of  ore  into  use,  and  no  man  can 
say  now  low  the  grade  will  go  in  25  years.    They  are  now  getting, 

perhaps.  58  per  cent  of  metallic  content- 

*  Mr.  Gardner.  Open  hearth  ? 

Mr.  Smith.  Yes;  but  they  are  using  in  the  South  40  per  cent. 
Then  all  the  time  there  are  new  discoveries  of  ore  being  made.  There 
have  been  enormous  discoveries  of  ore  in  Cuba. 

Mr.  Gardner.  I  was  coming  to  the  Cuban  question.  I  would  like, 
if  possible,  to  frame  the  statement  of  facts  and  then  discuss  the 
remedies.  I  have  taken  the  position,  for  convenience,  rather  inversely 
with  you;  but  if  you  are  ready  to  go  on  with  that  question  of  the 
Cuban  ores  and  their  availability  in  competition,  we  will  say,  west 
of  Pittsfcurg,  and  east  of  Pittsburg,  I  would  be  very  glad  to  hear 
what  you  have  to  say  about  the  extent  of  the  Cuban" ore  fields,  and 
their  availability  to  reestablish,  if  it  has  disappeared,  unlimited 
competition. 

Mr.  Smith.  There  I  am  unfortunately  up  against  my  statutory 
limitation  again;  but  we  will  have  that  in  my  report.  I  expect  to 
have  somethmg  of  that  kind  in  my  report. 

Mr.  Gardner.  There  is  nothing  that  you  have  that  is  of  general 
knowledge  ? 

Mr.  Smith.  No.  Everything  I  have  in  relation  to  Cuban  coal  is 
in  my  position  as  commissioner. 

Mr.  ijirrLBTON.  The  Representative  has  asked  you  regarding  cor- 
porations  

Mr.  Smith.  I  b^  your  pardon. 

Mr.  LrrrLBTON.  The  Representative  has  asked  you  regarding  cor- 
porations and  overcapitalization. 

Mr.  Smith.  Yes,  sir. 

Mr.  LnTLETON.  Did  not  your  department  report  that  there  were, 
in  round  numbers,  262,000  corporations  that  made  a  return  under  the 
corporation  tax  ? 

Mr.  Smith.  No;  we  have  not  reported  that.  I  think  that  must 
have  been  the  Commissioner  of  Internal  Revenue.  A  great  many 
people  naturally  have  the  impression  that  we  have  to  do  with  the 
corporation  tax,  but  we  do  not  have  anything  to  do  with  it  at  all. 

Mr.  Littleton.  It  is  a  fact,  is  it  not,  within  your  knowledge,  that 
the  number  of.  corporations  under  the  tax  was  two  hundred  and 
sixty-two  thousand  and  odd  corporations? 

Mr.  Smith.  If  I  have  ever  seen  it  it  has  slippd  my  memory  en- 
tirely.   I  do  not  recollect  it. 

Mr.  LrrriiETON.  Have  you  taken  up  the  question  of  correcting  the 
method  of  the  incorporation  of  concerns — of  granting  charters? 

Mr.  Smith.  The  question  of  practical  means  of  getting  at  a  better 
incorporation  system? 

Mr.  Littleton.  Yes. 

Mr.  Smith.  I  have  been  at  it  for  some  time,  but  I  never  could 
arrive  at  anything  that  was  satisfactory  because,  of  course,  with  a 
State  system,  with  46  States,  I  need  not  say  to  you,  as  lawyers,  that 
if  45  States  agree  on  a  perfect  system  there  is  the  strongest  possible 
incentive  for  the  forty-sixth  to  jump  it.    For  20  years  the  American 
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Bar  Association  has  been  at  work  trying  to  get  the  States  to  draft 
a  uniform  negotiable  instruments  law,  a  perfectly  nonpreferential 
subject,  and  a  law  that  is  perfectly  obvious  and  necessary,  but  tfaey 
have  only  procured  it  in  two-thirds  of  the  States.  Take  the  corpo- 
ration law.  I  do  not  think  it  is  humanly  possible  to  set  anythmg 
like  a  uniform  incorporation  law  in  this  coimtry  unikr  the  State 
system. 

Mr.  LriTLETOK.  Is  not  one  of  the  fundamental  things  the  creating 
of  an  initial  safeguard  in  incorporations  ?  Does  it  not  occur  to  you 
that  the  power  to  ^ant  charters  has  got  to  be  dislodged  from  the 
hands  of  a  ministerial  officer  in  a  State  before  you  can  begin  to  get 
the  initial  safeguards  in  incorporations  and  make  corporate  devel- 
opment normal  and  proper? 

Mr.  Smith.  What  is  the  alternative?    Where  would  you  place  it! 

Mr.  LmiiETOK.  Take  Grermany.  I  believe  it  is  said  that  in  Ger- 
many they  make  application  to  a  tribunal  for  incorporation.  The 
tribunal,  on  notice  to  the  attorney  general,  we  will  call  him — a 
short  notice — ^grants  a  decree,  which  becomes  the  charter  of  the 
concern. 

Mr.  LiNDABURT.  It  is  a  judicial  inquiry? 

Mr.  Littleton.  It  is  a  judicial  inquiry.  Then,  when  the  decree  is 
granted  it  is  only  upon  report  and  actual  ascertainment  of  the  fact 
that'the  capital  represented  is  paid  in.  I  am  told,  and  I  have  inves- 
tigated it  a  little,  that  the  shares  of  stock  become  the  subject  of  in- 
vestment for  all  classes  and  conditions  of  people  for  that  reason. 

Mr.  Smith.  Yes. 

Mr.  LiTFLBTON.  In  addition  to  that,  if  the  concern  attempts  there- 
after to  combine  or  to  do  any  in j  urious  or  inimical  thing  to  the  commerce 
of  the  country,  they  do  nothave  to  create  a  monopoly  statute  and  go  out 
and  prosecute  independently,  but  they  simply  notify  it  to  return  to 
this  particular  tribunal,  and  if  it  has  offended  grievbusly  against 
the  grant  a  receiver  mav  be  appointed.  If  it  has  not,  it  may  be  ad- 
monished of  its  wrongdoing  and  some  penalty  imposed,  and  it  may 
go  about  its  business. 

Mr.  Smith.  Yes. 

Mr.  LrrrLETON.  Do  you  not  believe  that  the  real  correction  of  the 
method  of  incorporation  is  to  have  it  proceed  from  a  judicial  inquiry 
and  based  upon  a  judicial  grant,  with  the  power  to  call  it  in  and  to 
wind  it  up  if  it  does  offend  against  the  economic  policy  of  the 
countiy  ? 

Mr. Smith.  You  say  "judicial."    You  mean  "semijudicial"? 

Mr.  Littleton.  When  1  say  'judicial,"  I  mean  in  the  sense  that  it 
must  be  by  some  branch  of  the  Government  which  would  have  power 
to  make  an  inquiry  and  to  issue  a  charter  grant  in  the  shape  of  a 
decree,  and  which  would  have  power  to  call  it  back  into  court  if  the 
corporation  attempts  at  any  time  to  act  in  a  manner  inimical  to  the 
economic  policy  or  the  country. 

Mr.  Smith.  I  am  frank  to  say  that  that  seems  a  common-sense  way 
of  getting  at  it. 

Mr.  Littleton.  You  spoke  about  46  States? 

Mr.  Smith.  Yes. 

Mr.  LmLETON.  Would  it  not  be  possible — this  is  proceeding  in 
the  very  nakedness  of  inquiry — to  say  that  any  concern  that  was 
organized  in  a  State,  that  crossed  the  line  and  started  to  enter  into 
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interstate  commerce,  must  become,  before  it  crosses  the  line,  an  in- 
stitution created  by  the  Federal  Government,  which  would  exact  the 
very  same  thing  which  would  have  been  exacted  if  it  had  been  in- 
corporated under  the  Federal  Government,  so  that  it  does  not  enter 
into  the  channels  of  interstate  commerce  until  these  things  have 
been  done} 

Mr.  Smith.  From  my  experience  as  a  very  young  and  inexperi-. 
enced  lawyer ;  yes. 

Mr.  LiNDABUBT.  That  is  the  license  system. 

Mr.  LirrLETON.  It  is  the  license  system^  with  one  exception. 

Mr.  Smith.  I  believe  it  is  possible.  1  believe  that  power  is  in- 
cluded under  the  interstate-commerce  clause.  I  know  there  are 
some  people  who  say  that  that  clause  can  only  be  used  for  a  limited 
purpose,  but  I  think  you  can  go  a  great  deal  further  than  that. 

Mr.  Littleton.  If  the  Federal  Government  were  to  do  that,  they 
could  add  this  initial  safeguard  by  reason  of  the  embargo  that  they 
could  place,  because  they  could  deny  them  the  right  to  enter  inter- 
state conmierce. 

Mr.  Smith.  I  think  you  could  find  a  way  to  get  at  it. 
^  Mr.  LmDABUBT.  That  comes  the  nearest  to  any  plan  that  is  prac- 
tical of  anything  I  have  heard  discussed. 

The  Chairman.  Is  it  not  true  that  the  great  majority  of  States 
provide  that  no  corporation  shall  operate,  or  procure  a  charter  or 
articles  in  that  State  without  having  previously  paid  in  a  certain 
amount  of  monev,  a  given  per  cent  of  its  capitalization?  In  other 
words,  most  of  the  States  provide,  sajr,  40,  60,  or  80  ijer  cent  of  the 
capital  stock  shall  be  based  upon  tangible,  actual,  intrinsic  value  be- 
fore the  corporation  can  operate. 

Does  not  this  evil  arise  from  the  fact  that  there  are  very  few  States 
in  this  Union — ^New  Jersey  eminently  excepted — that  grant  the 
wildest  discretion  to  corporations,  and  that  a  corporation  of  one 
State,  organized  in  one  State,  and  becoming  a  citizen  of  all  the 
States,  can  incorporate  in  New  Jersey  and  become,  in  a  way,  an  in- 
dustrial pirate  in  all  the  other  States?  And  if  we  return  to  the 
original  holding  of  the  Supreme  Court,  that  a  corporation  was  not, 
in  the  language  of  the  Constitution,  an  actual  citizen,  and  force 
every  corporation  to  absolute  submission  to  the  jurisdiction  of  the 
State  in  which  it  actually  does  business,  this  trouble  would  be,  at 
least  90  per  cent  of  it,  obviated  in  those  States  that  have  honest, 
drastic  legislation  governing  and  affecting  the  creation  and  opera- 
tion of  corporations. 

Mr.  Smith.  I  am  afraid  the  trouble  there  is.  Congressman,  that 
you  would  always  have  some  outlaw  State,  so  to  speak. 

The  Chairman.  Exactly;  but  if  it  were  true,  if  we  could  return 
to  that  original  holding  of  the  Supreme  Court,  that  a  corporation 
was  not  necessarily  a  citizen,  and  that  an  organization  of  men  doing 
business — ^mining  coal,  say,  in  Tennessee — could  not  become,  by  a 
fiction  of  law,  a  citizen  of  New  Jersey,  this  evil  which  has  become  a 
menace  would  be  obviated  to  a  great  extent? 

Mr.  Smith.  You  never  coula  jget  the  Supreme  Court,  of  course, 
to  hold  that  a  corporation  organized  in  one  State  could  not  go  into 
another  State  for  the  purpose  of  interstate  commerce.  You  never 
could  go  back  against  that  theory. 
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The  Chairman.  Discussing  this  in  a  desultory  way,  I  believe  that 
that  finding,  that  departure  of  the  Supreme  Court  nrom  its  original 
holding,  is  the  Pandora's  box  from  which  all  these  multifarious  evils 
spring,  and  that  the  solution  of  this  problem  is  not  in  ,a  Federal 
cnarter,  but  in  a  vital  strengthening  of  the  original  and  once  un- 
questioned jurisdiction  of  the  various  States  over  corporations  doing 
business  within  their  borders.  But  that  is  neither  here  nor  there. 
Now,  to  return  for  just  a  few  questions,  and  then  we  will  excuse  you. 
I  am  very  much  impressed,  Mr.  Commissioner,  with  your  statement 
that  this  is  an  ore  and  a  coal  monopoly.  I  am  somewhat  inclined  to 
question,  not  the  accuracy  of  your  statement — but  my  investigations 
have  not  led  me  to  believe  that  it  is  a  monopoly  of  coal 

Mr.  Smith.  We  did  not  lay  much  weight  on  the  coal  side,  Mr. 
Congressman.    It  was  mostly  on  the  ore. 

The  Chairman.  If  it  is  a  monopoly,  there  is  a  certain  per  cent  of 
coke  necessary  to  the  conversion  of  a  certain  amount  of  ore.  In 
other  words,  where  you  have  ores  not  like  the  ores  of  the  Birming- 
ham district,  which  are  self -fluxing — that  is,  the  limestone  and  the 
iron  ore  are  not  mingled  together  by  nature,  and  for  that  reason  must 
be  mingled  in  the  blast  furnace — you  must  have  so  much  iron  ore,  so 
much  coke  and  so  much  limestone  and  so  much  ferromanganese  put 
in  layers  in  the  blast  furnace  in  order  to  get  a  certain  number  of 
tons  of  pig  iron. 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  if  the  United  States  Steel  Corporation,  we 
will  say,  had  a  monopoly  of  all  the  ore  and  did  not  have  a  monopoly 
of  all  the  coking  coal,  the  men  holding  the  coal  to  be  made  into  coke 
would  hold  the  key  to  the  situation,  would  they  not? 

Mr.  Smith.  Yes ;  assuming  that  the  corporation 

The  Chairman.  That  is,  so  far  as  the  formation  of  a  monopoly  is 
concerned. 

Mr.  Smith.  Assuming  that  the  corporation  had  no  coal. 

The  Chairman.  Not  sufficient  coal. 

Mr.  Smith.  Unquestionably  if  the  corporation  had  not  su^cient 
coal  they  would  be  in  a  bad  hole. 

The  Chairman.  If  the  United  States  Steel  Corporation  did  control 
75  per  cent  of  all  of  the  iron  ore  in  the  country  and  75  per  cent  of  all 
of  the  coking  coal,  they  would  possess  a  monopoly  that  I  am  free  to 
say  it  would  be  very  difficult  for  legislation  to  reach  or  destroy. 

Mr.  Smith.  It  would  be  a  very  strong  position,  unquestionably. 

The  Chairman.  Because — and  I  want  to  ask  you  for  your  opinion 
about  it — if  they  held  all  the  natural  resources  of  the  country,  or  a 
monopoly  of  them,  by  fixing  the  selling  price  of  coke  and  ore  they 
could  control  the  price  of  the  finished  product  without  entering  into 
any  of  the  contracts  which  are  interdicted  by  the  various  interstate- 
commerce  laws  of  the  country.    Is  not  that  true? 

Mr.  Smith.  Oh,  yes.  A  corporation  that  had  control  of  75  per 
cent  of  the  commercially  available  ore  at  that  particular  time  and 
75  per  cent  of  the  commercially  available  coking  coal  would  cer- 
tainly possibly  not  be  a  monopoly  in  the  sense  of  anything  like  a 
complete  control,  but  would  be  in  a  position  that  would  substantially 
conform  to  a  monopoly. 

The  Chairi^ian.  What  percentage  does  your  report  state  of  the* 
coking  coal  of  the  country  is  held  to-day  by  the  United  States  Steel 
Corporation? 
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Mr.  Smith.  We  do  not  state  that.  I  do  not  know  that  I  could  give 
vou  that  even  if  I  had  the  figures  here.  But  there  is  this  thing  to 
be  considered:  Originally — ^this  is  a  matter  of  general  knowledge — 
the  Connellsville  coal  was  considered  to  be  the  best  coking  coal  in 
the  country ;  not  necessarily  the  only  coking  coal,  but  it  was  of  very 
much  more  advantage  to  have  it.  In  the  last  few  years  they  have 
been  using  what  they  call  by-product  coke,  wherdby  they  use  a  much 
lower  grade  of  coal,  so  that  the  position  of  the  Connellsville  coal  does 
not  give  now  the  exclusive  power  that  it  did  once,  I  think. 

The  Chairman.  What  per  cent  of  the  Connellsville  region  is  held 
by  the  United  States  Steel  Corporation  ? 

Mr.  Smith.  That  I  can  not  give  offhand.  We  will  give  that,  I 
think,  but  I  have  not  it  in  mind.    It  is  quite  a  large  per  cent. 

The  Chairman.  Fiftv  or  sixty  per  cent? 

Mr.  Smith.  Mr.  Lindabury,  do  you  loiow  about  that  ? 

Mr.  Lindabury.  I  thought  it  was  less,  but  my  recollection  is  not 
definite. 

Mr.  Smith.  I  do  not  remember. 

The  Chairman.  This  is  cheering  news  to  me,  in  view  of  the  situa- 
tion  

Mr.  Lindabury.  Cheering  news? 

The  Chairman  (continuing).  That  the  Jones  &  Lau^hlin  Co.  hold 
as  much  of  the  Connellsville  coking  coal  as  the  United  States  Steel 
Corporation — that  is,  100,000  acres.  Do  you  know  how  much  cokini; 
coal  you  have,  Mr.  Lindabury  ?  I  am  not  putting  you  on  the  stand, 
but  asking  you  to  make  a  rough  estimate. 

Mr.  Lindabury.  I  will  tell  you  all  I  know,  but  it  is  not  much. 

The  Chairman.  I  do  not  want  to  ask  you 

Mr.  Lindabury.  I  would  tell  you  if  I  knew.  There  is  nothing  that 
I  have  not  told  you  if  I  did  know. 

Mr.  Smith.  They  have  now — ^no,  we  have  not  the  acreage  here.  I 
thought  we  had.    I  have  forgotten  what  it  is. 

The  Chairman.  Have  you  examined  into  the  holdings  of — ^I  think 
his  name  is  W.  V.  Thompson  ? 

Mr.  Lindabury.  I  think  Mr.  Hall  thought  that  we  were  getting  a 
monopoly  because  we  were  buying  a  few  acres  more  of  coking  coal 
out  there. 

The  Chairman.  I  will  be  perfectly  frank  in  saying  that  if  I  found 
that  the  United  States  Steel  Corporation  did  not  hold  a  monopoly 
of  the  coking  coal  of  this  country  I  would  unhesitatingly  announce 
it  from  this  stand ;  and  I  can  not  conceive  of  a  disaster  short  of  f orei^ 
invasion  more  appalling  than  for  any  concern  to  hold  the  fuel  of  this 
country.  When  my  attention  was  called  to  this  fact  that  the  United 
States  Steel  Corporation  had  a  ^ip  upon  the  bituminous  coal  in  this 
country  similar  to  that  held  by  President  Baer,  by  divine  right,  upon 
the  anfliracite  region,  I  gave  the  matter  my  immediate  and  earnest 
attention. 

Mr.  Lindabury.  I  understand  that  you  went  to  the  bottom  of  that 
and  satisfied  yourself. 

The  Chairman.  I  have  tried  to  get  to  the  bottom  of  it. 

Mr.  Lindabury.  And  that  is  the  only  thing  that  you  have  been  to 
the  bottom  of.  When  you  get  to  the  bottom  of  these  other  things  I 
hope  you  will  be  equally  satisfied. 
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The  Chairb£an.  If  I,  after  an  honest  and  fearless  investigation, 
find  that  the  United  States  Steel  Corporation  has  no  more  monopoly 
in  iron  ores  in  this  country  than  it  has  in  coking  coal,  and  no  more 
monopoly  of  the  transportation  business  or  the  oflier  products,  I  will 
say  so  with  absolute  candor. 

Mr.  LiNDABURT.  I  think  you  will,  in  the  end. 

The  Chairman.  Now,  to  get  back  to  the  subject.  I  am  advised  that 
Mr.  Thompson,  in  that  Connellsville  region,  holds,  say,  a  greater 
acreage  of  coking  coal  than  the  United  States  Steel  Corporation,  and 
that  tnat  coal  is  for  sale  to  any  man  who  will  buy  it  at  his  terms — 
that  is,  he  will  sell  it  just  as  freely  to  the  independent  as  to  the 
United  States  Steel  Corporation. 

Mr.  Smith.  Do  you  remember  any  price  that  was  set  on  that?  I 
am  asking  for  information. 

The  Chairman.  Approximately  $2,000  an  acre. 

Mr.  Smith.  $2,000?  We  gave  the  Steel  Corporation  credit  for 
$1,200  an  acre  here. 

The  Chairman.  It  does  not  make  any  difference  what  he  sells  it 
for  if  he  sells  it  the  same  way. 

Mr.  Smfth.  That  is  W.  V.  Thompson? 

The  Chairman.  Yes;  W.  V.  Thompson. 

Mr.  Smith.  I  do  not  believe  I  know  anything  about  him.  I  know 
his  name,  but  I  do  not  know  anything  about  his  holdings. 

The  Chairman.  I  am  not  expressmg  any  opinion,  but  my  investi- 
gations have  not  led  me  to  the  conclusion  tnat  the  United  States 
Steel  Corporation  has  to-day  a  monopoly — over  50  per  cent,  that 
means — oi  the  coking  coal  of  the  country. 

Mr.  Smith.  We  did  not  make  any  statement  about  the  coking  coal. 
You  can  see  that  we  had  something  about  the  same  view. 

The  Chairman.  I  am  inclined  to  agree  with  the  finding  of  the 
Commissioner  of  Corporations,  that  the  United  States  Steel  Corpo- 
ration has  to-day  practical  control  of  more  than  75  per  cent  of  the 
ore  of  the  country.  I  wish  to  ask  the  commissioner  it  a  monopoly  of 
raw  material  is  or  is  not  more  dangerous  to  competition  than  a 
monopoly  of  the  means  of  converting  those  matericils  into  fiinished 
products  ? 

Mr.  Smith.  Broadly  speaking,  I  think  it  is.  I  think  that  is  the 
basic,  ultimate  monopoly.  That  is  the  monopoly  that  even  the  law 
can  not  reach.  There  you  come  right  up  against  rights  which  you 
can  not  touch.  Anything  else  you  may  be  aole  to  hit  by  legislation, 
but  here  you  come  against  vested  property  rights  as  protect^  by  the 
fourteenth  amendment  to  the  Constitution. 

The  Chairman.  As  solid  as  the  hills  in  which  it  rests. 

Mr.  Smith.  That  is  the  difficultv  with  that  sort  of  monopoly. 

The  Chairman.  For  instance,  if  I  controlled,  if  I  could  get  posses- 
sion, of  all  the  sawmills  of  the  country,  and  should  not  attempt  to 
buy  up  the  timber,  m^  monopoly  would  last  just  so  long  as  you  or  any 
other  man  could  equip  a  sawmill,  would  it  not? 

Mr.  Smith.  Yes. 

Mr.  Lindabury.  Suppose  you  had  all  the  water-power  sites? 

The  Chairman.  But  if  I  owned  all  the  timber  lands  of  the  country, 
the  sawmills  would  be  at  my  mercy. 

Mr.  Smith.  That  is  what  we  stated  in  our  report  on  lumber;  the 
man  who  owns  the  timber  controls  the  industry. 


UNITED  STATES  STEEL  COBPOBATION.  541 

The  Chaibmak.  Yes.  When  did  you  discover  that  this  United 
States  Steel  Corporation  was  an  ore  monopoly? 

Mr.  Smith.  Well,  we  did  not  say  it  was  an  ore  monopoly,  but  that 
its  position,  in  so  far  as  it  was  a  monopoly,  was  in  ore.  I  think  that 
was  the  result  of  our  final,  true  conclusion,  reached  about  three  weeks 
ago.    Our  final  conclusion  was  reached  then. 

The  Chairman.  You  had  been  at  this  since  1906,  have  you  not  ? 

Mr.  Smith.  Yes;  but  for  three  or  four  weeks  before  this  report 
came  out  my  assistants  and  the  economists  and  myself  were  arguing 
these  things  out  at  nights,  and  that  ore  question  we  discussed  agahi 
and  a^in,  and  that  was  one  of  the  most  difficult  things  that  we  had 
to  setUe,  the  situation  as  to  the  ore,  and  we  almost  lost  our  tempers 
over  it  before  we  came  to  the  conclusion  as  to  how  we  should  state 
that  in  the  report. 

The  Chairman.  I  will  ask  you  if,  in  1906,  the  United  States  Steel 
Corporation  did  not  hold  a  more  invulnerable  position  in  the  control 
of  ores  than  it  does  to-day  ? 

Mr.  Smith.  I  do  not  know  what  the  relative  position  was  then  and 
now. 

The  Chairman.  Let  us  see.  You  know  that  the  United  States 
Steel  Corporation  is  the  owner  of  the  Duluth,  Missabe  &  Northern 
Sailway? 

Mr.  Smith.  Yes. 

The  Chairman.  And  that  the  United  States  Steel  Corporation  is 
the  sole  owner  of  the  Duluth  &  Iron  Range  Railroad.  You  know  that 
the  Hill  holdings  *and  the  Morgan  holdings,  I  might  call  them,  are 
under  contract,  and  that  the  men  holding  those  ores  must  ship  ac- 
cording to  the  terms  and  the  title  deeds  of  those  properties,  over  the 
Hill  roads;  is  not  that  true? 

Mr.  Si^iTH.  That  is  right. 

The  Chairman.  At  a  fixed  rate  of  80  cents  a  ton  ? 

Mr.  Smith.  That  is  substantially  it,  yes ;  that  is  80  cents  a  ton  for 
transportation,  yes. 

The  Chairman.  Then  in  1906  no  appreciable  amount  of  ore  could 
pass  from  the  Missabe,  the  Vermilion,  and  other  ranges  in  that  re- 

S'on  to  the  Lake  without  passing  over  the  Hill  road  or  the  roads  of 
e  United  States  Steel  Corporation ;  is  not  that  true  ?  There  is  no 
other  road  up  there. 

Mr.  Smith.  I  do  not  recollect  any  other. 

The  Chairman.  There  is  no  other.  Then  the  United  States  Steel 
Corporation  charging  a  fixed  rate  of  80  cents  per  ton,  that  the  laws 
of  Minnesota  could  not  reach,  and  the  Hill  roaas  charging  80  cents  a 
ton,  by  virtue  of  the  very  terms  of  the  contracts  under  which  the  ores 
were  neld,  was  enabled  to  place  a  fixed  charge  of  that  amount  of 
money  upon  all  ores  passing  from  the  Superior  region,  then  the  only 
ores  available  for  steel  purposes,  to  the  Lake;  is  that  true? 

Mr.  Smith.  If  I  am  correct  in  my  recollections  that  there  were  no 
other  roads,  then  of  course  those  three  roads  controlled  that. 

The  Chairman.  That  is  absolutely  true.  There  are  no  other  roads 
there. 

Mr.  Smith.  Yes. 

The  Chairman.  You  state  in  your  report  that  these  roads  made  an 
exorbitant  charge. 
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Mr.  Smith.  Yes;  practically  that.  We  say  they  make  an  ex- 
orbitant profit. 

The  Chaibman.  It  is  a  matter  of  common  knowledge  that  $2.50  per 
mile  for  haul — ^that  is,  a  train  hauling  a  load  of  cars  for  a  given 
distance,  making  $2.50  a  mile — ^is  a  Sdr  compensation,  is  it  not? 
Those  are  the  figures  of  the  Interstate  Commerce  Commission. 

Mr.  Smith.  I  do  not  recollect  it  by  carloads.  The  ton-mile  fig- 
ures are  3  or  4  mUls,  or  something  of  that  sort 

The  Chairman.  Yes ;  about  3^  mills  is  the  average  rate. 

Mr.  Smith.  Yes.  Well,  we  have  figured  here  that  the  rate  on  a 
ton  on  ore  roads  is  10  mills. 

The  Chairman.  Yes;  three  times  that? 

Mr.  Smith.  Yes. 

The  Chairman.  Your  conclusions  and  mine  are  based  upon  differ- 
ent estimates  of  the  same  thing. 

Mr.  Smith.  Yes. 

The  Chairman.  In  other  words,  if  the  Steel  Corporation  fixes 
these  rates,  it  forces,  according  to  the  figures  of  your  report  here,  the 
independent  to  pay  for  the  hauling  oi  2  tons  of  ore  every  time  he 
hauls  1  ton  of  ore  for  the  independent! 

Mr.  Smith.  It  certainly  forces  him  to  pay  a  pretty  high  prioe 
for  it. 

The  Chairman.  In  other  words,  it  forces  him  to  pay  300  per  cent 
over  the  fair  charge? 

Mr.  Smith.  It  is  a  lari^  difference. 

The  Chairman.  It  is  the  difference  between  3^  mills  and  10  mills 
per  ton-mile,  is  it  not? 

Mr.  Smith.  I  do  not  know  whether  the  average  of  3^  mills  per 
ton-mile  would  be  a  fair  average  to  apply  to  those  roads. 

The  Chairman.  The  Intei^tate  Commerce  Commission  makes  an 
average  of  3^  mills  for  all  freight,  from  diamonds  to  fireworks.  That 
being  so,  anything  like  coke  and  coal  would  be  a  lower  rate,  would 
it  not? 

Mr.  Smith.  One  would  think  so. 

The  Chairman.  .Why,  certainly.  So  that  the  facts  are  that  ^.50  a 
mile  for  hauliujg  is  a  good  rate,  and  these  people  make  $50  per  mile. 

Mr.  Smith.  $50? 

The  Chairman.  $50  per  each  mile  hauled.  I  mean  that  every 
time  they  haul  a  train  of  cars  over  a  mile  of  road  they  make  $50, 
or  20  times  as  much  as  is  a  fair  rate. 

Mr.  Smith.  I  have  never  figured  it  on  the  train  basis. 

The  Chairman.  If  that  is  the  case,  the  United  States  Steel  Cor- 
poration can  penalize  the  transp<»*tation  of  ores  from  the  ranges  to 
the  blast  furnaces,  can  it  not? 

Mr.  Smith.  It  certainly  can  make  a  large  profit  out  of  olher 
holders  of  the  ore  up  there.    There  is  no  doubt  about  it. 

The  Chairman.  Have  you  investigated  the  natural  causes,  the 
acts  of  God,  I  might  say,'  that  might  relieve  the  independent  pro- 
ducers from  that  condition  of  affairs? 

Mr.  Smith.  I  do  not  believe  I  know  quite  what  you  are  referring 
to,  Mr.  Congressman. 

The  Chairman.  I  mean  this :  These  were  Bessemer  ores,  were  they 
not? 

Mr.  Smith.  Yes ;  most  of  them. 
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The  Chairman.  Do  you  know  when  the  Bessemer  ore  ceased  to 
be  essential  to  the  steel  industry  ? 

Mr.  Smith.  I  do  not  know.  Of  course,  the  open-hearth  process 
has  been  developing- 

The  Chairman.  That  is  what  I  am  driving  at. 

Mr.  Smith  (continuing).  For  the  last  five  years.  That  comes 
within  the  last  five  years. 

The  Chairman.  I  will  ask  you  if  the  open-hearth  processes  have 
been  used  in  this  country  to  any  extent  except  during  the  last  three 
years  ? 

Mr.  Smith.  My  recollection  is  that  there  was  considerable  open- 
hearth  steel  made  five  years  ago. 

The  Chairman.  Where,  in  this  country! 

Mr.  Smith.  I  can  not  remember.    I  saw  a  table  somewhere* 

The  Chairman.  Do.  you  remember  when  the  open-hearth  process 
was  instituted  ? 

Mr.  SMma.  No ;  I  do  not. 

The  Chairman.  Was  it  not  instituted  in  the  Tennessee  Coal  & 
Iron  Co.,  and  by  the  Tennessee  Coal  &  Iron  Co.  i 

Mr.  Smith.  It  may  very  likely  have  been.  That  would  be  a 
natural  place.    I  do  not  know  about  that. 

The   Chairman.  How  long  was  it  aft^  the  first  open-hearth 

Process  was  instituted  bv  the  Tennessee  Coal  &  Iron  Co.  imtil  the 
'ennessee  Coal  &  Iron  CJo.  got  into  trouble? 

Mr.  Smith.  I  do  not  know  when  they  instituted  it. 

The  Chairman.  You  had  been  making  these  investigations  con- 
cemiii^  which  I  have  been  speaking,  since  ld06  ? 

Mr.  Smith.  Yes. 

The  Chairman.  Were  you  aware  of  the  fact  that  the  United 
States  Steel  Corporation,  realizing  the  fact  that  the  open-hearth 
process  was  destroying  its  Bessemer  monopoly,  was  attempting  to 
obtain  possession  of  the  non-Bessemer  ores  in  the  South  before  they 
obtained  the  Tennessee  Coal  &  Iron  ? 

Mr.  Smith.  I  do  not  remember.  I  do  not  remember  any  informa- 
tion we  have  had  on  tiiat  subject. 

The  Chairman.  Did  you  see  anything  in  the  papers  about  it  ? 

Mr.  Smith.  At  the  time? 

The  Chairman.  Yes. 

Mr.  Smith.  I  probably  did,  if  there  was  anything,  but  I  do  not 
remember  it  at  all. 

The  Chairman.  Were  you  investigating  that  matter  at  that  time  ? 

Mr.  Smith.  No;  we  were  not  investigating  the  Tennessee  Coal  & 
Iron  Co.  at  that  time  at  all,  so  far  as  I  recollect. 

The  Chairman.  It  is  your  duty  to  advise  the  President  from  time 
to  time  concerning  the  conditions  of  corporations,  is  it  not,  wheUier 
he  asks  for  it  or  not? 

Mr.  Smith.  Let  me  see.  I  think  he  has  to  ask  for  it ;  but  we  do 
advise  him  sometimes  when  he  does  not  ask. 

The  Chairman.  You  do  advise  him  without  his  asking? 

Mr.  Smith.  Yes ;  I  think  we  do,  occasionally. 

The  Chairman.  Did  you  advise  the  President  of  the  United  States 
that  by  the  development  of  the  open-hearth  process  the  Bessemer 
ores,  of  which  the  Steel  Corporation  had  a  monopoly,  had  ceased 
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to  be  and  were  no  longer  the  only  ores  which  were  available  to  the 
American  public  for  the  manufacture  of  steel  at  the  time  that  this 
corporation  was  attempting  to  get  possession  of  80  per  cent  of  those 
ores? 

Mr.  Smith.  I  do  not  think  I  ever  talked  with  the  President  on  that 
subject. 

The  Chairman.  Did  the  President,  during  the  time  that  this  cor- 
poration was  attempting  to  get  control  of  the  Tennessee  Coal  & 
Iron  Co.,  ever  ask  the  Department  of  Commerce  and  Labor  to  advise 
him  as  to  the  nature  and  character  of  this  merser  ? 

Mr.  S&iiTH.  Not  to  my  knowledge.  He  did  not  ask  the  Commis- 
sioner of  Corporations. 

The  Chairman.  With  the  improvement  of  the  basic  process  the 
high-phosphorus  ores  of  the  South  became,  in  proportion  to  their 
iron  cont^ts,  more  valuable  than  the  Bessemer  ores  of  the  North, 
did  they  not? 

Mr.  Smith.  I  would  not  want  to  make  any  flat  statement  on  that, 
because  it  is  a  pretty  broad  subject. 

The  Chairman.  Let  us  see.  The  ores  of  the  Tennessee  Coal  A  Iron 
Co.  are  self -fluxing,  are  they  not  ? 

Mr.  Smith.  Yes ;  I  believe  so. 

The  Chairman.  That  is,  they  get  the  iron  ore  in  the  limestone? 

Mr.  Smith.  Yes. 

The  Chairman.  Is  not  that  true? 

Mr.  Smith.  We  understand  they  have  the  limestone  with  the 
ore:  yes. 

The  Chairman.  And  it  takes  25  per  cent  of  limestone,  roilndly 
speaking,  to  flux  the  Bessemer  ores  of  the  Lake  Superior  region, 
does  it  not  ? 

Mr.  Smith.  About  that,  I  think. 

The  Chairman.  Then  those  ores  were  practically  25  per  cent  richer 
in  iron,  as  far  as  the  cost  of  producting  pig  iron  was  concerned, 
were  they  not ;  because  they  did  not  have  to  get  any  limestone  to  put 
in  the  blast  furnace  ? 

Mr.  Smith.  No;  I  would  not  say  25  per  cent  richer,  because  the 
furnishing  of  the  limestone  is  not  an  expensive  proposition  at  all. 

The  Chairman.  Yet  they  need  ferromanganese  and  other  things? 

Mr.  Smith.  Yes ;  but  that  was  a  different  proposition. 

Mr.  Gardner.  You  say  that  is  very  small  ? 

Mr.  Smith.  I  say  the  expense  of  furnishing  limestone  is  very 
small.  Manganese,  of  course,  is  not  used  except  in  a  few  products 
like  rails,  and  things  of  that  kind,  where  they  want  high  carW.  • 

The  Chairman.  Here  is  what  I  mean.  Here  is  a  mountain  full 
of  iron  ore,  and  here,  within  100  yards,  is  a  mountain  full  of  lime- 
stone. A  man  goes  and  gets  75  tons  of  iron  ore  and  25  tons  of  lime- 
stone, where  the  limestone  and  the  iron  are  not  mingled  together* 
It  is  immaterial  to  him  whether  he  di^  the  limestone  and  the  iron 
together  in  the  same  lump  of  ore,  or  whether  he  gets  the  ore  without 
the  limestone  and  goes  over  here  and  gets  the  limestone,  so  far  as 
the  limestone  is  concerned.    That  is  what  I  mean. 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  I  will  ask  you  if  it  is  not  true  that  with  the 
improvement  of  the  basic  process  they  do  produce  a  ton  of  pig  iron 
$3  cheaper  in  the  Birmingham  district  than  anywhere  else  in  the 
world? 
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Mr.  Smith.  That  is  a  matter  that  I  think  will  be  pretty  satisfac- 
torily answered  by  our  report  on  costs. 

The  Chairmak.  What  is  your  conclusion  ? 

Mr.  Sbuth.  I  would  not  aare  give  any  cost  figures. 

The  Chairman.  Have  you  examined  the  statements  of  Mr.  Schwab 
and  Mr.  Gates  on  the  question  ? 

Mr.  Smith.  Yes ;  but  we  have  the  figures  of  the  companies,  which 
are  ever  so  much  better. 

The  Chairmak.  In  the  light  of  these  facts,  is  it  not  true  that  at 
the  time  of  the  absorption  of  the  Tennessee  Coal  &  Iron  Co.  that 
was  the  only  large  amount  of  available  ore  on  this  continent  which 
could  by  any  possibility  be  purchased  that  entered  into  active  com- 
petition with  Bessemer  ores  of  the  Superior  region  ? 
^  Mr.  Smith.  That  is  the  most  important  becl  of  ore  measures,  out- 
side of  Lake  Superior,  on  the  North  American  Continent  that  I 
know  of. 

The  Chairman.  The  rest  of  that  ore  was  held  by  the  Republic 
Iron  &  Steel  Co.  and  by  other  iron  and  steel  companies  that  were 
solvent  and  were  not  putting  their  stocks  on  the  market ;  is  not  that 
true? 

Mr.  Smith.  I  do  not  know  anything  about  that.  What  I  have 
been  saying  is  simply  a  matter  of  general  knowledge,  and  if  I  do 
know  anything  about  it,  it  is  in  theoureau. 

The  Chairman.  The  Tennessee  Coal  &  Iron  Co.  did  hold  80  per 
cent  of  that  region.  Then,  if  this  was  an  ore  monopoly,  the  thing 
which  cinched  that  monopoly  was  the  absorption  of  the  Tennessee 
Coal  &  Iron  Co.,  was  it  not? 

Mr.  Smith.  That  depends  entirely  upon  the  value  of  the  southern 
ore  for  the  trade,  and  that  I  do  not  want  to  commit  myself  on,  any- 
way, until  I  have  got  through  with  our  figures  of  the  cost. 

The  Chairman.  Was  there  any  other  large  body  of  workable 
ore 

Mr.  Smith.  Yes. 

The  Chairaian  (continuing).  On  this  continent,  say,  in  America, 
between  Mexico  and  the  Canadian  line,  where  pig  iron  could  be 
made  cheaply,  except  in  that  region? 

Mr.  Smith.  Well,  not  on  this  continent;  but,  while  I  can  not  go 
into  the  facts,  it  is  public  knowledge,  and  I  can  state  that  the 
Cuban  ores,  even  as  against  the  duty,  are  probably  a  very  important 
factor  in  the  situation.    Now,  that  is  only  fair  to  say. 

The  Chairman.  The  duty,  of  course,  is  an  uncertain  quantity  that 
could  be  increased. 

Mr.  Smith.  Yes;  of  course.  And  it  might  be  decreased.  But  I 
do  not  want  to  have  you  overlook  the  Cuban  ore. 

The  Chairman.  I  know  about  the  Cuban  ore  and  the  Brazilian 
ore;  but  I  am  speaking  of  this  continent. 

Mr.  Smith.  Yes ;  of  this  continent. 

The  Chairman.  The  consummation  of  that  deal  is  the  thing  that 
gives  the  United  States  Steel  Corporation  its  monopoly  of  the  iron 
ores  of  the  country  ? 

Mr.  Smith.  I  would  not  want  to  commit  myself  to  any  definite 
statement  about  the  Tennessee  Coal  &  Iron  Co.'s  ore  holding  until  I 
know  more  about  the  cost. 
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The  Chairhax.  If  we  have  720,000,000  tons  of  iron  ore  against  a 
billion  of  tons— against  700,000,000  tons  owned  by  the  Steel  Cor- 
poration— that  is  what  thev  put  their  holdings  at — ^in  other  words, 
the  Steel  Corporation  incixased  its  ore  holdings  and  its  monopoly 
by  46  per  cent  by  this  deal,  did  it  not  ? 

Mr.  Smith.  I  do  not  think  we  stated  how  much  increase  was  given 
by  the  Tennessee  Coal  &  Iron  Co. 

The  Chairman.  Is  it  not  46  per  cent  ? 

Mr.  Smith.  No ;  I  do  not  think  so. 

The  Chairman.  How  much  ore  did  the  Steel  Corporation  hold 
before  it  absorbed  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Smith.  We  do  not  know.    It  certainly  had  700,000,000  tons. 

The  Chairman.  And  it  did  not  have  in  excess  of  that,  did  it! 

Mr.^SMiTH.  I  do  not  know  what  their  holdings  were. 

The  Chairman.  The  Tennessee  Coal  &  Iron  Co.  had  720,000,000 
tons  of  available  ore.  did  it  not? 

Mr.  Smith.  Yes ;  out  of  very  different  grades. 

The  Chairman.  Yes;  different  grades.  They  were  self-fluxing 
ores? 

Mr.  Smith.  Well,  but  the  difference  in  grade  is  very  much  more 
important  than  the  question  of  a  self-fluxing  ore. 

The  Chairman.  I  understand.  They  were  infinitely  more  accessi- 
ble to  the  mines?  In  other  words,  was  it  not  true  that  a  man  who 
held,  who  owned,  ores  in  the  Tennessee  coal  and  iron  region  could 
mine  3  tons  of  ore  and  the  coke  and  limestone  necessary  to  convert 
it  into  pig  iron  and  could  ^et  3  tons  of  iron  ore  for  less  than  a  man 
could  mine  2  tons  of  the  high-grade  ores  in  the  Mesaba  region  for, 
transport  it  from  the  Lake  Superior  region  to  Gary  or  to  Pitts- 
burg, haul  his  ore  to  the  blast  furnace,  and  produce  his  pig  iron?^  Is 
it  not  true  that  the  facility  of  assembling  iron  ore,  coal,  and  lime- 
stone where  they  are  all  together  makes  it  from  $2  to  $3  a  ton  cheaper 
to  produce  a  ton  of  pig  iron  in  the  Birmingham  district  than  at  Gaiy 
or  at  the  Lackawanna  factories  or  at  Pittsburg  or  anywhere  on  this 
continent?    Is  not  that  true? 

Mr.  Smith.  I  think  we  have  at  least  a  half  an  acre  of  figures  on 
costs,  which  I  should  have  to  examine  very  carefully  before  I  could 
answer  that  question. 

The  Chairman.  You  have  examined  those  figures  on  costs? 

Mr.  Smith.  We  have  not  examined  them  so  that  I  am  satisfied  with 
any  conclusion  from  them  yet. 

The  Chairman.  Mr.  Schwab  made  that  statement,  and  Mr.  Gates 
made  that  statement,  and  it  has  not  been  contradicted.  Now,  have 
yon  anvthing  here  that  might  contradict  that? 

Mr.  Smith.  I  have  not  a  statement,  but  I  have  the  figures. 

The  Chairman.  Do  you  question  that  statement  ? 

Mr.  Smith.  I  neither  cjuestion  nor  confirm  it. 

The  Chairman.  All  right. 

Mr.  Gardner.  In  order  to  get  the  record  straight,  I  want  to  call 
attention  to  the  fact  that  in  one  of  your  questions,  Mr.  Chairman, 
you  stated  that  the  commissioner  had  stated  that  the  United  States 
Steel  Corporation  held  75  per  cent  of  the  ores  of  the  country. 

Mr.  Smith.  Yes. 

Mr.  Gardner.  And  then  the  chairman  continued  as  if  that  had  been 
your  statement,  Mr.  Commissioner. 
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Mr.  Smith.  I  meant  to  correct  that  at  the  time. 
Mr.  Gabdneb.  I  have  here  your  statement. 
Mr.  Smfth.  I  did  not  think  to  correct  it. 

Mr.  Oabdneb.  Here  is  your  statement  on  page  ix  of  the  letter  of 
submittal : 

It  is  almost  Impossible,  and  would  be  unwise,  to  attempt  any  quantitative 
statement  of  Its  proportion  of  the  total  ore  of  the  country,  but  of  the  Lake  ores-, 
on  which  the  present  steel  Industry  is  based,  it  has  about  75  per  cent 

I  want  to  make  that  statement  appear  in  the  record,  because  the 
whole  conversation  between  the  witness  and  the  chairman  went  along 
for  some  time,  based  on  another  presumption. 

Mr.  Smith.  I  should  have  corrected  tnat  at  the  time,  but  I  did  not 
think  about  it.  That,  of  course,  was  not  my  statement;  it  was  the 
chairman's  statement. 

Mr.  Gabdxeb.  But  you,  in  your  answer,  accepted  the  chairman's 
statement  of  your  statement. 

Mr.  Smith.  Of  course,  I  can  only  accept  it  in  the  form  in  which 
you  have  just  read  it. 

The  Chaibman.  If  the  United  States  Steel  Corporation  had  75 

ger  cent  of  the  Lake  ores,  but  by  the  absorption  of  the  Tennessee 
!oal  &  Iron  Co.  it  has  increased  not  only  its  actual  but  its  relative 
holdings,  has  it  not ;  because  the  Tennessee  Coal  &  Iron  Co.  had  80 
per  cent  of  the  rest  of  the  ores  in  that  region,  did  it  not,  that  were 
available  ? 

Mr.  Smith.  I  would  not  venture  any  guess  on  it.  Without  the 
figures  for  the  whole  country  it  is  almost  impossible  to  treat  it  intel- 
ligently. For  instance,  I  may  be  giving  the  figures  wrong,  but  here 
is  the  sort  of  thing  we  get  up  against  when  we  try  to  give  anything 
definite.  I  think  the  Geological  Survey  gives  the  commercial  avail- 
able ores  of  the  country  at  about  5,000,000,000  tons,  but  the  total 
ores  of  the  country  at  about  23^000,000,000  tons,  the  difference  be- 
tween the  two  being  simply  a  difference  of  metallic  content.  Now, 
unless  you  know  exactly  the  metallic  content  jou  are  talking  about 
you  have  all  the  difference  between  five  billions  and  twen^-three 
billions. 

The  Chaibman.  What  is  the  amount  of  workable  ores  in  the 
country  ? 

Mr.  Smith.  What  is  your  definition  of  a  workable  ore? 

The  Chaibman.  I  mean  an  ore  that  can  be  converted  into  iron. 

Mr.  Smith.  You  can  convert  any  ore  into  iron. 
^  The  Chaibman.  I  mean  at  a  commercial  profit.    Do  not  these  va- 
rious concerns  divide  workable  and  nonworkable  ores,  and  have  not 
the  Geological  Survey  and  the  Bureau  of  Mines  made  that  dis- 
tinction? 

Mr.  Smith.  They  make  a  distinction,  and  each  makes  a  different 
one. 

The  Chaibman.  They  divide  them  into  those  classes.  I  will  ask 
you  if  it  is  not  true  that  the  United  States  Steel  Corporation  owns 
to-day  between  75  and  90  per  cent  of  the  workable  ores  of  the  coun- 
try— those  that  can  be  mined  at  a  profit  ? 

Mr.  Smith.  I  would  not  answer  that  until  I  knew  what  you 
mean  by  workable  ore. 
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The  Chairman.  I  mean  an  ore  that  a  man  can  dig  out  of  the 

{ground  and  haul  to  a  blast  furnace  and  convert  into  pig  iron  at 
ess  expense  than  the  selling  price  of  the  pig  iron. 

Mr.  Smith.  That  is  pretty  indefinite. 

The  Chairman.  It  is  not  indefinite  at  all. 

Mr.  Smith.  Unless  you  get  at  the  metallic  content.  It  is  a  ques- 
tion of  the  metallic  content. 

The  Chairman.  It  may  be  40  per  cent  For  instance,  take  a 
Bessemer  ore  40  per  cent  iron.  It  might,  by  stripping  off  5  inches 
of  dirt  with  a  steam  shovel,  where  you  got  5,000  tons  a  day,  and 
brought  it  to  the  blast  furnace;  and  it  could  be  mined  at  a  greater 
profit  than  a  hard  ore  in  a  mountain  side  that  had  to  be  blasted  out, 
containing  twice  the  iron  content. 

Mr.  Smith.  Or  dug  out. 

The  Chairman.  And  that  would  be  cheaper,  with  railroad  facili- 
ties, if  it  contained  only  10  per  cent  »ron  or^. 

Mr.  Smith.  Certainly. 

The  Chairman.  So  that  the  real  test  of  the  cost  is  putting  it  in 
the  blast  furnace.  And  if  it  costs  more  to  produce  the  pig  iron  than 
you  can  sell  it* for,  that  is  a  nonworkable  ore,  is  it  not? 

Mr.  Smith.  The  cost  of  mining  is  a  factor.  That  is  not  the  im- 
portant factor,  if  it  is  done  on  a  large  enough  scale.  There  are  ores 
now  mined,  I  believe,  at  3,000  feet  depth  in  this  country. 

The  Chairman.  Are  there  not  ores  in  Utah  which  are  compara- 
tively worthless,  which  are  of  a  very  high  metallic  content? 

Mr.  Smith.  I  do  not  know  about  Utah. 

The  Chairman.  Which  have  never  been  worked? 

Mr.  Smith.  Yes ;  I  do  not  know. 

The  Chairman.  Because  it  is  so  expensive  to  mine  them  and  get 
the  coke  there  to  treat  those  ores.  And  propinquity  of  transporta- 
tion and  of  facility  of  getting  the  coke  are  the  pre<K)minant  factors, 
are  they  not? 

Mr.  Smith.  And  the  metallic  content. 

The  Chairman.  Suppose  you  had  out  here  a  nonconformity  of 
strata,  as  I  think  it  is  callea,  where  you  have  jgot  a  ledge  of  pure 
iron — 80  or  90  per  cent  iron — it  is  so  near  solia  iron  that  it  is  like 
the  copper  of  this  Wisconsin  region,  you  can  not  mine  it.  Is  not 
that  true  ?    You  can  not  do  anythinjj  with  it  ? 

Mr.  Smith.  I  do  not  know  anything  about  that  Utah  ore  at  all. 

The  Chairman.  Are  there  any  other  questions  ?  If  not,  that  is  alL 
We  thank  you  for  your  attention,  Mr.  Cfommissioner. 

(Thereupon,  at  5.05  o'clock  p.  m.,  the  committee  adjourned  until 
Monday,  July  24, 1911.) 
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Sib:  I  have  the  honor  to  submit  herewith  Part  I  of  a  Report  on  the 
Steel  Industry.  This  part  deals  with  the  organization,  inyestmenti 
profits,  and  position  in  the  industiy  of  the  United  States  Steel  Corpo- 
ration. Additional  parts  will  be  submitted  later  dealing  with  costs 
and  with  prices. 

The  basic  industiy  of  steel  making  affects  the  whole  people  of  the 
United  States.  Its  organization  is  a  matter  of  public  concern  (not 
merely  of  private  interest),  and  a  great  national  resource,  iron  ore, 
lies  at  the  foundation  of  the  business. 

The  dominant  concern  is  the  United  States  Steel  Corporation. 
There  is  here  set  forth  (a)  the  causes  of  the  formation  of  the  Corpo- 
ration; (5)  its  actual  investment  contrasted  with  its  capitalization; 
(e)  its  rate  of  profits ;  and  (d)  its  degree  of  control  in  the  industiy. 

The  Steer  Corporation  was  the  culmination  and  the  result  of  a 
remarkable  and  even  dramatic  period  in  the  steel  industry.  Until 
about  1898  the  bulk  of  the  business  was  distributed  among  a  veiy 
considerable  number  of  concerns.  There  was  sharp  competition, 
modified  by  frequent  pools  and  price  agreements  of  greater  or  less 
duration  and  effectiveness. 

In  1898  began  an  era  of  great  consolidations,  with  capitalizationa 
ranging  from  $30,000,000  to  (100,000,000,  usually  mergers  of  many 
smaller  companies.  In  most  of  these,  as  in  the  earlier  price  agree- 
ments, the  ruling  motive  was  the  removal  of  competition. 

They  did  not,  however,  finally  eliminate  competition.  On  the  con- 
trary, a  broad  movement  at  once  became  apparent  which  threatened 
competition  on  a  larger  scale  and  probably  more  severe  than  any  in 
steel  histoiy.    This  was  the  process  known  as ''integration/' 

The  situation  in  1899-1900  was  as  follows:  There  were  thnsfe  great 
companies — the  Carnegie  Company,  the  Federal  Steel,  and  the  N^fttional 
Steel — dominating  the  production  of  crude  and  semifinished  steel. 
This  may  be  called  the  "  primary  "  group.  Six  other  large  concerns — 
the  American  Steel  and  Wire,  American  Tin  Plate,  American  Steel 
Hoop,  American  Sheet  Steel,  National  Tube,  and  American  Bridge — 
severally  controlled  these  lighter  finished  products.  These  formed 
the  "secondary''  group* 
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But,  large  as  these  concerns  were,  no  one  of  them  was  entirely  self- 
suflBcient.  The ' 'secondary "  group  was  dependent  on  the  '^primary  " 
for  its  crude  steel;  the  ''primary"  largely  dependent  on  the  ''sec- 
ondary" for  a  market  for  its  products.  Few  were  completely 
*' integrated;"  that  is,  few  carried  through  under  one  control,  with 
the  accompanying  advantages,  the  entire  industrial  process  from  the 
ore  to  the  finished  product,  linking  up  ore  and  coal  mines,  transpor- 
tation, blast  furnaces,  steel  works,  rolling  mills,  and  finished  manu- 
facture. 

Immediately,  however,  came  the  next  step.  These  great  ooncems 
almost  simultaneously  began  the  final  linking  up  of  the  chain  of  pro- 
duction. Once  begun  by  one  concern,  others  followed  in  self- 
defense.  The  "secondary"  companies  began  to  reach  back,  acquir- 
ing ore  reserves  and  crude  steel  plants.  For  example,  in  1900  the 
Steel  and  Wire  Company,  whose  supply  of  materials  had  previously 
been  purchased  maioly  from  the  Carnegie  or  the  Federal  company, 
planned  to  make  its  own  steel;  likewise  the  National  Tube  Company. 
The  "primary"  concerns,  finding  these  their  chief  customers  turning 
into  rivals,  retaliated  by  reaching  forward  to  the  manufacture  of 
finished  products. 

Paramount  in  importance  was  the  ore.  The  recognition  of  that 
importance  came  strangely  late,  but,  once  recognized,  it  became  an 
axiom  that  no  large  concern  could  stay  in  the  business  unless  fortified 
by  its  own  ore  reserves.  By  1900  the  bulk  of  the  Lake  ores  was  in  the 
hands  of  less  than  a  dozen  companies,  with  a  similar  concentration 
in  coking  coal. 

Such  efforts  on  the  part  of  these  great  concerns,  in  striving  each 
to  "integrate,"  to  make  itself  wholly  independent,  threatened  to 
result  in  a  great  and  sudden  increase  and  dupUcation  of  the  steel 
producing  and  finishing  capacity  of  the  countiy,  and  to  involve  them 
also  in  an  invasion  of  each  other's  business. 

Thus  there  was  suddenly  revealed  to  the  industiy  what  the  trade 
press  at  the  time  called  "the  impending  stru^le  of  the  giants,"  a  con- 
test between  great  concerns  who  under  such  circumstances  might  be 
forced  to  work  out,  in  rigorous  competition,  the  survival  of  the  fittest. 

Such  were  the  conditions  in  the  steel  industry  in  1900.  The  spark 
that  lighted  the  train  was  the  threat  of  the  Carnegie  Company  to 
erect  a  great  tube  plant  near  Cleveland,  thus  invading  the  field  of 
finished  manufacture. 

Steel  men  and  the  various  associated  financial  interests  regarded 
this  situation  with  much  alarm.  In  such  competition  they  saw  a 
great  danger  to  their  businesses,  especially  to  the  profitable  quasi 
monopolies  in  certain  branches  of  the  trade.  In  averting  it  they 
also  saw  a  great  opportunity.  The  extraordinary  era  of  industrial 
expansion  was  still  on;  the  public  were  9 till  eagerly  absorbing  laxge 
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issues  of  securities.  By  meiging  these  conflicting  interests  into  a 
great  corporation,  the  tibreatened  ''steel  war"  would  be  averted,  and 
great  profits  realized  from  the  flotation  of  securities. 

With  amazing  swiftness,  in  a  few  weeks,  the  United  States  Steel 
Corporation  was  thus  organized,  and  began  business  on  April  1, 1901. 
Its  total  capitalization  was  a  little  over  $1,402,000,000  (induding 
bonds).  It  is  strictly  a  ''holding"  company — ^that  is,  it  does  not 
mine,  manufacture,  transport,  or  sell;  it  simply  owns  the  stock  (as  a 
rule  all  the  stock)  of  its  constituent  concerns.  The  concerns  acquired 
were  as  follows: 


Acquired  1901 : 

Came^e  Company  (of  New 
Jersey). 

Federal  Steel  Company. 

National  Steel  Company. 

American  Steel  and  Wire 
Company. 

American  Sheet  Steel  Com* 
pany. 

American  Tin  Plate  Com- 
pany. 

American  Steel  Hoop  Com- 
pany. 

American  Bridge  Company. 

National  Tube  Company. 

Bessemer  Steamship  Com- 
pany. 

Shelby  Steel  Tube  Company. 

Lake  Superior  Consolidated 


Iron 


>upeno 
Mines. 


Acquired  subsequently: 

Union  Steel  Company  (1902). 
Clairton   Steel   Company 

(1904). 
Tennessee   Coal,   Iron   and 
Kailroad  Company  (1907). 


Thus  competition  between  these  concerns  was  eliminated,  while 
enormous  profits  were  made  from  the  flotation  of  securities,  with, 
also,  an  unparalleled  stock  commission  to  the  underwriting  syndicate, 
which  netted  a  clear  profit  of  about  $62,500,000  in  cash. 

At  its  formation  the  United  States  Steel  Corporation  (referred  to 
herein  as  the  '^Corporation")  controlled  about  two-thirds  of  the 
country's  production  of  crude  steel,  and  from  one-half  to  four-fifths 
of  the  principal  rolled  steel  products.  It  comprised  ore,  coal,  lime- 
stone, natural  gas,  railway  and  steamship  companies,  blast  furnaces, 
steel  works,  rolling  mills,  finishing  plants,  and  various  other  proper- 
ties. It  was  thus  a  thoroughly  integrated  concern^  from  ore  to  fin- 
ished products. 

There  remained  outside  the  mei^er  a  number  of  great  companies  of 
the  primary  sort,  such  as  Jones  &  Laughlin,  the  Pennsylvania,  Cam- 
bria, Lackawanna,  RepubHc  and  Colorado  Fuel  and  Iron  clOmpanies, 
and  numerous  concerns  of  the  secondary  type.  While  overshadowed 
by  the  Steel  Corporation,  these  included  strong,  efficient,  and  growing 
businesses,  furnishing  a  basis  for  vigorous  competition. 
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ZKYESTMENT  AN^  OAPITALIZATIOK  IN   1901. 

The  Steel  Corporation  is  the  greatest  industrial  concern  in  the 
United  States,  with  the  largest  properties,  and  of  international  impor- 
tance. It  is  the  most  conspicuous  example  of  the  modem  corporate 
organization  of  great  businesses.  As  such,  the  relation  of  its  invest- 
ment to  its  capitalization  and  to  its  earning  power  are  matters  of 
public  concern.  The  Corporation  itself  has  recognized  this  fact  in 
its  public  reports,  and  has  also  furnished  very  extensive  information 
to  the  Bureau. 

The  Corporation  was  organized  with  (in  round  numbers)  610  mil- 
lions of  preferred  stock ;  508  millions  of  common  stock ;  303  millions 
of  Corporation  bonds,  and  about  81  millions  of  underlying  and  mis- 
cellaneous obligations;  a  total  of  over  1,402  million  doUars. 

Speaking  broadly,  such  capitalization  amounted  to  the  claim,  the 
representation,  that  there  was  a  value  in  this  concern  which  would 
justify  a  fair  business  return  on  this  capitalization.  The  Bureau  finds, 
on  the  contrary,  that  in  1901  the  fair  market  value  of  its  tangible 
property  was  about  700  miUion  dollars,  slightly  less  than  one-half  its 
capitalization.  The  other  half,  the  excess  of  about  700  million 
dollars,  is  thus  separated  and  stands  out,  embodying  the  essential 
public  questions  raised  by  the  Bureau's  analysis  of  its  investment. 
In  so  far  as  that  excess  represented  value  in  1901,  it  was  value  due 
either  to  increased  earning  power  from  elimination  of  competition; 
concentrated  ownership  of  the  basic  natural  resources,  iron  ore  and 
coal ;  or,  in  some  degree,  integration  efficiency. 

When  such  values  are  capitalized  into  dividend  or  interest  bearing 
securities,  they  involve  important  public  problems.  They  are  merely 
another  name  for  price  policy,  and  the  whole  public  is  ultimately 
concerned  in  steel  prices.  For  that  sufficient  reason  the  bulk  of  this 
part  of  the  report  is  devoted  to  an  analysis  of  the  Corporation's 
investment. 

Three  separate  methods  have  been  used  in  valuing  its  assets  in  1901: 

(a)  By  historical  study  of  the  formation  of  constituent  concerns; 

(b)  by  market  values  of  the  securities  of  constituent  concerns;  (c)  by 
detailed  estimates  of  physical  properties,  classified  by  departments  of 
business.  By  the  first  method  the  valuation  is  $676,000,000;  by  the 
second,  $793,000,000;  and  by  the  third,  $682,000,000.  None  of  these 
figures  includes  any  merger,  integration,  or  monopolistic  factors 
arising  from  the  combination  of  1901.  It  is  precisely  the  object  of 
the  Bureau  to  distinguish  such  values  from  ordinary  property  value. 

The  first  valuation  rests  chiefly  on  evidence  that  the  tangible  prop- 
erty of  most  of  the  constituent  concerns  did  not  exceed  the  preferred 
stock.    A  cash  option  price  was  usually  fixed  by  their  promoters,  and 
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the  origmal  owners  could  take  this,  or  an  equal  amount  of  preferred 
stock,  with  a  bonus  m  common  stock,  in  the  new  combinations. 

This  was  the  case  with  the  National  Steel,  American  Tin  Plate, 
American  Sheet  Steel,  American  Steel  Hoop,  American  Steel  and  Wire, 
National  Tube,  and  American  Bridge  companies.  The  Federal  Steel 
CSompanj's  property  somewhat  exceeded  its  preferred  stock.  In  the 
Carnegie  Company,  reliable  book  values  indicate  that  its  tangible 
assets  did  not  exceed  its  bond  issue.  The  property  of  the  Lake 
Superior  Consolidated  Iron  Mines  was  taken  as  equal  to  the  par  value 
of  its  stock. 

This  gives  the  valuations  at  the  dates  of  organization.  Adding  now 
ihe  siu-plus  earnings  of  these  concerns  up  to  April,  1901,  plus  the  new 
cash  provided  for  the  Corporation,  and  sundry  miscellaneous  obUgar 
tions  representing  property,  gives  the  total  stated  above,  $676,000,000. 

Valuation  by  market  prices  of  the  securities  of  constituent  com- 
panies (second  method)  gives  about  $793,000,000,  or  $117,000,000 
more  than  the  preceding  valuation.  Such  excess  is  natural,  as  this 
method  necessarily  covers  all  property,  including  intangible  merger 
values  in  these  consolidations  prior  to  the  Steel  Corporation. 

The  valuation  by  departments  (third  method),  the  most  detailed 
and  conclusive,  was  as  follows: 

MftniifiMituimg  properties,  including  blast  furnaces $250, 000, 000 

Transportation  properties 91,600,000 

Goal  and  coke  properties 80,000,000 

Natural  gas  and  limestone  properties 24,000,000 

Current  assets 136,500,000 

Ore  properties 100,000,000 

Total 682,000,000 

In  July,  1902,  in  defending  its  capitalization,  the  Corporation  itself 
made  an  estimate  similarly  classified.  If  we  omit  iron-ore  properties 
in  each  case,  that  estimate  exceeded  the  third  valuation  by  the  Bureau 
by  about  $175,000,000,  or  30  per  cent.  But  in  ore  the  Bureau's 
valuation  was  $100,000,000,  while  the  Corporation's  was  $700,000,000, 
seven  times  as  great,  a  difference  of  $600,000,000.  Thus  the  ore 
reserves,  the  dominant  factor  in  the  steel  industry,  are,  in  this 
valuation  of  its  assets  by  the  Steel  Corporation,  made  to  stand  for 
the  excess  of  capitalization  over  value  of  tangible  assets. 

And  it  is  true,  as  is  thus  tacitly  assumed  by  the  Corporation  itself, 
that  in  these  ore  holdings,  under  the  present  status  of  ownership  and 
control,  there  exists  an  earning  power  and  a  control  of  the  in^istry 
on  which  rest  largely  those  ultimate  intangible  merger  values  which 
must  be  invoked  in  any  attempt  to  justify  its  great  capitalization. 

The  determination  of  the  ordinary  market  value  of  this  ore  in  1901 
segregates  such  ordinary  value  from  the  pecuUar  merger  and  combi- 
nation values  evidently  attributed  to  it  by  its  owner.    The  Bureau's 
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valuation  of  $100,000,000  for  the  ore  was  reached  by  a  study  of  mar- 
ket prices  for  similar  properties  about  1901;  from  the  price  paid  by 
the  Corporation  for  a  large  part  of  its  own  holdings;  and  from  a  calcu- 
lation of  the  '' present  worth"  of  the  royalties  paid  on  leased  ore. 
There  was  a  marked  agreement  in  the  results  by  these  various  meth- 
ods, and  it  is  certain  that  $100,000,000  is  a  liberal  figure. 

To  sum  up:  The  actual  market  value  of  the  Steel  Corporation's 
entire  tangible  properties  at  its  formation,  omitting  all  factors  of 
merger,  integration,  and  concentration,  was  not  over  $700,000,000, 
just  about  one-half  its  capitalization. 

The  Bureau  does  not  assume  to  say  Ihat  the  capitalization  should 
have  been  on&-half  what  it  was,  or  indorse  at  this  time  any  particular 
theory  of  capitalization.  It  has  simply  separated  the  market  value 
of  physical  .property  in  this  vast  concern  from  value  based  on  earning 
power  derived  from  intangible  factors.  It  has  defined  these  intangible 
factors  and  pointed  out  their  peculiar  relationship  to  price  policy  and 
the  public  interest,  to  wit,  merger  value,  integration  value,  monopo- 
listic value,  and  above  all  the  incalculable  industrial  power  that  rests 
on  the  control  of  the  bulk  of  the  available  iron  ore  of  the  country. 

1901-1910. 

Inorbases  m  fbopebtt. — Since  its  formation,  the  Corporation, 
from  surplus  earnings  (allowing  for  depreciation  and  changes  in 
securities),  has  made  good  much  of  the  original  excess  of  its  capitalizar 
tion  over  tangible  property.  That  excess  in  1901  was  about  700 
million  dollars,  or  100  per  cent,  and  in  1910  only  about  280  million 
dollars,  or  24  per  cent.  The  total  tangible  value  in  1910  was  1,187 
million  dollars.  As  in  1901,  there  is  omitted  here  all  the  merger  values 
heretofore  referred  to,  and  all  appreciation  of  natural  resources  above 
the  actual  cost  thereof  to  the  Corporation. 

Proftts. — The  rate  of  profit  has  been  calculated,  not  on  the  Corpora 
tion's  capital  stock,  but  on  the  total  investment  as  computed  by  the 
Biureau.  Operating,  administrative,  and  general  expenses,  as  well  as 
taxes,  have  been  deducted  from  earnings;  abo  true  depreciation,  a 
matter  of  some  intricacy.  The  Corporation's  allowance  for  depre- 
ciation, including  mineral  exhaustion  and  obsolescence,  has  exceeded 
a  necessary  allowance.  The  Bureau  has  carefully  determined  from  the 
records  of  the  Corporation  the  proper  depreciation,  and  has  restored 
the  excess  to  profits. 

Thus  arrived  at,  the  average  rate  of  profit  on  actual  investment  from 
April  1,  1901,  to  December  31, 1910,  was  12  per  cent.  It  was  highest 
in  1902,  15.9  per  cent,  and  lowest  in  1904,  7.6  per  cent.  The  yearly 
rates  do  not  indicate  any  pronounced  tendency,  but  have  on  the  whole 
shghtly  decreased. 
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It  must  be  remembered,  however,  that  12  per  cent  profit  for  one 
small  concern  out  of  many  is  one  thing.  Other  concerns  may  make 
much  less.  It  is  a  very  different  thing  when,  as  in  this  case,  one-half 
of  the  whole  industry  has  been  maintarned  on  the  level  of  a  12  per  cent 
profit. 

It  must  be  made  entirely  clear  that  this  12  per  cent  is  the  rate  of 
profit  on  the  whole  investment.  Were  that  part  of  the  investment 
deducted  which  may  be  said  to  be  borrowed  money,  chargeable  only 
with  a  low  fixed  rate  of  return,  the  rate  on  the  remainder,  on  that 
part  which  may  be  considered  as  put  in  by  the  stockholdersj  would 
be  considerably  higher. 

PosrnoN  IN  THE  INDUSTBT. — ^While  in  production  the  Steel  Cor- 
poration from  the  beginning  has  overshadowed  its  principal  rivals, 
and  even  exceeded  all  of  its  competitors  combmed,  its  proportion  of 
the  total  has  materially  diminished  in  the  ten  years  of  its  operation. 

In  pig  iron  production,  the  Corporation  has  just  about  maintained 
its  original  position;  in  1901,  43.2  per  cent;  in  1910,  43.4  per  cent. 
But  in  steel,  both  crude  and  finished,  it  has  lost  ground;  in  1901, 
66  per  cent  of  the  steel  ingots  and  castings;  in  1910,  only  54  per  cent, 
notwithstanding  great  additions  to  its  capacity.  Boiled  steel  prod- 
ucts generally  show  an  almost  steady  loss,  especially  structural 
shapes  and  tin  plate.    Even  in  rails  there  has  been  no  gain. 

In  short,  speaking  broadly,  as  against  60  per  cent  of  all  crude  and 
finished  steel  production  in  1901,  the  Corporation  now  has  not  much 
over  50  per  cent,  indicating  conclusively  the  continuous  presence  of 
strong  and  increasing  independent  production.  The  competition  of 
these  independents  with  the  Steel  Corporation  so  far  as  prices  are 
concerned  has  been  modified  by  the  policy  of  "  cooperation."  This 
will  be  discussed  in  a  later  part  of  the  report. 

In  efficiency,  location  of  plant,  and  equipment — ^in  capacity  rather 
than  actual  production — ^the  Corporation  is  materially  stronger  than 
the  foregoing  figures  indicate,  and  in  case  of  continued  trade  depres- 
sion this  strength  would  probably  show  itself  in  increased  control. 
In  ownership  of  railroads  for  handling  its  materials  it  stands  in  a 
class  by  itself.  It  has  a  strong  but  not  exceptional  position  in  water 
transportation.  Its  control  of  the  best  quaUties  of  coking  coal  is 
very  strong,  though  modified  of  late  by  new  processes  which  make 
other  coal  more  or  less  available  for  coking  purposes. 

Its  position  in  ore  reserves,  on  the  other  hand,  is  much  stronger  than 
in  any  other  factor  in  the  business.  It  is  almost  impossible,  and  would 
be  imwise,  to  attempt  any  quantitative  statement  of  its  proportion 
of  the  total  ore  of  the  coimtry;  but  of  the  Lake  ores,  on  which  the 
present  steel  industry  is  based,  it  has  about  75  per  cent,  and  this 
advantage  is  materially  enhanced  by  its  extensive  control  of  the  rail 
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transportation  of  the  ore  from  the  mines  to  the  Lakes.  The  so-called 
Hill  lease  made  by  the  Corporation  in  1907|  with  an  unprecedentedhy 
high  rate  of  royalty  and  other  onerous  conditions^  is  a  striking 
instance  of  the  policy  of  the  Corporation  to  maintain  a  high  degree  of 
control  of  ore.    This  lease  covered  enormous  ore  holdings. 

There  is  much  significance,  also,  in  the  prevailing  custom  of  leasing 
ore  mines  under  royalty  instead  of  purchasing  outright.  Tina  qrs- 
tem  as  applied  in  the  Lake  ore  region,  without  any  effective  restric- 
tions as  to  size  of  holdings,  plainly  facilitates  concentration  of  ore 
property,  as  it  greatly  reduces  the  investment  required  to  control 
large  bodies  of  ore.  It  has  unquestionably  had  a  large  influence  in 
producing  the  high  concentration  of  control  now  existing  in  Lake 
ores,  as  well  as  elsewhere. 

Thus,  the  industry  itself  rests  physically  on  the  ore;  the  Corpora- 
tion based  one-half  its  capitalization  on  the  ore;  its  profits  on  ore, 
as  will  later  be  shown,  are  large;  and  in  the  ore  is  its  highest  degree 
of  concentration  and  control.  The  ore,  therefore,  is  of  primary  sig- 
nificance in  the  Corporation's  dominance,  and  in  that  resource  chie^ 
are  involved  the  industry's  problems  of  ultimate  public  interest. 
Very  respectfully, 

Hebbbbt  Knox  Shtth, 

Commissioner  of  OorporoHanB. 

The  PBEsroBNT, 


REPORT  OF  THE  COMMISSIONER  OF  CORPORATIONS 

ON  THE  STEEL  INDUSTRY. 


Put  I.— OBOASIZAHOV,  nrVESTMEVT,  PB0FIT8,  AND  POSIHOV 
OF  THE  UNITED  STATES  STEEL  COBPOSATIOV. 


SUMMARY. 


The  principal  features  of  this  part  of  the  Bureau's  report  upon  the 
steel  industry  are: 

1.  The  marked  development  of  consolidation^  culminating  in  the 
organization  of  the  United  States  Steel  Corporation. 

2.  Capitalization  by  the  United  States  Steel  Corporation  far  in 
eixcess  of  property  values.  The  Bureau's  valuation  of  the  tangible 
assets  in  1901  is  $682,000,000,  as  against  $1,400,000,000  of  issued 
securities. 

3.  An  analysis  of  the  cost  of  the  subsequent  additions  to  the  prop- 
erty of  the  Corporation,  showing  a  total  investment  in  tangible 
property  on  December  31,  1910,  of  $1,187,000,000,  as  against 
$1,468,000,000  outstanding  securities. 

4.  An  average  rate  of  profit  from  1901  to  1910  on  the  Corporation's 
actual  investment,  as  computed  by  the  Bureau,  of  12  per  cent. 

5.  An  almost  continuous  decrease  in  the  Corporation's  proportion 
of  the  output  of  principal  steel  products,  but  a  marked  increase  in  its 
ownership  or  control  of  iron-ore  deposits. 

DBVBLOPMENT  OF  CONSOLIDATION'. 
PERIOD  FBIOB  TO   1898  MASKED  BT  ACITVE  OOMPETrnOir. 

Prior  to  1898  the  iron  and  steel  business  of  the  United  States  was 
distributed  among  a  very  large  number  of  interests.  There  was 
active  and  general  competition.  It  is  true  that  in  the  production  of 
crude  steel  (ingots),  semifinished  steel  (billets,  slabs,  sheet  bars,  etc.), 
and  heavy  finished  steel  products,  such  as  rails,  plates,  and  structural 
material,  substantial  prominence  had  been  attained  by  a  few  com- 
panies. Furthermore,  there  were  occasional  instances  of  consolidar 
tion,  notably  the  organization  of  the  lUinois  Steel  Company  in  1889 
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as  a  merger  of  several  important  steel  concerns  in  Chicago  and  vicinity. 
The  Camegie  Steel  Company  (Ltd.)i  moreover,  while  not  generally 
considered  a  consolidation,  had  in  its  expansion  taken  on  many 
features  of  a  consolidation.  Despite  price  agreements  of  more  or 
less  significance  and  duration  these  large  steel-making  companies 
were,  as  a  rule,  in  active  competition.  With  respect  to  such  finished 
products  as  merchant  bars,  tubes,  sheets,  tin  plate,  wire,  and  wire 
nails,  the  number  of  manufacturers  was  lai^e  and  rivalry  between 
them  was  keen.  In  short,  the  distinguishing  characteristic  of  the 
industry  at  this  period  was  competition. 

Another  feature  of  the  industry  at  this  period  was  that  most  of 
the  concerns  making  the  lighter  finished  products  just  mentioned 
did  not  produce  their  own  steel,  but  purchased  it  from  the  larger 
steel-making  concerns.  Again,  even  some  of  the  largest  of  these 
steel-making  concerns  did  not  produce  all  of  their  pig  iron,  but 
bought  extensively  from  "merchant"  furnaces,  and  many  of  them 
were  dependent  upon  the  open  market  for  their  supplies  of  raw  mate- 
rials—ore and  coal.  On  the  other  hand,  the  larger  steel  concerns, 
as  a  rule,  did  not  engage  extensively  in  the  manufacture  of  finished 
lines,  except  for  heavy  and  comparatively  simple  products,  like 
rails,  structural  material,  and  plates,  but  instead  sold  a  large  part 
of  their  output  of  crude  and  semifinished  steel  to  others  for  such 
elaboration.  In  other  words,  integration  of  the  industiy  had  not 
been  carried  very  far  at  this  early  date. 

RAPID  FBOGBESS  OF  CONSOLIDATION  AFTBR   1898. 

The  late  nineties,  however,  witnessed  a  revolution  in  the  business. 
One  after  another,  great  consolidations  were  formed  in  the  principal 
branches  of  the  industry.  The  result  was  that  the  beginning  of 
1900  found  a  very  substantial  proportion  of  the  manufacture  of 
crude  and  semifinished  steel  and  of  such  finished  products  as  rails, 
structural  steel,  plates,  merchant  bars,  wire  rods  and  wire  products, 
sheets,  tin  plate,  and  tubes  imder  the  control  of  less  than  a  dozen 
important  consolidations. 

One  of  the  earliest  of  these  mergers  was  ihe  Federal  Steel  Company, 
incorporated  in  September,  1898.  This  was  a  consolidation  of  the 
Illinois  Steel  Company  in  the  Chicago  district;  the  Lorain  Steel  Com- 
pany farther  east;  the  Minnesota  Iron  Company,  one  of  the  largest  ore 
concerns  in  the  Lake  Superior  region  (whicli  also  owned  an  important 
ore  railroad  and  a  fleet  of  ore  vessels);  and  the  Elgin,  Joliet  and 
Eastern  Railway.  Integration  of  the  successive  stages  of  production 
was  the  chief  object  of  this  consolidation.  The  issued  capital  stock  of 
the  new  company  was  almost  S100,000,000;  and  it  secured,  roughly, 
15  per  cent  of  the  steel-ingot  production  of  the  countiy. 
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The  National  Sted  Companj,  formed  early  in  1899,  with  $59,000,000 
issued  capital  stock,  acquired  the  principal  crude-steel  manufacturing 
companies  west  of  the  Alleghenies  (chiefly  in  Ohio)  other  than  those 
owned  by  the  Federal  Steel  Company  and  by  the  Carnegie  Steel  Com- 
pany (Ltd.).  Its  ingot  capacilgr  was  approximately  12  per  cent  of  the 
countiy's  total. 

The  Carnegie  interests  a  little  later  underwent  an  important  reor- 
ganization, which  resulted  in  the  incorporation  in  March,  1900,  of  the 
Carnegie  Company  of  New  Jersey,  with  a  capitalization  of  $320,000,000 
(half  of  which  was  in  bonds)  to  take  over  tixe  old  Carnegie  Steel  Com- 
pany (LtdOy  snd  also  the  H.  C.  Frick  Coke  Company.  Inasmuch  as 
these  interests  had  long  been  affiliated,  this  reorganization  was  not  a 
consolidation  of  formerly  competing  concerns  in  the  same  sense  as 
some  of  the  others  here  noted.  At  the  time  of  the  formation  of  the 
New  Jersey  concern  the  Carnegie  interests  controlled  fully  18  per  cent 
of  the  ingot  production  of  the  country. 

These  three  concerns,  the  Carnegie,  the  Federal,  and  the  National 
steel  companies,  were  engaged  chiefly  in  the  manufacture  of  crude 
and  semifinished  steel  for  the  trade,  or  of  the  heavier  finished  steel 
products,  such  as  steel  rails,  beams,  plates,  and  bam. 

There  was  also  a  second  group  of  consolidations,  chiefly  engaged  in 
the  manufacture  of  products  which,  while  comparatively  simple,  in- 
volved somewhat  more  advanced  processes  of  manufacture.  One  of 
these,  the  American  Tin  Plate  Company,  was  organized  in  December, 
1898,  with  $46,000,000  issued  capital  stock.  It  acquired  practically 
every  tin-plate  concern  in  the  country,  giving  it  an  almost  complete 
monopoly  of  that  branch  of  the  industry.  The  American  Steel  and 
Wire  Company,  organized  a  month  later,  with  $90,000,000  capital 
stock,  secured  aU  the  leading  concerns  engaged  in  the  production  of 
wire,  wire  nails,  and  other  wire  products.  The  National  Tube  Com- 
pany, formed  in  June,  1899,  with  $80,000,000  capital  stock,  acquired 
concerns  controlling  the  bulk  of  the  production  of  iron  and  steel 
wrought  tubing.  A  somewhat  smaller  consolidation  of  1899  was  the 
American  Steel  Hoop  Company,  capitalized  at  $33,000,000,  a  merger 
of  the  principal  concerns  making  hoop  steel,  especiaUy  cotton  ties. 

Early  in  1900  the  American  Sheet  Steel  Company  was  organized, 
with  $49,000,000  issued  capital  stock,  to  take  over  the  principal 
manufacturers  of  steel  sheets.  The  American  Bridge  Company, 
formed  in  April,  1900,  with  $61,000,000  issued  capital  stock,  con- 
trolled the  great  bulk  of  the  heavy  bridge  construction  business  of 
the  country,  aside  from  other  structural  work.  The  Shelby  Steel 
Tube  Company,  a  less  important  concern  incorporated  in  February, 
1900,  with  $13,150,000  issued  stock,  may  also  be  mentioned.  It 
had  substantial  control  of  the  seamless  tubing  industry. 
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All  of  these  companies  were  later  merged  into  the  United  States 
Steel  Corporation. 

Certain  other  important  consolidations  should  be  also  mentioned, 
which  did  not  enter  that  combination.  One  of  these  was  the  Repubfic 
Iron  and  Steel  Company,  oi^anized  in  1899,  with  $47,500,000  issued 
stock,  a  consolidation  of  the  principal  manufacturers  of  rolled  iron 
products  in  the  Middle  West;  it  also  had  some  southern  plants.  In 
the  South  there  was  the  Sloss-Sheffield  Steel  and  Iron  Company, 
with  $14,200,000  issued  capital  stock,  a  consolidation  of  Tarious 
furnace  interests  in  Alabama.    This  company  did  not  make  steel. 

Concurrently  with  the  formation  of  these  consolidations  there 
occurred  an  expansion  of  several  older  concerns.  Thus  the  Fennsyl- 
Tania  Steel  Company,  which  had  an  important  plant  in  eastern 
Pennsylvania  and  another  near  Baltimore,  in  1901  increased  its 
issued  capital  stock  from  S6,500,000  to  S27,250,000  and  materially 
extended  its  manufacturing  operations .  The  Cambria  Steel  Company 
was  organized  in  1898  to  lease  the  old  Cambria  Iron  Company  with  a 
plant  at  Johnstown,  Pa.  It  had  an  issued  capital  stock  of  $16,000,000, 
this  being  later  increased  to  $45,000,000.  The  Labkawanna  Iron  and 
Steel  Company,  capitalized  at  $3,750,000,  determined  at  the  close  of 
1899  to  abandon  its  old  plant  at  Scranton,  Pa.,  and  was  succeeded 
in  1902  by  the  Lackawanna  Steel  Company,  of  New  York,  with 
$40,000,000  authorized  capital  stock  (since  increased).  This  com- 
pany erected  a  new  and  much  larger  plant  on  Lake  Erie,  near  Buffalo. 
The  Jones  &  Laughlin  interests,  whose  plants  were  in  the  Pittsbui^ 
district,  reincorporated  in  1902  as  the  Jones  &  Laughlin  Steel  C(mi- 
pany,  with  $20,000,000  capital  stock  (since  increased  to  $30,000,000 
aside  from  a  large  issue  of  bonds). 

Aside  from  these  reoi^anizations  of  leading  iron  and  steel  concerns, 
mention  may  be  made  of  a  steady  expansion  in  operations  by  such 
old  establishments  as  the  Colorado  Fuel  and  Iron  Company  in  the 
West  and  the  Tennessee  Coal,  Iron  and  Railroad  Company  in  the 
South.  These  concerns  were,  moreover,  virtually  reorganized  at  a 
somewhat  later  date. 

All  of  these  concerns,  except  the  Tennessee  company  (acquired  in 
1907),  have  remained  outside  the  Steel  Corporation. 

GENEBAL  CAUSES  OF  CONSOLIDATION. 

The  transformation  in  the  steel  industry,  thus  far  described,  was 
simply  one  phase  of  a  general  movement  toward  industrial  consolida- 
tion at  the  time.  This  movement  was  characterized  in  varying  degree 
by  three  especially  important  features,  as  follows: 

(1)  The  restriction  of  competition  through  combination. 

(2)  Integration;  that  is,  the  linking  up  of  productive  processes 
through  acquisition  under  one  control  of  raw  materials  and  manu- 
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factuiing  plants  (and  in  some  cases  transportation  facilities)  and 
through  extensions  and  coordination  of  manufacturing  processes. 

(3)  The  creation  of  a  great  amount  of  inflated  securities. 

The  influence  of  all  these  factors  should  be  kept  clearly  in  mind. 
The  first,  namely,  the  restriction  or  elimination  of  competitioUi  was 
the  most  important.  Undoubtedly  it  was  the  principal  cause  of  most 
consolidations  in  the.  steel  industry.  Profits  had  been  sharply 
reduced  by  the  severe  competition  which  accompanied  the  depression 
of  the  middle  nineties,  and  steel  manufacturers  were  attracted  to 
consolidation  as  a  means  of  increasing  their  returns.  Indeed,  the 
organizers  of  some  of  these  consolidations  have  admitted  that  the 
desire  to  control  or  eliminate  competition  was  the  chief  reason  for 
combination. 

However,  a  desire  to  secure  greater  economies  and  advantages 
through  integration  undoubtedly  played  an  important  part  in  the 
movement.  This  was  especially  true  of  the  steel  business,  where  such 
integration  has  been  introduced  to  an  exceptional  degree,  extending 
from  ownership  and  production  of  the  primary  raw  materials  to  the 
manufacture  of  the  finished  product.  A  conspicuous  feature  of  this 
was  the  acquisition  by  large  iron  and  steel  manufacturers  of  extensive 
reserves  of  raw  materials — ore  and  coal.  One  of  the  chief  advantages 
to  be  gained  was  the  saving  of  the  payment  of  profits  to  others  on 
such  materials.  In  the  case  of  ore  in  particular  this  was  an  impor- 
tant consideration  because  of  the  rather  effective  control  of  ore  prices 
from  time  to  time  by  ore  pools.  Whereas  in  the  beginning  of  the 
nineties  most  manufacturers,  as  already  stated,  were  largely  dependent 
upon  the  open  market  for  their  requirements  of  ore,  by  the  close  of  the 
decade,  as  a  result  of  this  change,  the  control  of  large  ore  reserves  had 
come  to  be  regarded  as  essential  to  successful  continuance  in  the 
industry.  The  great  bulk  of  the  iron-ore  deposits  of  the  Lake  Supe- 
rior region  had  by  1900  passed  under  the  control  of  less  than  a  dozen 
interests,  chiefly  steel-making  concerns.  The  most  desirable  coking- 
coal  fields  of  the  East  had  been  secured,  largely  by  the  same  steel- 
making  interests,  with  almost  equal  rapidity. 

Along  with  this  acquisition  of  supplies  of  raw  materials  went  a 
marked  integration  of  manufacturing  processes. 

Such  integration  and  coordination  of  the  industry,  aside  from 
eliminating  the  payment  of  profits  to  others,  made  possible  the  intro- 
duction of  many  economies  in  the  manufacture  of  steel  products, 
particularly  in  the  saviog  of  fuel  and  labor.  In  considering  the  gen- 
eral causes  which  led  to  consolidation  in  the  steel  business,  therefore, 
this  element  of  integration  should  be  given  due  weight. 

Bestriction  of  competition  and  integration  of  industry  were,  how- 
ever, by  no  means  wholly  responsible  for  the  rapid  progress  of  con- 
solidation*   The  creation  of  new  securities  for  die  sake  of  a  stock- 


6  THE  STEEIi  nroXTSTBY. 

market  profit  was  a  very  important  consideration.  The  public 
demand  for  such  securities  was  imusually  active  at  this  time. 
Indeed,  the  proportions  of  this  movement  were  largely  determined 
by  the  opportunity  to  market  the  securities  thus  created.  So  long 
as  the  demand  for  such  issues  was  maintained  the  supply  was 
steadily  increased. 

The  importance  of  this  stock-market  factor  in  the  consolidation 
movement,  whether  in  the  iron  and  steel  industry  or  in  other  indus- 
tries, is  too  often  overlooked.  Consolidation,  while  in  large  meas- 
ure an  outgrowth  of  technical  and  industrial  conditions,  was  by  no 
means  exclusively  so.  Instead,  there  was  frequently  a  marked 
reluctance  on  the  part  of  owners  to  dispose  of  the  businesses  which 
they  had  built  up,  and  in  many  cases  the  controlling  inducement  to 
sell  out  was  the  enormous  price  obtainable  in  the  securities  of  these 
great  consolidations. 

The  consolidation  of  wire  interests  is  a  conspicuous  illustration  of 
the  great  inflation  of  capitalization  thus  brought  about.  In  the 
organization  of  the  American  Steel  and  Wire  Company  of  lUinois, 
in  March,  1898,  each  $100  of  the  stock  of  the  Consolidated  Steel  and 
Wire  Company,  one  of  the  constituent  concerns  (and  itself  a  con- 
solidation of  seven  plants)  received  $175  of  preferred  stock  and  $175 
in  common  stock  of  the  new  company,  or  $350  of  new  securities  for 
every  $100  of  old.  Undoubtedly  the  stock  of  the  Consolidated  Steel 
and  Wire  Company  was  worth  considerably  more  than  par  from  the 
standpoint  of  earnings.  A  few  months  later  each  $100  of  the  pre- 
ferred stock  of  the  American  Steel  and  Wire  Company  of  Illinois 
received  $100  in  preferred  stock  and  $60  in  common  stock  of  the 
American  Steel  and  Wire  Company  of  New  Jersey,  while  each  $100 
of  the  Illinois  company's  common  stock  received  $120  in  common 
stock  of  the  new  concern.  Thus  each  $100  stock  of  the  old  Consoli- 
dated company  became  $490  in  the  stock  of  the  New  Jersey  concern. 
(Still  later,  in  the  merger  of  the  American  Steel  and  Wire  Company 
of  New  Jersey  into  the  United  States  Steel  Corporation,  there  was 
some  further  increase.) 

A  noteworthy  feature  of  this  general  inflation  of  securities  was  the 
heavy  stock  commissions  received  by  the  promoters  of  these  con- 
solidations as  their  compensation.  In  the  case  of  the  American  Tin 
Plate  Company  $10,000,000  of  common  stock  admittedly  went  to 
the  organizers,  and  in  the  case  of  the  National  Steel  Company  and 
also  of  the  American  Steel  Hoop  Company  at  least  $5,000,000.  In 
the  organization  of  the  American  Steel  and  Wire  Company  $11,600,000 
of  the  common  stock  went  to  the  promoters  and  underwriters.  In 
the  organization  of  the  National  Tube  Company  $20,000,000  of  com- 
mon stock  appears  to  have  been  issued  as  a  commission  to  the  pro- 
moters or  biuikers,  and  in  the  case  of  the  American  Bridge  Company 
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at  least  $7,260,000  of  common  stock,  and  possibly  twice  that  amount. 
The  underwriting  syndicate  of  the  Federal  Steel  Company  received 
approximately  $5,680,000  preferred  stock  and  $8,400,000  of  common 
stock  in  return  for  approximately  $4,800,000  cash  and  their  services 
in  organizing  that  concern.  There  were  similar  lai^  payments  in 
the  case  of  some  others  of  these  steel  consolidations.  In  the  case  of 
the  Carnegie  Company  apparently  no  commission  was  paid,  the  reor- 
ganization of  this  concern  being  handled  by  the  former  ownera  with- 
out the  assistance  of  outsiders. 

Out  of  the  proceeds  of  such  stock  commissions  frequently  some 
oi^anization  expenses  had  to  be  met,  but  in  the  main  these  commis- 
sions were  intended  as  compensation  to  the  promoters  of  these  con- 
solidations. It  should  be  noted  that  the  size  of  these  commissions 
frequently  was  fixed  by  the  promoters  themselves,  since  they  deter- 
mined the  capitalization  of  the  consolidated  company. 

CAUSES    OF    THE    FOBMATION   OF    THE    UNFTED    STATES    STEEL 

GOBFOBATION. 

The  fundamental  causes  for  the  formation  of  the  United  States  Steel 
Corporation  were  substantially  the  same  as  those  which  gave  rise  to 
the  earlier  consolidations  already  described,  namely,  restriction  or 
prevention  of  competition;  integration;  stock  inflation.  The  same 
causes,  though  in  varying  degree,  were  here  present,  and  the  same 
processes  were  here  repeated,  though  in  a  more  comprehensive  manner 
and  on  a  vaster  scale. 

A  striking  and  surprising  result  of  the  consolidation  movement  in 
the  late  nineties,  just  described,  was  that  while  several  of  the  great 
steel  consolidations  aimed  to  and  did  secure  a  substantial  degree  of 
monopoly  of  their  particiilar  branches  of  the  business,  nevertheless 
competition  was  not  thereby  destroyed.  Instead,  it  soon  developed 
that  the  formation  of  these  great  consolidations  was  likely  to  bring 
on  an  era  of  competition  more  severe  than  any  the  industry  had  yet 
seen.  The  reason  for  this  is  plain.  At  the  bottom,  such  ^^particular 
branches"  were  not  essentially  separate.  In  the  commercial  and 
technical  development  of  the  business  they  tended  naturally  to 
overlap.  In  other  words,  this  unforeseen  outcome  of  consolidation 
was  largely  due  to  the  tendency  of  these  great  concerns  to  secure 
greater  integration,  to  make  themselves  virtually  independent  in  all 
stages  of  production  from  the  ore  up. 

The  conditions  were  quite  remarkable.  Competition  was  threat- 
ening to  break  out  in  much  more  violent  form  in  the  steel  industry. 
On  the  other  hand,  the  upward  swing  of  business  in  the  United  States 
had  not  exhausted  its  vigor,  and  the  readiness  of  the  business  world 
to  support  vast  commercial  and  financial  undertakings  was  unabated. 
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Thus  the  industrial  situation  presented  an  extraoidinaiy  motive  to 
form  a  great  merger,  as  well  as  to  avert  imminent  competition. 

The  active  integration  movement,  furthermore,  presented  another 
very  serious  consideration.  The  extensions  made  by  the  crude-flteel 
makers  into  the  territory  of  those  manufacturing  more  finished  prod- 
ucts, and  vice  versa,  meant  not  only  increased  competition^  but  also 
a  sudden  and  great  increase  in  the  productive  capacity  for  crude 
steel  and  steel  products,  an  increase  that  might  place  production,  for 
some  time  at  least,  far  beyond  the  countiy's  power  of  consumption. 
The  leading  men  connected  with  the  steel  industry  feared  such  over- 
investment in  plant,  which  might,  they  felt,  seriously  disturb  general 
industrial  and  financial  conditions.  Again,  they  feared  the  breaking 
down  of  the  extremely  profitable  quasi  monopolies  already  established. 

Industbial  srruATiON. — ^As  these  conditions  were  the  most  crit- 
ical factors  in  the  position  of  the  steel  industiy  at  the  close  of  1900 
and  the  beginning  of  1901,  it  is  necessary  to  recite  them  in  some 
detail. 

Taking  first  what  may  be  called  the  "primary"  group  of  consoli- 
dations, namely,  those  producing  crude  and  semifinished  steel:  The 
Carnegie  Company  was  the  most  important  of  these.  It  depended  for 
marketing  its  semifinished  steel  products  on  other  manufacturers 
for  whom  these  products  were  raw  materials.  As  to  its  own  raw 
materials  it  was  quite  independent,  with  vast  holdings  of  iron  ore 
and  coking  coal,  as  well  as  extensive  transportation  properties. 

The  Federal  Steel  Company  was  in  much  the  same  general  posi- 
tion as  the  Carnegie,  and  integrated  to  a  similar  degree,  though 
without  quite  as  strong  an  oiganization  or  financial  condition. 

The  National  Steel  Company  (a  ^' Moore"  concern)  was,  like  the 
other  two,  partly  dependent  on  other  manufacturers  for  a  market  for 
its  products,  but  this  company  had  a  peculiar  advantage  through 
its  intimate  relations  with  iixe  rest  of  the  so-called  ''Moore"  concerns, 
the  Sheet,  Tiu  Plate,  and  Hoop  consoUdations.  It  was  also  inte- 
grated to  a  degree  comparable  with  that  of  the  other  two. 

A  very  important  concern  closely  related  to  this  primary  group  of 
steel-making  companies  was  the  Lake  Superior  Consolidated  Iron 
Mines,  with  great  holdings  of  ore  in  the  Lake  region,  an  ore  railroad 
to  the  upper  Lake  ports,  and  an  affiliated  fleet  of  ore  vessels.  It  was 
not  a  manufacturing  concern. 

The  "secondary"  group  consisted  of  those  concerns  making  the 
more  finished  products. 

Of  these,  the  American  Steel  and  Wire  Company  at  its  organization 
had  a  substantially  monopolistic  control  of  wire  products.  It  was  not, 
however,  strong  in  its  raw  materials,  namely,  steel  billets,  although 
subsequent  to  its  oiganization  it  did  acquire  iron  ore^  coal  propertji 
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and  a  vessel  fleet;  but  it  was  by  no  means  completely  integrated  in 
1900. 

The  National  Tube  Company  at  its  formation  controlled  the  greater 
part  of  the  country's  production  of  wrought  pipe  and  tubes.  Two 
of  its  chief  plants  were  fairly  well  integrated.  The  company,  bow- 
ever,  purchased  a  large  part  of  its  crude  steel. 

The  American  Bridge  Company  handled  a  lai^ge  part  of  the  counties 
business  of  heavy  bridge  construction,  but  dep^ided  almost  entirely 
on  other  concerns  for  its  raw  material,  structural  steel,  particularly 
on  the  Carnegie  Company. 

The  American  Sheet  Steel,  American  Tin  Plate,  and  American 
Steel  Hoop  companies  were  all  ''Moore''  concerns.  They  largely 
controlled  their  lines  of  production,  but  were  integrated  to  only  a 
small  extent.  All  three,  however,  being  affiliated,  as  stated  above, 
^th  the  National  Steel  Company  (the  crude-steel  concern  of  the 
''Moore"  companies),  were  thus  protected  to  a  certain  extent  as  to 
the  supply  of  their  raw  materials. 

This  general  situation  was  obviously  one  of  transition,  of  change, 
in  view  of  the  prevailing  movement  toward  complete  integration, 
and  the  resulting  invasion  of  these  great  concenis  into  each  other's 
business  field.  And  the  change  promptly  came.  In  particular,  the 
so-called  "secondary"  concerns  began  to  extend* their  business  back- 
ward to  the  production  of  pig  iron  and  crude  steel  and  the  mining 
of  raw  materials.  This  tended  to  lessen  the  market  and  injure  the 
primary  concerns,  particularly  the  Carnegie  Company,  and  to  a  less 
degree  the  Federal  Steel  Company.  i 

For  example,  the  American  Steel  and  Wire  Company,  the  constitu- 
ent concems  of  which  had  previously  bought  most  of  their  supply  of 
biUets  or  wire  rods  from  either  the  Federal  Steel  Company  or  the 
Carnegie  company,  planned  in  1900  to  make  its  own  pig  iron  and 
steel. 

The  National  Tube  Company,  which  had  bought  a  large  part  of  its 
raw  materials  from  the  Carnegie  concern,  proposed  to  erect  addi- 
tional blast  furnaces  and  steel  works. 

The  "Moore"  companies  (National  Steel,  Tin  Plate,  Sheet  Steel, 
and  Steel  Hoop)  were  rapidly  ni^^king  themselves  independent 
through  the  enlargement  of  the  crude  steel  capacity  of  the  National 
Steel  Company.  This  latter  concern,  moreover,  secured  extensive 
ore  and  coal  properties  and  a  fleet  of  Lake  ore  vessels.  The  con- 
stituent compaoies  of  these  Moore  concems  had  formerly  bought 
large  amounts  of  steel  from  the  Carnegie  and  other  "primary" 
companies. 

The  obvious  result  of  these  extensions  was  that  the  Carnegie  Com- 
pany^and  to  a  less  degree  the  Federal  Steel  Company  saw  the  danger 

17042— X«>.  0  -II     -S 


10  THE  STEEL  INDUSTRY. 

of  the  loss  of  a  part  of  their  market  for  semifinished  steel,  and  the 
probability  l^hat  their  former  best  customers  would  become  their  rivals. 
These  ''primary''  concerns,  therefore,  promptly  entered  upon  a  policy 
of  retaliation.  The  Federal  Steel  Company  prepared  to  take  up  the 
manufacture  of  several  finished  products,  particularly  structural  mate- 
rial, tubes,  and  universal  plates.  The  Carnegie  interests  also  con- 
sidered building  new  finishing  mills. 

Finally,  at  the  close  of  1900,  the  Carnegie  interests  announced  tiiat 
they  would  erect  an  immense  tube  plant  on  the  shores  of  Lake  Erie. 
Mr.  Carnegie  stated  that  this  move  was  largely  the  result  of  the  plans 
of  the  National  Tube  Company  to  provide  its  own  supplies  of  crude 
steel. 

As  already  shown,  the  economic  forces  at  work  in  the  industiy 
at  that  time,  particularly  the  general  tendency  toward  integration, 
clearly  foreshadowed  a  period  of  competition  and  duplication  of 
capacity.  Under  these  circumstances  this  aggressive  move  of  tiie 
Carnegie  interests  precipitated  a  crisis.  Conditions  in  the  steel 
industry  were  unsettled.  Both  the  daily  press  and  trade  joumab 
were  actively  discussing  the  coming  ''battle  of  the  giants." 

Interbsts  of  finanoiebs. — ^This  critical  trade  situation  was  in:- 
tensified  because  of  the  importance  which  the  securities  of  several  of 
these. steel  concerns  had  assumed  on  the  stock  market.  A  period  of 
violent  competition  in  the  steel  industry  would  inevitably  have 
been  followed  by  a  great  decline  in  the  value  of  these  securities.  This 
would  have  been  very  embarrassing  to  the  financial  groups  which 
were  behind  these  consolidations.  A  more  important  matter  was 
that  the  financial  backers  of  some  of  these  steel  concerns  had  exten- 
sive commitments  in  other  directions,  which  might  be  jeopardized 
by  such  an  acute  struggle  in  the  steel  industry.  From  the  stand- 
point of  these  financiers,  therefore,  the  situation  presented  at  once 
a  great  danger  and  a  great  opportunity. 

From  a  financial  point  of  view  there  were  four  important  groups, 
which  were  more  or  less  distinct,  namely,  "Morgan,"  "Moore,** 
"Carnegie,"  and  "Rockefeller." 

The  Morgan  group,  which  included  the  Federal  Steel,  National 
Tube,  and  American  Bridge  companies,  enjoyed  of  course  the  advan- 
tage of  a  strong  financial  support,  but  these  financial  inter^ts  were 
extensively  committed  in  other  lines  of  business,  especially^ in  rail- 
road financiering.  It  may  be  noted  that  there  were  reports  at  this 
time  that  the  Carnegie  interests  were  contemplating  the  construction 
of  a  railroad  from  Pittsburg  to  the  Atlantic  seaboard.  This  threat, 
if  made  good,  would  have  created  an  extremely  disturbing  factor  in 
the  tnmk-line  situation. 
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The  Moore  concerns,  already  described,  were  the  most  heavily  over- 
capitalized and  suffered  from  a  distinctly  speculative  bac^ng. 

The  Carnegie  interests  were  apparently  in  the  best  position  of  any 
of  these  groups  to  meet  a  price  war.  They  had  abundant  capital  and 
credit,  and  their  securities  did  not  figure  on  the  stock  market,  while 
their  organization  and  management  were  unequaled. 

The  Rockefeller  interests  were  entirely  concerned  with  the  pro- 
duction and  transportation  of  iron  ore.  Their  financial  resources 
were  of  course  abundant  for  any  emergency.  Their  stocks  did  not 
figure  to  any  considerable  degree  on  the  ex<dianges. 

The  American  Steel  and  Wire  Company  apparently  was  not  closely 
affiliated  with  any  of  the  foregoing  groups. 

It  is  evident,  therefore,  that,  both  from  the  point  of  view  of  the 
iron  and  steel  industry  and  that  of  the  stock  market,  there  was  a 
great  inducement  to  avert  the  threatened  outbreak  of  violent  com- 
petition between  these  rival  interests.  A  steel  war  might  have  meant 
the  sudden  end  of  the  extraordinary  period  of  speculative  activity 
and  profit.  On  the  other  hand,  an  averting  of  this  war,  and  the 
coalition  of  the  various  great  consolidations,  if  successfully  financed, 
would  be  a  tremendous  ''bull"  argtunent.  It  would  afford  its  pro- 
moters an  opportunity  for  enormous  stock-market  profits  through  the 
sale  of  its  securities.  The  advantages  to  these  interests  also,  through 
the  concentration  of  profits  in  different  stages  of  the  industry  under  a 
e(ingle  control,  were  considerable,  and  there  was  undoubtedly  some 
advantage  to  be  gained  through  the  further  integration  which  such 
a  consolidation  would  render  possible. 

It  was  clear  to  everyone  that  no  consolidation  of  this  sort  could  be 
made  successful  unless  it  included  the  Carnegie  Company,  which  was 
the  most  powerful  factor  in  the  situation,  which  had  long  been  noted 
for  its  aggressive  tactics,  and  which,  as  above  shown,  had  precipitated 
this  crisis.  Moreover,  there  can  be  little  doubt  that  many  interests 
in  the  steel  iudustry  regarded  Mr.  Carnegie's  personal  influence  as  a 
menace  to  themselves  and  their  businesses,  and  desired  to  secure  his 
retirement  from  the  trade.  The  primary  solution  of  the  situatioUi 
therefore,  from  the  standpoint  of  these  interests,  was  to  buy  out  Mr. 
Carnegie.  It  was  realized  that  this  would  be  an  extremely  expensive 
transaction,  which  would  require  the  cooperation  of  the  leading  inter- 
ests. The  purchase  of  that  concern  obviously  could  not  be  financed 
with  cash.  Arrangements  were,  however,  effected  with  Mr.  Carnegie 
for  taking  over  his  large  holdings  in  his  company  in  exchange  for 
bonds  of  the  new  consolidation. 

The  threatened  "steel  war"  was  thus  averted  after  only  a  few 
weeks  of  negotiation,  as  a  result  of  which  the  United  States  Steel 
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Ciorporation  was  formed,  and  acquired,  on  April  1,  1901,  or  shortly 
thereafter,  the  following  concerns: 

Acquired  subsequently  in  1901: 
American  Bridge  Company. 
Lake  Superior  Consolidated 
Iron  mnea. 


Acquired  April  1,  1901: 

Carnegie  Company  (of  New 


Bessemer    Steamship    Com- 
pany. 
Shelby  Steel  Tube  Company. 


Jersey). 

Federal  Steel  Company. 

American  Steel  and  Wire 
Company. 

National  Tube  Company. 

National  Steel  Company. 

American  Tin  Plate  Com- 
pany. 

American  Steel  Hoop  Com- 
pany. 

American  Sheet  Steel  Com- 
pany. 

Further  important  acquisitions  were  made  later,  as  noted  hereafter. 

By  this  merger  substantially  two-thirds  of  the  steel-ingot  produc- 
tion, and  a  proportion  of  the  principal  rolled-steel  products  of  the 
country,  varying  from  one-half  to  four-fifths,  or  more,  was  trans- 
ferred to  the  control  of  a  single  concern.  The  Steel  Corporation's 
share  of  the  total  pig-iron  production  was  only  about  43  per  cent. 
However,  of  the  output  of  steel-making  pig  iron  of  the  country,  the 
Corporation's  share  was  not  less  than  58  per  cent. 

The  position  taken  by  the  Steel  Corporation  is  that  this  great  a^re- 
gation  of  property  was  in  the  main  an  assembling  and  coordination  of 
different  branches  in  the  industry,  the  primary  object  of  which  was  to 
secure  greater  efficiency  and  integration,  and,  of  course,  saving  of  the 
payment  of  profits  to  others.  Their  contention  is  that  most  of  the  con- 
stituent concerns  of  the  Corporation  were  not  in  actual  competition 
with  one  another,  and  they  are  disposed  to  minimize  the  restriction  of 
competition  brought  about  as  a  result  of  this  great  merger. 

It  is  true  that  certain  of  the  constituent  consohdations,  as,  for 
instance,  the  American  Steel  and  Wire  Company  and  the  National 
Tube  Company,  were  not  competing  with  one  another  at  this  partic- 
nlar  period.  However,  there  was  active  competition  between  the 
three  principal  crude-steel  concerns — the  Carnegie  Company,  the 
Federal  Steel  Company,  and  the  National  Steel  Company — ^while 
these  concerns,  to  some  extent  at  least,  were  in  competition  with 
some  of  the  large  consohdations  making  the  lighter  finished  products. 
Moreover,  the  fact  should  not  be  lost  sight  of  that  nearly  all  of  the 
latter  class  of  consohdations  were  originally  created  with  the  inten- 
tion of  restricting  competition.  A  more  important  matter  is  that 
a  period  of  violent  competition  among  ah  of  these  concerns  wsls 
imminent  at  this  juncture,  and  that  the  United  States  Steel  Cor- 
poration was  organized  for  the  specific  purpose  of  preventing  the 
new  competition  thus  threatened  as  well  as  Aliminftfing  that  already 
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Carnegie  Company  (of  New 
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Federal  Steel  Company. 
American    Steel    and   Wire 
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American  Bridge  Company. 
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Iron  liunes. 

Bessemer  Steamship  Com- 
pany. 

Shelby  Steel  Tube  Company. 


Company. 

National  iSibe  Company. 

National  Steel  Company. 

American  Tin  Plate  Com- 
pany. 

American  Steel  Hoop  Com- 
pany. 

American  Sheet  Steel  Com- 
pany. 

Further  important  acquisitions  were  made  later,  as  noted  hereafter. 

By  this  merger  substantially  two-thirds  of  the  steel-ingot  produc- 
tion, and  a  proportion  of  the  principal  rolled-steel  products  of  the 
coimtiy,  varying  from  one-half  to  four-fifths,  or  more,  was  trans- 
ferred to  the  control  of  a  single  concern.  The  Steel  Corporation's 
share  of  the  total  pig-iron  production  was  only  about  43  per  cent. 
However,  of  the  output  of  steel-making  pig  iron  of  the  coxmtry,  the 
Corporation's  share  was  not  less  tlian  58  per  cent. 

The  position  taken  by  the  Steel  Corporation  is  that  this  great  aggre- 
gation of  property  was  in  the  main  an  assembling  and  coordination  of 
different  branches  in  the  industry,  the  primary  object  of  which  was  to 
secure  greater  efficiency  and  integration,  and,  of  course,  saving  of  the 
payment  of  profits  to  others.  Their  contention  is  that  most  of  the  con- 
stituent concerns  of  the  Corporation  were  not  in  actual  competition 
with  one  another,  and  they  are  disposed  to  minimize  the  restriction  of 
competition  brought  about  as  a  result  of  this  great  merger. 

It  is  true  that  certain  of  the  constituent  consoUdations,  as,  for 
instance,  the  American  Stoel  and  Wire  Company  and  the  National 
Tube  Company,  were  not  competing  with  one  another  at  this  partic- 
ular period.  However,  there  was  active  competition  between  the 
three  principal  crude-steel  concerns — the  Carnegie  Company,  the 
Federal  Steel  Company,  and  the  National  Steel  Company — ^while 
these  concerns,  to  some  extent  at  least,  were  in  competition  with 
some  of  the  large  consoUdations  making  the  Ughter  finished  products. 
Moreover,  the  fact  should  not  be  lost  sight  of  that  nearly  all  of  the 
latter  class  of  consolidations  were  originally  created  with  the  inten^ 
tion  of  restricting  competition.  A  more  important  matter  is  that 
a  period  of  violent  competition  among  all  of  these  concerns  wius 
imminent  at  this  juncture,  and  that  the  United  States  Steel  Cor- 
poration was  organized  for  the  specific  purpose  of  preventing  the 
new  competition  thus  threatened  as  well  as  eliminating  that  already 
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*  National  Mining  Company  (33 J  per  cent).' 

*  Chapin  Mining  Company. 

*  Winthrop  Iron  Company. 

*  Standara  Connellsville  Coke  Company,  Pleasant 

Unity,  Pa. 

*  Continental  Coke  Company,  Uniontown,  Pa. 

*  Mutual  Transportation  Company. 

*  Menominee  Transit  Company. 


Kem 


r 


*  Indicates  stock  ownership  in  1901. 

t  The  other  one-sixth  interest  in  this  oonoem  was  directly  acquired  by  the 
1  Organized  by  and  in  interest  of  Federal  Steel  Company.   It  may  also  be  notj 

not  acquired  from  other  interests. 

s  Acquired  blast  furnaces  and  steel  works  only.  Such  a  division  of  plants  v^ 
s  Nanonal  Mining  Companv  was  promoted  and  oncaniced  in  interest  of  NatiU 
«  Promoted  and  organised  in  interest  of  American  Steel  and  Wire  Company  < 

*  Acquired  machinery  and  equipment  only. 

*  Acquired  tin-plate  machinery  and  equipment  only.    A  part  of  the  propert 
f  Acquired  sheet-mill  machinery  and  equipment  only. 

17042— No.  »— 11.    (To  face  page  13.) 
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existing  among  these  concerns.  The  opportunity  for  reaping  a  huge 
promoter's  profit  out  of  this  situation  undoubtedly  was  an  important 
consideration  in  bringing  about  the  merger.  Nevertheless  the  primary 
object  was  the  restriction  or  prevention  of  competition. 

Several  of  the  largest  iron  and  steel  concerns  which  were  not  ab- 
sorbed by  the  Steel  Corporation  were  at  that  time  engaged  in  the 
manufacture  of  special  products  which  did  not  bring  them  into  sharp 
conflict  with  the  Corporation,  or  confined  their  activities  to  a  more 
limited  field  than  that  of  the  Corporation.  The  failure  of  the  Corpo- 
ration to  include  some  of  these  concerns  was,  therefore,  less  signifi- 
cant than  might  at  first  sight  appear.  However,  several  of  the  con- 
cerns remaioing  outside,  notably  the  Jones  &  Laughlin  interests,  the 
Lackawanna  Iron  and  Steel  Company,  the  RepubUc  Iron  and  Steel 
Company,  the  Pennsylvania  Steel  Company,  and  the  Cambria  Steel 
Ck>mpany,  were  important  rivals  of  the  Corporation.  The  Colorado 
Fuel  and  Iron  Company  in  the  West,  on  account  of  its  geographical 
location,  was  not  a  serious  competitor.  Nevertheless,  negotiations 
were  entered  into  shortly  after  the  oi^anization  of  the  Steel  Corpora- 
tion for  the  acquisition  of  that  concern,  but  were  not  consummated* 
The  Tennessee  Coal,  Iron  and  Raihroad  Company  in  the  South  was  at 
this  time  chiefly  concerned  with  the  production  of  foundry  pig  iron. 
As  noted  below,  this  concern  was  acquired  by  the  Steel  Corporation 
in  1907. 

J>K8CBIFnON  OF  THE  UNrTED  STATES   STEEL   CORPORATION  IN   1901. 

Some  idea  of  the  magnitude  of  the  Steel  Corporation,  as  well  as 
of  its  character  as  a  consolidation  of  combinations,  is  brought  out  by 
Table  3,  facing  page  107,  which  gives  its  principal  constituent  com- 
panies in  1901,  with  the  subsidiaries  of  these  at  that  date,  or  the 
principal  properties,  where  the  ownership  was  in  fee  instead  of  by 
stock. 

At  its  organization  the  Corporation  acquired  steel  works  with  an 
annual  capacity  of  over  9,400,000  tons  of  crude  steel  and  more  than 
7,700,000  tons  of  finished  rolled  steel  products;  several  railroads, 
with  over  1,000  miles  of  main  track  and  a  lai^e  mileage  of  second 
track  and  sidings;  a  fleet  of  112  Lake  ore  vessels;  iron-ore  reserves  in 
ihe  Lake  region  estimated  at  about  500,000,000  to  700,000,000  tons 
(see  p.  28) ;  more  than  50,000  acres  of  coking-coal  lands  with  a  great 
acreage  of  other  grades  of  coal,  not  to  mention  nimierous  miscellaneous 
properties. 

SuBSBQUBNT  ACQuismoNS  AND  ABDmoNS. — Since  its  organiza- 
tion the  Steel  Corporation  has  very  greatly  increased  the  capacity 
of  its  plants  and  the  scope  of  its  operations.  The  bulk  of  this  increase 
has  been  due  to  the  construction  of  new  plants,  or  the  enlargement  of 
old  ones,  the  acquisition  of  additional  ore  and  coal  properties,  and 
fpTnilitr  extensions,  such  additions  being  paid  for  largely  from  earnings. 


14  THB  8TBBL  IHDtJSTBT. 

The  Corporation^  however,  has  made  three  importaat  acquisitioss 
of  competiiig  concerns  since  1901.  The  first  of  tiiese  was  the  pur* 
chase  in  Decemberi  1902,  of  the  Union  Steel  Company,  which  had  just 
absorbed  the  Sharon  Steel  Company.  This  concern  was  located  in 
the  Pittsburg  district  and  was  an  a^ressiTe  competitor  in  several 
branches  of  production  in  which  the  Steel  Corporation  was  actively 
engaged.  It  also  had  a  valuable  ore  property.  The  company  was 
backed  by  very  influential  interests^  including  H.  C.  Frick,  and  it  was 
desired  by  the  Steel  Corporation  for  these  reasons  even  more  than  for 
its  properties. 

In  May,  1904,  the  Corporation  purchased  the  Clairton  Steel  Com- 
pany, a  somewhat  smaller  concern.  It  was  in  the  hands  of  receivers 
at  the  time  of  its  acquisition. 

The  third  and  most  important  of  these  acquisitions  was  the  Ten- 
nessee Coal,  Iron  and  Railroad  Company,  in  1907.  B;  the  purchase 
of  this  company  the  Steel  Corporation  secured  the  leading  factor  in 
the  southern  iron  and  steel  industry  (the  Tennessee  concern  haviog 
by  this  time  erected  steel  works  of  considerable  capacity),  and,  what 
was  of  more  consequence,  the  extensive  ore  and  coal  reserves  of  that 
company.  The  purchase  of  this  concern,  which  was  made  in  the 
height  of  the  panic  of  1907,  had  been  preceded  by  unsuccessful 
attempts  on  the  part  of  other  interests  to  use  it  as  a  basis  of  a  rival 
consolidation  which  would  also  uiclude  the  Sloss-Sheffield  Steel  and 
Iron  Company  and  the  BepubUc  Iron  and  Steel  Company. 

OAPZTAIiZZATZON  AND  INVBSTXBNT  OF  THE  XTNITBD  8TATBS 

STEEL  COBPOBATION  IN  1001. 

The  relation  of  the  assets  and  actual  investment  of  this  great  com- 
bination to  the  securities  issued  is  of  high  public  importance  in  esti- 
mating both  the  status  of  the  Corporation  itself,  the  reasonableness  of 
its  profits,  and  its  other  effects  on  the  interests  of  the  public. 

The  Corporation  in  1901,  after  its  oi^anization  had  been  fairly  com- 
pleted (and  including  the  acquisition  of  the  Shelby  Steal  Tube  Com- 
pany, which  did  not  occur  until  August),  had  a  total  outstanding 
capitalization,  including  underlying  bonds,  sundry  mortgages,  and 
purchase-money  obligations  (but  excluding  $535,407  unacquired  stock 
of  subsidiaries),  as  follows: 

Pireferred  ftock 1510,205, 74S 

Common  rtock 508,227,894 

Steel  Goiporatioii  bondfl 803,450,000 

Underlying  bonds 59,091,657 

FurchMe-money  obligationB  and  xeal-estate  mortgages. . ..  21, 872, 023 

Total 1,402,846,817 
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For  the  purposes  of  the  Biireau's  investigation  it  was  essential  to 
make  an  analysis  of  the  actual  value  of  the  physical  properties  of 
the  Corporation  in  1901,  upon  which  this  huge  capitalization  was 
based.  The  Bureau  has  made  such  an  analysis  by  three  different 
methods: 

Firsts  hy  orgameation  histanf — ^that  is,  from  historical  study  of 
the  organization  and  investment  of  the  constituent  concerns  at  the 
time  of  their  formation. 

Second,  by  market  value  of  securities — that  is,  by  computation  of 
the  pubhc  estimate  of  the  value  of  the  properties  of  those  constituent 
concerns  ad  reflected  in  the  market  prices  of  their  securities. 

Third,  by  departmenta  of  business — that  is,  by  a  detailed  estimate 
of  the  physical  properties  of  the  company  by  departments  of  its 
business,  computed  from  all  available  data  and  with  an  especially 
elaborate  calculation  of  the  value  of  the  ore  property. 

The  valuation  arrived  at  by  the  Bureau  by  the  first  method,  which 
IB  chiefly  for  tangible  assets,  is  approximately  $676,000,000;  the 
valuation  arrived  at  by  the  second  method,  which  includes  intangi- 
ble considerations,  is  approximately  $793,000,000;  the  valuation 
arrived  at  by  the  Bureau  by  the  third  and  more  precise  method,  this 
being  for  tangible  assets  oidy,  is  approximately  $682,000,000. 

None  of  these  valuations  includes  any  value  imparted  to  these 
properties  by  the  very  act  of  merging  them  into  the  Steel  Corpora- 
tion and  treating  them  as  a  unified  going  concern.  Obviously  such 
a  value  must  be  largely  due  to  the  element  of  concentration  of  con- 
trol and  consequent  elimination  of  competition,  which  value  should 
not  be  included  in  the  present  discussion.     (See  p.  60.) 

It  may  be  noted  at  this  point  that  the  United  States  Steel  Corpora- 
tion is  a  holding  company,  practically  its  entire  property  consisting  of 
the  securities  of  a  number  of  subsidiary  concerns,  some  of  whichy 
moreover,  in  turn  own  stocks  in  underlying  concerns.  For  the  sake 
of  brevity  and  clearness  in  this  report,  however,  it  will  be  convenient 
to  refer  to  the  physical  properties  thus  controlled  as  though  they 
were  directly  owned  by  the  Corporation  itself.  For  all  practical 
purposes  sudi  is  indeed  the  fact. 

ESTIMATED  VALUE  OF  CORPORATION'S  PROPERTY,  BASED  ON  STUDY  OV 

OROANIZATION  OF  CONSTrrUENT  CONCERNS. 

The  Bureau's  estimate  of  the  value  of  the  Steel  Corporation's 
property^  arrived  at  by  a  study  of  the  oi^anization  of  the  constituent 
concerns — ^approximately  $676,000,000 — ^includes  the  entire  physical 
property  and  not  merely  the  equity  over  and  above  bonded 
indebtedness  (which  indebtedness,  for  these  constituent  concerns,  is 
assumed  to  represent  an  equivalent  investment  in  properly).  It 
includes  only  a  negligible  allowance  for  intangible  considerationB. 
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In  the  main  the  valuations  amyed  at  are  based  upon  the  method 
by  which  these  constituent  companies  were  organized.  A  veiy 
common  basis  of  organization  was  to  determine  upon  cash  prices 
for  the  plants  acquired  and  then  to  give  the  vendors  (the  owners  of 
the  plants)  the  option  of  taking  the  price  in  cash  or  of  taking 
preferred  stock  up  to  the  full  amount  of  the  cash  option  figure,  with 
a  large  bonus  in  common  stock.  New  cash  capital  frequently  was 
raised  on  the  same  terms.  The  result  of  this  method  of  organization 
was  that  the  preferred  stock  of  the  consoUdated  concern  at  its 
original  oi^anization  represented  practically  the  entire  value  of  the 
property  acquired — certainly  the  entire  value  of  the  physical  assets* 

This  was  the  method  followed  in. the  four  ^'Moore"  companies, 
viz.  National  Steel  Ciompany,  American  Tin  Plate  Company,  Amert* 
can  Sheet  Steel  Company,  and  American  Steel  Hoop  Company. 

In  the  case  of  at  least  uhree  of  these  companies  a  considerable  block 
of  the  common  stock  was  issued  to  the  promoters  as  a  ^commission'' 
for  their  services;  in  the  case  of  the  American  Sheet  Steel  Company 
apparently  some  preferred  stock  was  also  issued  for  this  purpose. 

In  the  organization  of  the  American  Steel  and  Wire  Company  the 
preferred  stock  likewise  covered  ijie  entire  value  of  the  physical  prop* 
erty  acquired  at  the  time  of  organization,  all  of  the  common  stod: 
being  issued  either  as  a  bonus  or  for  imderwriting  services.  The 
same  method,  substantially,  was  followed  in  the  oiganization  of  the 
National  Tube  and  American  Bridge  companies. 

The  common  stock  of  the  Federal  Steel  Company,  however,  appears 
to  have  had  some  fwoperty  value  back  of  it.  Taking  its  principal 
subsidiary  concerns,  the  Illinois  Steel  Company  and  the  Minnesota 
Iron  Company,  at  their  book  values — ^roughly  $19,250,000  and 
$22,950,000,  respectively— and  allowing  $4,000,000  to  cover  its 
Lorain  and  Johnson  companies  (this  being  approximately  the  price 
paid,  reduced  to  a  cash  basis),  and  $4,200,000  for  the  $6,000,000  stock 
of  the  Elgin,  Joliet  and  Eastern  Railway,  the  total  indicated  prop- 
erty value  (over  and  above  underlying  indebtedness),  including  the 
net  amount  of  new  cash  capital  provided,  was,  roughly,  $62,100,000 
against  which  the  Federal  company  issued,  approximately,  $99,700,000 
of  stock.  The  Bureau  has  allowed  as  an  outside  figure  a  total  of 
$63,000,000.  The  method  of  arriving  at  this  valuation  is  carefully 
explained  in  the  text  of  the  report.  While  made  independently,  it 
very  closely  agrees  with  the  average  stock  market  valuation  of 
Federal  Steel  stocks  during  the  period  from  September,  1898>  to 
December  31, 1900. 

The  valuation  of  the  Carnegie  Company's  property  is  more  difficult 
because  the  organization  of  this  concern  was  arranged  privately  by  the 
former  owners,  and  because  its  securities  were  never  actively  dealt  in. 
The  book  value  of  the  property  of  the  old  Carnegie  Steel  Company 
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(Ltd.)  (wbich  had  approximately  a  29^  per  cent  interest  in  the  H.  C. 
Frick  Coke  Company)  on  March  1, 1000,  or  just  before  these  two  con- 
cerns were  transferred  to  the  Carnegie  Company  of  New  Jersey,  waS| 
roughly,  981,500,000.  This  book  value,  while  correct  for  some  of  the 
properties  of  the  company,  undoubtedly  understated  the  value  of 
others,  particularly  the  item  of  ''investments."  Using  such  data  as 
were  available,  the  Bureau  has  arrived  at  the  conclusion  that  the 
tangible  property  of  the  Carnegie  concern  in  March,  1900,  was  not 
in  excess  of  the  $160,000,000  bond  issue  (the  company  also  issued 
$160,000,000  of  stock).  A  suggestive  fact  is  that  in  organizing  the 
New  Jersey  company  $125,000,000  of  bonds,  and  a  like  amount  of 
stock,  were  allotted  for  the  various  Carnegie  steel  properties,  and 
$35,000,000  of  bonds  and  an  equal  amount  of  the  stock  for  the  H.  C. 
Frick  Coke  Company.  This  clearly  is  analogous  to  a  similar  distri- 
bution of  preferred  and  common  stock  in  the  case  of  several  of  the 
other  constituent  concerns  of  the  Steel  Corporation.  These  terms, 
in  connection  with  other  evidence  presented  in  the  body  of  the  report, 
indicate  that  the  Carnegie  interests  issued  bonds  up  to  substantially 
the  full  amount  of  tangible  property,  leaving  the  stock  to  cover 
intangible  considerations. 

The  Lake  Superior  Consolidated  Iron  Mines  has  been  entered  in 
the  Bureau's  estimate  at  a  value  equal  to  the  par  of  its  outstanding 
stock,  approximately  $29,400,000.  This  appears  to  be  sufficiently 
liberal.  In  the  middle  nineties  the  stock  sold  as  low  as  $10  per  share 
(par  $100) ;  in  1899  it  sold  as  low  as  $40  per  share,  and  the  highest 
reported  price  in  1900  was  $75  per  share,  the  sales  being  very  infre- 
quent. While  the  market  price  may  have  been  depressed  by  the 
fact  that  the  company  had  never  paid  a  dividend  and  did  not  pub- 
lish annual  reports,  these  figures  apparently  do  not  warrant  a  valua- 
tion of  the  property  of  this  concern  in  excess  of  the  par  value  of  its 
stock.^ 

The  Shelby  Steel  Tube  Company,  acquired  in  August,  1901,  was 
purchased  for  $1,791,038  preferred  and  $2,004,550  common  stock  of 
the  United  States  Steel  Corporation.  This  covered  practically  the 
entire  stock  of  the  Shelby  concern.  The  current  market  value  of  the 
Corporation's  stock  thus  issued  was  approximately  $3,000,000,  and 
this  figure  has  been  taken  as  representing  the  value  of  this  company 
at  its  acquisition  rather  than  the  par  value  of  the  preferred  stock 
($5,000,000),  as  in  several  other  cases. 

The  Bessemer  Steamship  Company  has  been  entered  in  the  Bureau's 
estimate  at  $8,500,000,  the  purchase  price,  this  acquisition  being  tem- 
porarily financed  by  the  issue  of  purchase-money  obligations  to  that 
amount. 

>Tlie  Bureau  has,  however,  added  the  moderate  nirpltu  of  the  company  on  April  1, 1901,  this  being 
lii0li]d8dinttMitemoC$U7,7OO,OOOinthetableonpac8l9.    (See  also  Table  12,  p.  1170 
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The  Steel  Corporation  also  acquired  a  one-«ixtIi  interest  in  the 
Pittsburg  Steamship  Company  and  the  Oliyer  Iron  Mining  Company 
(the  other  five-sixths  interest  in  these  concerns  already  being  owned 
by  the  Carnegie  Company;  also,  of  course,  acquired  by  the  Corpora- 
tion) .  Owing  to  the  difficulty  of  estimating  ore  property  in  small 
parcels,  this  one-sixth  interest  in  the  two  concerns  has  be^  credited 
in  the  current  estimate  with  a  value  equal  to  the  par  of  the  United 
States  Steel  preferred  stock  issued  therefor — namely,  99,250,000 — 
(an  equal  amount  of  common  stock  was  also  paid;  this  has  been, 
regarded  as  a  bonus).  While  this  allowance  is  undoubtedly  too  high, 
the  excess  over  a  more  accurate  valuation  is  relatively  so  small  as 
not  to  be  important. 

The  foregoing  valuations,  it  should  be  kept  in  mind,  are  applicable 
at  the  dates  of  the  respective  orgamzations  of  the  companies  named, 
except  in  the  case  of  the  last  four  concerns,  where  the  figures  given 
apply  to  the  dates  of  acquisition  by  the  Sted  Corporation.  By  April, 
1901,  the  various  constituent  concerns  had  increased  their  property 
investment,  through  surplus  earnings,  to  the  extent  of  approxi- 
mately $117,700,000.  Adding  this  sum,  together  with  $25,003,000 
new  cash  capital  provided  the  Steel  Corporation,  to  the  valuations 
stated  above  and  iacluding  underlying  bonds,  purchase-money  obli- 
gations, and  real-estate  mortgages  (which  also  cover  any  additions 
to  the  property  made  in  this  way) ,  brings  the  indicated  total  invest- 
ment in  the  physical  property  acquired  by  the  Steel  Corporation  in 
1901  up  to  approximately  $676,000,000,  as  shown  by  the  table  on 
the  succeeding  page. 
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ESTIMATED  VALUES  OF  TANGIBLE  ASSETS  07  CONSTITUENT  CONCERNS  OF  THE 
UNITED  STATES  STEEL  CORPORATION  AT  THE  DATES  OF  THEIR  RESPECTIVE 
ORGANIZATIONS,  WITH  ADDITIONS  TO  APRIL  1,  1901. 

[Tentative  estimate;  for  final  estimate  see  p.  80.] 


Cooatltaent  ooncema 


Ctenegle  Compaiiy  (New  Jersey) 

Federal  Steel  Company 

American  Steel  and  Wire  Company  (New  Jersey) 

National  Tabe  0>mpany 

National  Steel  Company 

American  Tin  Plate  Company 

American  Steel  Hoop  Cominny 

American  Sheet  Steel  Comjiany 

American  Bridge  (Company 

Lake  Superior  OmaoUdatod  Iron  HineB 

Shelby  Steel  Tube  (Company 

One«ixtfa  Interest  In  Pittsburg  Steamship  0>mpaBy  and  Oliver  Inm  Mining  Company. . 


Total 


Add  underlying  bonds,  mortg^es,  and  purchase-money  obligations  of  above  oompanies 
at  par 


Total  vahiation  at  time  of  organisation  of  constituent  companies  (except  In  cases 
noted) 


Add: 


Surplus  oaminci  of  the  oompanies  aoquiied 

Investment  through  bond  iasoes,  punhasa-mon«y  obligations,  eto 
Gssheapital  provided 


Approximate  grand  total  of  value  of  physical  property  in  April,  1901 


Estimated 

values  of 

tangible 

assets 

at  dates  of 

respective 


$160,000,000 
03,000,000 
40,000,000 
40,000,000 
27,000,000 
IB,  326,000 
14,000,000 
17,000,000 

>  81,374,000 

>  20,400,000 
>  8,000,000 
•0,260,000 


462,340,000 
•00,000,000 


812,840,000 

117,727,000 

•20,064,000 

25,008,000 


676,043,000 


t  Estimated  value  of  property  at  time  of  ttt  aoqnlsltlan  by  the  United  States  Steel  Corporation,  Instead 
of  at  its  organisation. 

•  Amount  of  preferred  stock  of  United  States  Steel  Corporation  issued  therefor;  this  probably  excessive, 
but  allowed  here  in  absence  of  other  data. 

•The  total  of  snoh  Indebtedness,  880,964,000,  is  known;  the  division  hare  given  was  partly  appraxl- 
mated.    The  Item  of  820,964,000  tadudes  the  Bessemer  Steamship  Company. 

VALUATION   OF   CONSTITUENT   COMPANIES   AS   INDICATED   BT  MABKBT 

PRICES  OF  THEIR  SECURITIES. 

The  valuation  of  the  properties  of  these  constituent  concerns 
arrived  at  by  the  second  method  of  analysis  is  based  upon  the  market 
value  of  their  securities.  Using  average  weekly  prices,  where  avail- 
able,  and  again  adding  underlying  bonds,  purchase-money  obliga- 
tions, and  real-estate  mortgages,  at  par,  as  well  as  $25,003,000  of  new 
cash  capital  provided  for  the  Steel  Corporation,  the  indicated  valua- 
tion is  approximately  $793;000;000,  as  shown  in  the  table  on  the 
next  page. 
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ATTROXniATB  MARKET  VALUATION  OF  SECURITIES  ACQUIRED  BY  UNITED  STATSI 
BTEEL  CORPORATION  IN  igOI»  AS  INDICATED  BY  AVERAGE  MARSIET  PRICES, 
180^1900. 


CoDStltnant  ooncenu. 


Amoont  of 
Btoclt  ac- 
quired by 

United 
States  Steel 
Corporation. 


market 

price  of 

stock  in 

1890-1900. 


Value  at 
average  prion 


Stocks  regiiUrly  quoted: 

Federal  Steel  Company— 

Pvefened...  ............ ..•.....•• 

Common 

American  Steel  and  Wire  Company- 
Preferred 

Offmmon 

National  Tube  Company- 
Preferred 

Common 

Ntttional  Steel  Company- 
Preferred 

Common 

American  Tin  Plate  Company- 
Preferred 

Common 

American  Steel  Hoop  Company— 

Preferred 

Common 

Am^Hnan  Bridge  Company  >— 

Preferred 

Common 

Shelby  Steel  Tube  Company  >— 

Preteied 

Common........ 

not  actively  quoted: 

Amwrlflan  Sheet  Steel  Company  >— 


Common 

lake  Superior  OonaoUdated  Iron  MlMi 

Carnegie  Company: 

Bonds 

Stock 

Oliver  Iron  Mining  Company,  one-sixth  interest. .. 
Pittsburg  Steamship  Conipany,  one-sixth  Interest 


Total 

ICortgagBs  and  poichase-money  obligations . 

Underlying  bonds  and  scrip  at  par , 

Gash  capital 


Grand  total. 


S53,»so,aoo 

46,483,700 

89,099,000 
49,961,400 

40,000,000 
40,000,000 

26,996,000 
31,970,000 

18,325,000 
28,000,000 

14,000,000 
19,000,000 

31,357,600 
30,946,400 

4,778,100 
8,018,200 


24,499,600 
24,499,600 
89,418,906 

169,460.000 

160,000,000 

200,000 

281,700 


Per  cent  of 
par  value, 

76.38 
6a  04 

89.41 
48.26 

9120 
48.72 

91.16 
41.67 

84.77 
84.77 

77.84 
Sill 

93.10 
48.88 

66.48 

ia90 


■65.88 

•19.00 
•76.00 

lO&OO 
«100lOO 


«8S1,398,405 


84O»«0,141 
23,260,448 

85,768,108 
34,121,024 

87,680,000 
19,488,000 

24,609,554 
13,321,880 

15,584,108 
0,735,600 

10,827,600 
6,100,000 

20,193,088 
13,670,: 


2,607,641 
878, 9M 


16,140,838 

4,654,034 

22,060,fi0 

167,428,800 
X00,000t000 

•0,250,000 


686,005,290 
21,872,028 
89,001,667 

f  26,003,000 


792,061,970 


1  No  qnotatkm  in  1889. 

•  Mean  of  highest  and  lowest  prices  in  Pittsborg  market  in  1900,  weekly  quotations  not  being  avaUabto. 

•  Asked  price  in  1900.    Does  not  Include  lower  prices  recorded  in  1900. 
<  Only  13  sharsi  known  to  have  been  sold  In  open  market 

•  Not  based  on  stock  quotations  bat  amount  of  United  States  Steel  Corporation  pretend  stook  Isoad 
therefor  at  par. 

•  Does  not  Inclade  8535,407  unacquired  stock  In  snbsidiary  ooooemiL 
r  Tndnding  83,000  paid  in  by  original  InoorporatQii. 
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The  average  prices  given  cover  the  periods  from  the  respective 
dates  of  organization  to  December  31, 1900.  The  market  quotations 
from  January  1,1901,  to  March  31,  1901,  were  so  largely  influenced 
by  the  prospective  organization  of  the  Steel  Corporation  that  they 
have  been  properly  excluded  in  computing  the  foregoing  averages; 
their  inclusion,  however,  would  have  added  (mly  about  S6,000,000  to 
the  grand  total  reached. 

It  should  be  noted  that  the  stocks  of  several  of  these  concerns  were 
inactive,  particularly  those  of  the  Carnegie  Company  and  the  Lake 
Superior  Consolidated  Iron  Mines.  The  former  stock  has  been  taken 
at  its  par  value,  since  the  few  recorded  sales  of  the  stock  (but  13  shares 
in  all)  were  at  that  figure.  The  Lake  Superior  Consolidated  stock  has 
been  taken  at  $75  per  share — the  highest  reported  figure  for  a  number 
of  years  prior  to  1901 — since,  on  account  of  the  inactivity  of  this  stock, 
an  average  of  the  prices  in  1899  and  1900  might  be  unfair.  (In  the 
preceding  estimate  the  stock  was  reckoned  at  par.) 

The  Carnegie  bonds  have  been  entered  at  tlieir  market  quotation. 
Although  the  premium  on  these  securities  might  fairly  be  ignored  in 
a  calculation  of  this  sort,  it  was  deemed  better  to  allow  it. 

When  it  is  taken  into  consideration  that  these  market  prices  include, 
of  course,  an  allowance  for  earning  power  and  other  intangible  con- 
siderationS;  this  total  of  $793,000,000  indicates  that  the  preceding 
valuation  of  $676,000,000  for  the  tangible  property  alone  is  suffi- 
ciently liberal. 

ESTIMATED  VALUATION  OF  PROPEBTT  OF  STEEL  CORPORATION  IN  1901 

BY  DEPARTMENTS  OF  ITS  BUSINESS. 

Both  of  the  foregoing  estimates  are  necessarily  somewhat  general. 
The  estimate  of  the  Bureau,  based  on  the  third  method  stated — 
that  is,  by  departments  of  the  Corporation's  business — ^was  prepared 
on  a  more  detailed  basis. 

Before  proceeding  to  discuss  this  estimate,  it  should  be  noted  that 
the  Steel  Corporation  itself,  in  July,  1902,  in  litigation  then  pending, 
submitted  an  estimate  of  the  value  of  its  assets,  by  principal  depart- 
ments, as  follows: 

ESTIMATE  OF  VALUE  OF  TANGIBLE  ASSETS  OF  XTNITED  STATES  STEEL  CORPORA- 
TION  ON  JULY  1, 1902,  SUBIOTTED  BY  THE  CORPORATION  IN  TJ:  .  ••  nODOE"  SUIT. 

OreproptftliB 9300,000,000 

Plants,  mills,  fixtures,  machiucry,  equipment,  tocls,  and  real  csUite 800,000,000 

Blast  fornaoss. 48,000,000 

Coalandooke 100,000,000 

TransportaUon  properties » 80,000,000 

Natural  gas  fields 20,000,000 

Limestone  properties. 4,000,000 

Gash  and  cash  assets* 148,291,000 

Total 1,400,291,000 

s  Presideat  Schwab  stated  that  the  CknpoiatiOB's  estbuto  t>r  this  item  was  the  Talue  after  allowing  te 
$40,}IO,000  of  indebtedness.    (See  p.  38.) 
f  As  ol  June  1,1902.   Bee  note  3  to  table  on  pace  98. 
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This  estimate  of  the  Steel  Ciorporation  was  submitted  for  the  ptnv 
pose  of  defending  its  huge  capitalization,  which  was  then  directly 
challenged  as  one  of  the  vital  issues  in  the  suit.  As  the  legal  right  of 
the  Corporation  to  carry  out  a  proposed  conversion  of  a  portion  of 
its  preferred  stock  into  bonds  was  dependent  upon  the  amount  of  its 
assets  there  was  a  great  inducement  before  the  Corporation  to  over* 
state  the  value  of  its  property  in  order  to  justify  its  capitalization. 
As  shown  later  some  of  the  Corporation's  figures  greatly  exaggerated 
the  true  values. 

The  Bureau  for  the  purposes  of  this  third  method  of  analysis  has 
used  the  classification  of  property  employed  by  the  Corporation, 
shown  in  the  preceding  table.  The  basis  of  the  Bureau's  estimates 
by  the  different  classes  may  now  be  briefly  explained.  For  conven- 
ience in  discussion  the  value  of  the  ore  property  will  be  taken  up  last. 

KANUFACTXTKINa  PBOFEBTIES. 

For  most  of  the  subsidiary  companies  of  the  Steel  Corporation  the 
Bureau's  valuations  of  the  manufacturing  plants  were  arrived  at  by 
deducting  from  the  par  value  of  the  preferred  stock  issued  at  their 
respective  organizations  the  amoimts  of  working  capital  provided. 
The  preferred  stock,  as  already  shown,  in  most  cases  represented  the 
total  assets  acquired,  which  m  several  instances  consisted  exclusively 
of  plants  and  working  capital.  Therefore  the  values  of  the  plants 
could  be  arrived  at  by  deducting  the  working  capital  from  the  amount 
of  preferred  stock.  As  the  properties  were  acquired  as  going  con- 
cerns, the  preferred-stock  issues  probably  included  in  some  cases  an 
allowance  for  intangible  considerations,  and  this  method  may  there- 
fore somewhat  overstate  the  value  of  the  plants.  This  method  was 
used  in  the  case  of  the  American  Steel  and  Wire  Company,  the 
National  Steel  Company,  the  American  Tin  Plate  Company,  the 
American  Steel  Hoop  Company,  the  National  Tube  Company,  and 
the  American  Bridge  Company.  In  the  case  of  the  National  Steel 
Company,  an  addition  of  $2,561,000  was  made  on  account  of  bonded 
indebtedness,  which  was  considered  as  representing  an  equivalent 
investment  in  manufacturing  properties.  (Additional  bonds  were 
subsequently  issued  by  this  company,  but  almost  entirely  for  other 
kinds  of  property.)  A  few  of  the  other  concerns  had  small  amounts 
of  indebtedness,  bringing  the  total  addition  on  this  account  up  to 
$3,000,000.  In  the  case  of  the  American  Sheet  Steel  Company,  owing 
to  evidence  that  even  the  preferred  stock  was  heavily  "watered," 
the  value  of  the  manufacturing  plants  was  fixed  at  $12,000,000, 
although  the  preferred-stock  issue  was,  roughly,  $24,500,000.  An 
addition  of  $1,000,000  was  made  to  cover  certain  detached  real 
estate.  This  company  had  $2,000,000  of  bonded  debt,  but  this  has 
been  considered  as  representing  its  natiural-gas  property.    (See  p.  26.) 
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The  value  given  the  plants  of  the  Carnegie  Company  was  the  book 
▼alue,  as  shown  in  the  balance  sheet  of  March  1,  1900.  In  the  case 
of  the  Federal  Steel  Company,  likewise,  the  value  for  its  niinois  Steel 
Company  plants  was  the  book  value  at  the  time  of  their  acquisition, 
while  the  value  taken  for  its  Lorain  and  Johnson  companies'  plants 
was  practically  the  cash  equivalent  paid.  The  bond  issues  of  these 
concerns,  therefore,  do  not  have  to  be  considered. 

The  Shelby  Steel  Tube  Company  plants  have  been  valued  at 
S3,000,000. 

The  other  constituent  companies  mentioned  in  the  list  on  page  19 
did  not  have  any  manufacturing  plants. 

The  valuations  thus  arrived  at  are  summarized  in  the  foUowing 
table: 

BUBEAU'S  ESTIMATE  OF  INVESTMENT  OF  CONSTITUENT  COMPANIES  OF  UNITED 
STATES  STEEL  CORPORATION  IN  MANUFACTURING  PLANTS  (INCLUDING  BLAST 
FURNACES)  AND  REAL  ESTATE  AT  THE  DATES  OF  THSm  BE8PECTIVB 
ORGANIZATIONS. 


Company. 


AnMriesn  Steel  asd  WlreComi>any 

Ntttonal Steel  Company* 

Amfrlnan  Tin  Plate  Company » 

American  Steel  Hoop  Company. 

National  Tnbe  Company 

Amertoan  Bridge  Company  1 

Otlier  companies: 

Camegie  Company  (book  value) , 

Fidenl  Steel  Company— 

nUnois  Steel  Company  (book  value) 

LonUn  and  Johnson  companies  (approximate  cash 

price) 

Shelby  Steel  Tnbe  Company  (approximate  cash  price) .. . 

American  Sheet  Steel  Company  (estimated) 

Add  to  oorer  Investmant  In  manufacturing  plants  repre- 
sented by  miscellaneous  bonds 


Total. 


1  reierrea 
stock  issued. 


140,000,000 
27,000,000 
18,335,000 
14,000,000 
40,000,000 
81,374,000 


Currmt  as- 
sets at  or- 
ganization. 


116,000,000 

0,000,008 

4,800,000 

8,000,000 

18,000,000 

U,  800,000 


Balance  to 

represent 

plants. 


823,400,000 
18,000,000 
13,825,000 
11,000,000 
24,000,000 
18,874,000 

43,355,000 

20,200,000 

4,000,000 

8,000,000 

18,000,000 

8,000,000 


196,664,000 


1  In  the  case  of  this  company  the  preferred  stock  here  given  includes  a  small  amount  Issued  soon  after 
the  organisation  of  the  company. 

This  total  of  $196,654,000,  it  should  be  emphasized,  is  the  indi- 
cated value  of  the  manufacturing  plants  and  accompanying  real 
estate  at  the  respectiye  dates  of  organization  of  these  constituent 
concerns  (except  in  the  cases  of  the  American  Bridge  and  Shelby 
Steel  Tube  companies),  and  not  the  value  at  the  time  of  transfer  to 
the  Steel  Corporation.  As  shown  above,  the  aggregate  surplus  earn- 
ings of  all  the  subsidiaries  from  the  dates  of  their  respective  organiza- 
tions to  April  1,  1901,  were  approximately  $117,700,000.  A  part  of 
this  was  invested  in  manufacturing  properties,  and  a  portion  of  the 
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original  working  capital  of  these  concerns  was  also  used  for  this  same 
purpose.  Just  how  much  was  invested  in  manufacturing  plants  is 
not  definitely  known.  Large  sums  were  invested  in  ore,  coal,  and 
transportation  properties.  On  the  other  hand,  there  had  very  likely 
been  some  depreciation  of  these  properties.  From  various  data 
obtained  the  Bureau  has  concluded  that  an  allowance  of  $250,000,000 
would  be  sufficient  to  cover  the  total  investment  in  these  manu- 
facturing properties  on  April  1,  1901.  (Only  a  small  addition  had  to 
be  made  on  account  of  additional  securities  issued,  because  these 
were  ahnost  exclusively  for  other  classes  of  property.) 

That  this  allowance  of  $250,000,000  is  sufficiently  hberal  is  indi- 
cated by  data  furnished  by  the  Steel  Corporation.  At  the  close  of 
December,  1907,  the  Steel  Corporation  made  an  appraisal  of  its  assets 
(see  p.  44),  in  which  the  manufacturing  properties  (other  than 
the  Gary  plant  and  those  of  the  Tennessee  Coal,  Iron  and  Raihoad 
Company)  were  valued  at  $367,600,000.  This  figure,  according  to 
the  Corporation,  represented  the  construction  cost  less  accrued  de- 
preciation (see  p.  41),  except  for  real  estate,  which  was  taken  at 
the  current  value.  During  the  period  from  April  1,  1901,  to  Decem- 
ber 31, 1907,  there  had  been  invested  in  net  capital  additions  to  these 
manufacturing  properties  (again  excluding  the  Gary  and  Tennessee 
plants)  approximately  $114,500,000.  Deducting  this  from  the  foi^- 
going  figure,  gives  an  indicated  investment  in  these  manuf actimng 
properties  in  April,  1901,  of  $263,000,000.  This  amount  was  over 
and  above  an  expenditure  of  approximately  $180,000,000  for  ordinary 
maintenance  and  repairs  which,  in  some  cases,  apparently  included 
an  allowance  for  depreciation  although  not  so  designated. 

The  Corporation's  valuation  of  $367,600,000  at  the  end  of  1907, 
however  (and  consequently  the  resulting  figure  of  $253,000,000  for 
1901),  includes  real  estate  at  values  in  excess  of  those  prevailing  in 
1901.  Allowing  for  this  fact,  this  1907  appraisal  of  the  Corporation 
does  not  indicate  a  valuation  for  the  Corporation's  plants  in  April, 
1901,  in  excess  of  $250,000,000. 

TRANSPOBTATION  FBOPEBTIES. 

Railroad  pbopebtdss. — ^The  Bureau  has  placed  the  value  of  the 
railroad  property  of  the  Corporation  at  $70,000,000.  This  was  almoBt 
exactly  the  book  value — that  is,  the  siun  of  the  capital  stock,  bondsy 
and  surplus.  As  shown  in  the  detailed  discussion  in  the  body  of  the 
report,  there  can  be  Uttle  doubt  that  the  Bureau's  valuation  is  suffi- 
ciently liberal.  This  figure  does  not  include  an  interest  of,  rou^dy, 
48  per  cent  in  the  Pittsburg,  Bessemer  and  Lake  Erie  Railroad 
Company  not  owned  by  the  Corporation. 

Steamship  properties. — ^The  steamship  property  of  the  Corpora- 
tion in  1901  has  been  valued  by  the  Bureau  at  $20,000|000.    This 
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agrees  almost  exactly  either  with  the  cash  prices  paid  by  the  Corpora- 
tioiiy  or  with  the  net  inyestment  shown  on  the  books  of  the  constituent 
companiesy  either  of  which  can  not  be  regarded  as  understating  the 
value.  It  is  equivalent  to  an  average  of ,  roughly^  S40  per  ton  of  carry- 
ing capacity,  including  both  barges  and  steamers.  At  the  close  of 
1900  ore  steamers  of  the  most  improved  type  could  be  constructed  at 
an  average  cost  of  from  S45  to  $60  per  ton  of  cargo  capacity.  The 
cost  of  barges  was  somewhat  less.  Since  many  of  the  vessels  were 
more  or  less  depreciated  and  somewhat  obsolete  in  type,  an  average 
valuation  of  S40  per  ton  must  be  regarded  as  liberal.  It  is  possibly 
excessive,  but  as  any  reduction  which  could  reasonably  be  made  would 
be  comparatively  small,  it  has  been  allowed. 

Dock  pbofbbties. — ^The  only  important  dock  property  acquired 
by  the  Steel  Corporation  (other  than  certain  docks  included  with  rail- 
roads or  manufacturing  plants  and  embraced  in  the  foregoing  valua- 
tions for  these)  was  that  of  the  Pittsburg  and  Conneaut  Dock  Com- 
pany, the  book  investment  in  which  on  April  1, 1901,  was  Sl,236,375. 
An  allowance  of  $1,500,000  for  all  miscellaneous  dock  property  is 
undoubtedly  sufficient. 

On  the  foregoing  basis,  it  will  be  seen,  the  total  valuation  for  the 
transportation  properties  as  a  group  is  $91,500,000.  It  should  be 
noted  that  this  figure  represents  the  entire  value  of  these  properties 
(except  in  the  case  of  the  Pittsburg,  Bessemer  and  Lake  Erie  Rail- 
road, as  above  noted),  and  not  merely  the  equity  value  over  and 
above  bonded  indebtedness. 

GOAL  AND  OOKE  FBOPEBTT. 

The  Steel  Corporation's  estimate  of  $100,000,000  for  this  property 
was  undoubtedly  excessive  in  some  respects,  particularly  in  the 
values  assigned  to  coking-coal  lands,  a  large  portion  of  which  was 
rated  at  $1,600  per  acre.  The  Bureau  has  allowed  $1,200  per  acre 
for  such  coal,  a  figure  which,  in  view  of  the  facts  set  forth  in  the  body 
of  the  report,  must  be  regarded  as  entirely  ample.  This  meant  a  re- 
duction of  $13,000,000;  the  steam  coal  estimate  was  reduced  by 
$3,000,000.  The  Corporation's  estimate,  moreover,  included  addi- 
tions made  to  the  property  since  April  1, 1901,  amounting  to,  roughly, 
$2,000,000.  It  also  included  an  entiy  of  $2,500,000  for  certain  prop- 
erty not  acquired  until  the  end  of  1901.  Allowing  for  these  con- 
mderations,  the  Bureau  has  fixed  upon  $80,000,000  as  an  approxi- 
mate but  liberal  valuation  of  this  coke  property  in  April,  1901. 

KATUBAIrOAS  AND  UMBSTONB  PBOPEBTIS8. 

The  Corporation,  it  will  be  seen,  placed  the  value  of  the  natural- 
gas  property  in  1901  at  $20,000,000.  Owing  to  the  great  difficulty 
of  arriving  at  a  conclusive  estimate  of  the  value  of  that  property  as 
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it  existed  in  1901,  the  Bureau  has  allowed  this  yaluation  to  stand. 
It  may  be  pointed  out,  however,  that  this  figure  is  about  double 
the  YfJualion  of  the  Steel  Corporation  in  1007  for  its  natural-gas 
property  at  that  date.  The  Corporation's  natural-gas  property  was 
acquired  chiefly  through  the  Carnegie  and  American  Sheet  Steel 
companies. 

The  Corporation's  allowance  of  $4,000,000  for  the  limestone  prop- 
erty is  undoubtedly  excessive,  but  the  amount  is  comparatively 
small  and  in  the  absence  of  satisfactory  data  the  Bureau  did  not 
attempt  to  revise  it. 

WOBEIKa  ASSETS. 

The  working  assets  of  $136,500,000  were  arrived  at  from  a  con- 
solidated balance  sheet  furnished  by  the  Corporation.  Purchase- 
money  obligations  and  sundry  real-estate  mortgages  were  treated  as 
bonded  indebtedness.  (See  note  3  to  the  table  on  p.  36.)  This  total 
includes  $25,003,000  cash  capital  provided  for  the  Corporation  at  its 
organization. 

SUMMABT  FOB  PBOFEBTY  OTHEB  THAN  OBE. 

The  Bureau's  estimates  of  the  tangible  property  of  the  Corporation, 
other  than  ore,  in  1901,  are  therefore  as  follows: 

lianu&K^turing,  including  blast  fumacee $250,000,000 

Transportation 91, 600, 000 

Coal  and  coke 80,000,000 

Natural  gaa 20,000,000 

Limestone 4,000,000 

Working  assets 136, 500, 000 

Total 582,000,000 

• 

The  total  ralue  assigned  these  classes  of  property  in  the  Corpora- 
tion's estimate  of  1902  (see  table  on  p.  21),  it  will  be  observed,  was 
roughly  $700,000,000,  or,  after  including  the  bonded  indebtedness 
of  transportation  properties  and  purchase-money  obligations  and 
mortgages,  to  make  the  two  estimates  fairly  comparable,  approxi- 
mately $757,000,000.  The  Corporation's  estimate,  of  course,  included 
additions  to  property  made  from  April  1, 1901,  to  July,  1902.  Never- 
theless the  Corporation's  estimate  of  its  manufacturing  properties  was 
undoubtedly  excessive.  Except  in  this  instance,  the  Bureau's  valu- 
ations for  these  classes  of  property  are  not  strildngly  different  from 
those  of  the  Corporation  in  1902. 

VALUE  OP  THE  OEK  PEOPERTY  OP  THE  STEEL  OOBPOBATION. 

The  ore  valuation  made  by  the  Corporation,  however,  presents  a 
very  different  question.  The  table  on  page  21  shows  that  the  Cor- 
poration assigned  a  value  of  no  less  than  $700,000,000  to  its  ore  prop- 
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erty^  or  almost  one-half  of  the  total  clauned  for  all  its  assets.  It  is 
evident,  therefore,  that  conclusions  regarding  the  value  of  the  ore 
must  largely  govern  opinions  as  to  the  relationship  between  the 
capitalization  and  Uie  actual  property  assets  of  the  Steel  Corporation 
as  a  whole. 

The  Bureau  has  estimated  the  value  of  this  ore  property  by  three 
different  methods — ^first,  on  the  basis  of  prices  paid  for  ore  in  fee 
shortly  before  the  Corporation  was  organized;  second,  on  the  basis  of 
the  price  paid  by  the  Steel  Corporation  itself  for  a  certain  portion  of 
its  ore  property;  and,  third,  by  a  calculation  of  the  '^ present  worth" 
of  royalties  on  leased  ore. 

It  should  be  explained  that  it  is  a  very  common  practice  for  operators 
of  iron  mines  to  lease  ore-bearing  tracts  on  a  system  of  rentals  called 
' 'royalties '';  that  is,  the  lessee  (or  operator)  contracts  for  the  right 
to  take  ore  from  a  given  deposit  and  to  pay  the  owner  thereof  a  stipu- 
lated amount  for  every  ton  of  ore  taken  out.  Usually  the  lease  pro- 
vides that  not  less  than  a  fixed  minimum  shall  be  paid  for  annually. 

Such  a  right  to  mine  ore  is  called  a  ''leasehold."  A  mine  which 
is  owned  outright  by  the  operator  is  spoken  of  as  a  "fee"  mine,  and 
the  ore  in  such  a  mine  or  in  a  tract  of  land  so  owned  is  spoken  of  as 
*'fee  ore." 

Valuation  based  on  prices  fob  fee  ore. — In  arriving  at  a 
valuation  by  this  first  method,  which  the  Bureau  regards  as  the  least 
conclusive  of  the  three,  an  effort  has  been  made  to  determine  in  a 
rough  way  the  prevailing  prices  for  fee  ore  in  1901.  Allowance 
must  then  be  made  for  the  fact  that  a  considerable  part  of  the  Cor- 
poration's ore,  instead  of  being  owned  in  fee,  was  simply  held  by 
it  under  lease.  The  value  of  such  leasehold  rights  necessajily  is  less 
than  the  value  of  a  corresponding  quantity  of  similar  fee  ore. 

Fee  prices  of  ore,  owing  to  the  great  uncertainties  which  attend  all 
mining  enterprises,  should  be  used  only  with  great  discretion.  The 
price  originally  paid  for  a  mining  property  may  not,  of  course,  repre- 
sent the  real  market  value  of  that  property  at  a  later  period  after 
development.  For  this  reason  prices  paid  for  ore  property  in  the  early 
nineties  have  not  been  taken  into  consideration  by  the  Bureau.  The 
prices  paid  by  the  constituent  concerns  of  the  Steel  Corporation  in  the 
late  nineties,  however,  are  entitled  to  some  weight,  although  even 
these  must  be  regarded  as  simply  in  the  nature  of  evidence  and  not 
as  conclusive.  All  available  evidence  indicates  that  prices  of  ore 
bought  in  fee  in  the  late  nineties  seldom  amounted  to  more  than  a  few 
cents  per  ton  on  the  estimated  tonnage  acquired. 

As  one  instance  it  may  be  noted  that  the  American  Steel  and  Wire 
Company  bought  the  Sauntry  mine  in  1899  for  $700,000.  This  mine 
was  estimated  at  the  time  to  contain  anywhere  from  25,000,000  to 
40,000|000  tons  of  ore.    On  the  lower  estimate  of  tonnage  the  price 
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was  less  than  3  cents  per  ton  and  on  the  higher  baas  less  than  2 
cents  per  ton.  A  later  estimate,  based  on  expert  examination, 
placed  the  tonnage  at  over  80,000,000  tons,  whidi  would  indicate  a 
price  of  less  than  1  cent  per  ton.  The  reported  prices  paid  for  several 
other  mines  transferred  in  fee  in  1899  and  1900  likewise  averaged 
only  a  very  few  cents  per  ton  on  the  estimated  tonnage. 

The  following  significant  statement  from  a  formal  brief  filed  by 
the  delegation  from  St.  Louis  Comiiy  in  the  House  of  Sepresentatives 
of  Minnesota  (the  great  bulk  of  the  developed  iron-ore  deposits  of 
Minnesota  being  in  St.  Louis  County)  as  late  as  1909  may  be  cited: 

The  cheapest  sales  of  fee  ore  we  ever  knew  were  for  less  than 
1  cent  per  ton;  the  highest  that  we  ever  knew  were  for  15  cents 
per  ton.  There  may  have  been  sales  at  a  higher  price,  hut  we 
Mwe  never  hnovm  of  one,  and  upon  inquiry  can  learn  ofnone.^ 

This  emphatic  statement,  made  eight  years  after  the  Steel  Cor- 
poration was  organized,  during  which  period  there  had  been  a  con- 
siderable advance  in  the  value  of  ore  property,  together  with  much 
additional  evidence  presented  in  the  body  of  the  report,  clearly  indi- 
cates that  fee  ore  in  the  ground  in  the  Lake  region  in  1901  was  on 
the  average  worth  decidedly  less  than  15  cents  per  ton. 

An  estimate  of  700,000,000  tons  for  the  total  ore  holding  of  the 
Steel  Corporation  in  1901  must  be  regarded  as  liberal.  Indeed  the 
Corporation  in  its  estimate  of  1902,  above  given  (see  p.  21) ,  reckoned  on 
this  tonnage,  its  valuation  of  $700,000,000,  being  at  the  rate  of  $1  per 
ton.  It  has  since  been  admitted  that  this  estimate  made  no  allowanoe 
for  the  fact  that  a  large  part  of  the  ore  was  simply  leased  and  not 
owned  in  fee.  The  allowance  of  $1  per  ton  for  even  the  fee  ore  was 
unquestionably  extravagant. 

Supposing  that  all  the  ore  had  been  owned  in  fee  in  1901  (which 
was  not  the  case),  and  allowing  as  much  as  10  cents  per  ton  as  a  fair 
average  value,  the  total  value  of  a  deposit  of  700,000,000  tons  would 
have  been  $70,000,000;  at  an  average  of  5  cents  per  ton  only 
$35,000,000.  Adding  $9,000,000  to  cover  improvements  to  this  mining 
property  in  1901,  this  being  approximately  the  book  investment  in 
these  improvements  (shafts,  stripping,  equipment,  buildings,  etc.),  the 
indicated  valuation  of  the  entire  property,  based  upon  such  fee  prices, 
would  range  from  $44,000,000  to  $79,000,000.  Even  allowing  as  much 
as  15  cents  per  ton  for  the  ore,  which  figure,  however,  is  discredited  by 
the  statement  of  the  mining  interests  above  quoted,  the  total  indi- 
cated valuation  of  the  property,  including  improvements,  would  be 
only  $114,000,000.  However,  tiiese  results  are  all  on  the  assump- 
tion that  all  the  ore  was  owned  in  fee,  whereas  at  least  one-half  of 
it  was  simply  leased.    As  stated  above,  such  leases  were  worth  leas 
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per  ton  than  fee  ore.  If  a  correction  were  made  for  this,  the  above 
amounts  would  be  substantially  reduced. 

Prices  paid  for  orb  propbrtt  by  thb  Steel  Corporation 
ITSELF. — The  most  important  single  block  of  ore  property  acquired 
by  the  Steel  Corporation  in  1901  was  that  of  the  Lake  Superior 
Consolidated  Iron  Mines.  An  official  statement  at  the  time  of 
the  purchase  placed  the  holdings  of  that  concern  anywhere  from 
a  minimum  of  300,000,000  tons  to  well  aboTe  400,000,000  tons; 
the  higher  estimate  later  proved  to  be  conservative.  Using  the 
lower  figure,  it  will  be  seen  that  the  holdinga  of  this  concern  repre- 
sented three-sevenths  of  the  total  accepted  estimate  of  700,000,000 
tons.  The  quality  of  the  ore  properties  of  this  company  as  a  whole 
was  certainly  equal  to  the  average  quality  of  all  the  ore  properties 
acquired  by  the.  Steel  Corporation.  The  proportion  of  the  fee  ore 
apparently  was  higher  than  for  the  other  ore  property  of  the  Cor- 
poration. By  determining  a  valuation  for  so  large  a  fraction  of  the 
total,  therefore,  it  is  possible  to  arrive  at  an  approximate  value  of  the 
entire  holdings  of  the  Corporation. 

The  Steel  Corporation  acquired  the  Lake  Superior  Consolidated 
concern  on  the  basis  of  $136  of  its  own  preferred  and  $135  of  its 
common  stock  for  each  $100  of  the  old  stock.  The  total  par  value 
of  Steel  Corporation  securities  thus  issued  was  roughly  $70,400,000. 
The  market  value,  based  on  the  average  prices  of  Steel  Corporation 
stocks  for  the  first  year  of  the  company's  operations  ($94  for  the 
preferred  and  $44  for  the  common),  was  approximately  $55,000,000. 
While  this  was  substantially  the  cash  price  obtained  by  the  owners, 
it  undoubtedly  far  exceeded  any  price  which  the  purchasers  would 
have  been  willing  to  pay  in  actual  cash.  Lideed,  the  market  prices 
of  the  securities  issued  for  this  concern  almost  certainly  overstate 
the  real  cash  value  of  the  property.  Such  prices  in  securities,  even 
when  reduced  to  the  basis  of  actual  market  value,  undoubtedly 
include  what  is  in  effect  a  price  paid  to  get  greater  control  of  the  ore 
situation. 

In  addition  to  its  ore  property,  the  Lake  Superior  Consolidated  Iron 
Mines  owned  the  entire  $2,512,000  capital  stock  and  $2,305,000  of  the 
bonds  of  the  Duluth,  Missabe  and  Northern  Railway.  This  raUroad 
was  exceptionally  valuable.  Its  average  earnings  in  1900  and  1901 
were  at  the  rate  of  over  50  per  cent  yearly  upon  the  capital  stock.  Its 
operating  expenses  in  1900  were  less  than  45  per  cent  of  the  gross 
earnings.  (See  p.  60.)  Moreover,  the  capital  securities  of  this  road 
appear  to  have  been  fairly  well  protected  by  tangible  assets  alone. 
Without  allowing  anything  for  earning  power,  therefore,  the  invest- 
ment value  of  these  railroad  securities  at  par,  plus  $3,000,000  to 
cover  the  surplus  on  April  1,  1901^  was,  approximately,  $7,817,000. 
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Applying  the  rates  of  exchange  into  United  States  Steel  stock — 
$135  for  the  preferred  and  $135  for  the  common  for  each  $100  of  the 
Lake  Superior  Consolidated  stock — ^to  this  figure,  gives  a  total  of, 
roughly,  $10,553,000  of  each  class  of  stock  which  may  be  considered 
as  having  been  issued  for  this  railroad  property.  Deducting  this 
from  the  total  amounts  of  Steel  Corporation  stock  issued  for  the  entire 
property  of  the  Lake  Superior  concern  (roughly  $39,708,000  of  each 
class)  there  would  be  left  $29,155,000  of  each  class  for  the  ore  property. 
The  market  value  of  this  stock  at  the  average  prices  above  given  ($94 
for  the  preferred  and  $44  for  the  conmion)  would  be  $40,234,000. 

Using  the  minimum  estimate  of  300,000,000  tons,  this  price  was 
equivalent  to  13.4  cents  per  ton  for  the  ore;  using  the  estimate  of 
400,000,000  tons  the  average  would  be  almost  exactly  10  cents  per 
ton.  These  prices,  it  should  be  noted,  include  fee  inines,  leaseholdSi 
and  improvements,  collectively,  and  not  merely  fee  ore.  The  pro- 
portion of  fee  ore  in  the  Consolidated  company's  holdings,  as  just 
stated,  was  apparently  hi^er  than  for  the  other  ore  property  acquired 
by  the  Steel  Corporation  taken  as  a  whole.  The  property,  moreover, 
included  a  large  number  of  improved  mines. 

Applying  these  averages  to  the  accepted  estimate  of  700,000,000 
tons  as  the  total  ore  tonnage  of  the  Steel  Corporation  in  1901,  the  total 
cost  of  the  acquisitions  of  ore  property  (with  improvements),  had  it 
all  been  acquired  on  the  same  average  basis  per  ton  (assuming  the 
same  proportions  for  fee  and  leasehold  mines)  as  this  ore  of  the  Lake 
Superior  Consolidated  L*on  Mines,  would  have  ranged  from  about 
$70,000,000  to  $94,000,000,  according  to  the  tonnage  assumed  for  the 
Lake  Superior  Consolidated  Iron  concern. 

Calculations  thus  based  upon  this  Consolidated  Iron  Mines  purchase 
must  be  regarded  as  liberal  and  probably  excessive.  The  rates  of 
exchange  allowed  the  Consolidated  stock  are  in  themselves  indicative 
of  an  excessive  payment.  These  rates  figure  out  an  approximate  cash 
yield  of  $186  for  each  share  of  the  Consolidated  Iron  Mines  stock, 
whereas  down  to  the  close  of  1899  the  highest  price  for  the  stock  for 
many  years  appears  to  have  been  $60  per  share,  and  the  highest  price 
down  to  the  close  of  1900,  $75  per  share.  It  is  incredible  that  there 
could  have  been  any  such  rapid  increase  (nearly  250  per  cent)  in  actual 
market  value  in  this  short  interval.  The  chief  owners  of  the  Lake 
Superior  ConsoUdated  stock  were  Standard  Oil  capitalists  who  were 
under  no  pressure  to  sell,  and  who  must  have  recognized  the  strategic 
position  which  the  ownership  of  this  ore  and  railroad  property  gave 
them,  and  who  certainly  must  have  intended  to  name  what  they 
considered  a  high  price.  The  organizers  of  the  Steel  Corporation  on 
their  side  were  naturally  willing  to  pay  an  extremely  liberal  price 
for  this  extensive  property,  particularly  in  view  of  the  important 
degree  of  monopolistic  control  over  ore  transportation  which  was 
thereby  secured.    As  will  be  shown  in  a  later  part  of  the  report,  the 
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profits  of  thes6  ore  railroads  have  been  exceptdonallj  high.  Alto- 
gether, therefore,  the  above  totals  of  from  $70,000,000  to  $94,000,000, 
or,  at  any  rate,  the  latter  figure,  must  be  regarded  as  a  rery  liberal 
uxdication  of  the  ralue  of  the  entire  ore  property  of  the  Steel  Corpo- 
ration. A  special  reason  for  this  view,  moreover,  is  that  this  purchase 
apparently  included  a  relatively  laiger  proportion  of  fee  ore  than 
obtained  in  the  case  of  the  remainder  of  the  Corporation's  ore.  For 
example,  the  important  holdings  of  the  Carnegie  interests  were  almost 
entirely  leaseholds. 
Value  of  Steel  Cobpobation's  fee  obe  fbopebtt  in  1901  as 

INDICATED  BY  '' PRESENT   WOBTH"  OF  BOTALTIES  ON  LEASED  OBE. — 

The  third  method  employed  by  the  Bureau  for  estimating  the  value  of 
the  ore  property  of  the  Steel  Corporation  in  1901  is  based  upon  a  com- 
putation of  the '  'present  worth' '  of  royalties  on  leased  ore.  As  already 
stated,  a  very  common  method  of  acquiring  iron-ore  property  is  by 
lease,  the  lessee  mining  the  ore  and  paying  a  stipulated  sum  per  ton 
(''royalty")  as  each  year's  production  is  mined  and  shipped.  The 
royalty  therefore  measures,  roughly  speaking,  the  cost  or  worth  of  the 
ore  in  the  ground  for  that  portion  which  is  immediately  mined. 
However,  it  is  obvious  that  the  present  worth  of  the  royalties  for 
the  output  of  a  distant  year  is  less  than  the  value  of  the  royalty  for 
the  same  amount  of  production  in  the  current  year,  first,  because  the 
lessor  (i.  e.,  the  owner  of  the  ore)  does  not  receive  payment  therefor 
until  a  distant  year,  such  payment  having  a  present  value  determined 
by  the  principles  of  discount,  and,  second,  because  he  is  meanwhile 
exposed  to  various  risks  attendant  on  the  progress  of  mining  the  ore, 
which  tends  of  course  to  enhance  the  rato  of  discount.  Therefore  the 
owner  would  be  willing  to  sell  his  mine  at  a  sum  considerably  less 
than  the  a^^egate  of  the  royalty  payments  which  he  might  expect 
to  realize  if  he  leased  it  over  a  long  period  of  years.  Similarly,  the 
lessee,  if  he  were  to  purchase  the  mine  in  fee  instead  of  making  a 
lease,  would  expect  to  pay  very  much  less  than  the  aggregate  of  such 
royalties.  The  exact  price  which  he  would  be  willing  to  pay  probably 
would  not  be  computed  by  this  method.  But  it  is  reasonably  certain 
that  on  the  average  such  cash  prices  for  ore  in  fee  would  be  less  than 
the  present  worth  of  the  aggregate  royalty  paj^ments,  discounted  at  a 
reasonable  rato  of  interest.  A  particular  reason  is  that  a  fee  pur- 
chaser must  bear  the  risk  of  ownership,  such  as  the  failure  to  find 
as  much  ore  as  expected,  the  discovery  of  more  valuable  deposits  by 
competitive  interests,  or  other  contingencies  which  might  adversely 
affect  the  value  of  the  lease,  particularly  the  possibility  that  the  ore 
might  not  be  extracted  as  rapidly  as  anticipated.  A  further  reason 
is  that  the  provisions  of  iron-mining  leases  are  in  many  respects  lib- 
eral to  the  lessee,  thus  making  him  the  more  indisposed  to  purchase 
in  fee,  unless  the  price  is  low. 
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Such  calculations  of  the  present  worth  of  royalty  payments  there- 
fore are  of  great  service  as  affording  another  means  for  determining 
the  value  of  this  ore  property  of  the  Corporation. 

In  making  such  a  computation  of  present  worth  it  is  necessary  to 
determine  upon  four  factors,  as  follows: 

L  The  tonnage  of  the  deposit. 

n.  The  average  rate  of  royalty. 

m.  The  rate  of  discoxmt  (or  interest). 

IV.  The  estimated  duration  of  the  deposit. 

Tonnage  of  the  deposit, — ^The  tonnage  of  the  depoat  controlled  by 
the  Corporation  in  1901  may  be  accepted,  as  in  the  preceding  calcu- 
lations, at  700,000,000  tons. 

Rate  of  royalty. — ^The  rate  of  royalty  can  be  taken  at  28  cents,  as 
this  was  the  actual  average  for  17,000,000  tons  of  Lake  ore  in  1902 
(1901  data  not  being  secured).  This  represented  the  great  bulk  of 
the  royalty  ore  output  of  the  Lake  district  in  that  year.  It  may  be 
noted  that  in  addition  to  the  royalties  there  frequently  were  ''bonus" 
payments;  these  are  considered  later.     (See  p.  34.) 

In  recent  years  there  has  been  a  rather  decided  increase  in  rates 
of  royalty  on  new  leases  in  the  Lake  region.  (See  p.  48.)  However, 
this  increase,  much  of  which  is  undoubtedly  due  to  the  great  concen- 
tration of  ore  properties  in  a  few  hands,  should  not  be  taken  account 
of  in  this  discussion  of  values  in  1901. 

Rate  of  discount. — ^As  to  the  rate  of  interest  for  figuring  discount, 
it  is  obvious  that  in  a  mining  enterprise,  which  always  involves  a 
large  element  of  risk,  the  prospective  purchaser  would  be  disposed 
to  discount  the  value  at  a  rather  high  rate.  The  Bureau,  however, 
in  order  not  to  underestimate  the  value  of  the  ore  property,  has 
based  its  conclusions  in  the  main  upon  a  discount  rate  of  6  per  cent. 
This  may  be  too  low  a  rate  in  view  of  the  risks  involved,  but  the 
total  difference  in  the  indicated  value  of  a  deposit  of  not  over 
700,000,000  tons  arrived  at  by  the  use  of  this  rate  as  compared  with 
a  considerably  higher  rate  is  not  of  great  importance  in  relation  to 
the  enormous  total  of  the  Steel  Corporation's  capitalization.  In 
the  body  of  the  report,  however,  the  values  are  computed  at  several 
different  rates. 

Duration  of  deposit. — An  exhaustion  period  for  an  ore  body  of 
700,000,000  tons  can  be  estimated  from  the  actual  production  from 
1901  to  1910.  The  production  of  the  Steel  Corporation's  mines  for 
the  entire  year  1901  (including  the  operations  of  the  subsidiary  com- 
panies for  the  period  from  January  1  to  March  31)  was,  roughly, 
13,000,000  tons,  and  for  the  five-year  period  ended  with  1906  it  aggre- 
gated about  73,000,000  tons.  In  the  next  five  years  it  increased  to 
103,000,000  tons,  and  a  further  increase  would  naturally  be  expected. 
In  view,  however,  of  the  fact  that  the  production  of  the  first  10  yeaiB 
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was  only  about  176|000,000  tons,  or  a  little  over  one-fourth  of  the 
eetimated  total  of  700,000,000  tons,  it  seems  improbable  that  the 
remaining  three-fourths  will  be  exhausted  within  an  additional  period 
of  20  years;  that  is,  within  a  30-year  period  from  the  organization  of 
the  Corporation.  Calculations  are  shown  in  the  body  of  the  report, 
however,  based  upon  periods  of  26  years,  30  years,  and  35  years. 

For  all  practical  purposes,  in  dealing  with  an  estimated  deposit  of 
700,000,000  tons,  the  rate  of  production  during  the  exhaustion  period 
may  be  regarded  as  uniform.  A  rough  calculation  by  a  more  scien- 
tific method  involving  the  construction  of  a  probable  ''curve  of 
production"  is,  however,  given  in  the  body  of  the  report. 

It  must  be  remembered  that  this  700,000,000  tons  was  simply  the 
total  ore  holdings  in  1901,  the  date  now  under  discussion.  This 
figure,  of  course,  does  not  include  very  considerable  additional  hold- 
ings acquu^  by  the  Corporation  since  1901. 

Indicated  valuations  of  fee  ore. — Assuming  an  exhaustion  period  of 
30  years  and  taking  the  royalty  at  the  actual  gomg  average  of  28 
cents,  and  discounting  this  royalty  at  6  per  cent  interest,  the  indi- 
cated worth  of  this  ore  body  of  700,000,000  tons  in  1901,  if  houghi 
in  fee,  is,  roughly,  $95,300,000.  The  Bureau  has  given  chief  weight 
to  these  factors.  Aswiming  an  exhaustion  period  of  35  years  and 
a  uniform  rate  of  production,  the  indicated  value  would  be  about 
S86,000,000.  If  a  higher  rate  of  discount  were  used,  these  valuations 
would  be  reduced. 

It  should  be  noted  that  rather  wide  differences  in  the  original  fao* 
tors  assumed  produce  only  moderate  discrepancies  in  the  final  results. 
Moreover,  the  results  arrived  at  by  the  combination  of  any  credible 
set  of  factors  indicate  a  valuation  only  a  small  fraction  of  that 
claimed  by  the  Steel  Corporation  in  its  estimate  of  1902.  As  shown 
later,  the  valuations  obtained  by  this  method  work  out  in  surprising 
agreement  with  those  obtained  by  the  two  methods  already  used. 

The  valuation  of  $95,300,000,  it  will  be  seen,  is  equivalent  to  almost 
exactly  13.6  cents  per  ton  for  fee  ore.  When  it  is  recalled  that  a  dele- 
gation of  n:iining  interests  in  the  Minnesota  Legislature  as  late  as  1909 
stated  that,  so  far  as  they  had  been  able  to  ascertain,  15  cents  was  the 
highest  price  ever  paid  for  ore  in  fee,  it  would  appear  that  the  average 
valuation  here  given  is  high,  even  as  an  expression  of  the  going  value 
of  fee  ore.  Only  a  portion  of  the  Steel  Corporation's  ore  was  owned 
in  fee.  Possibly  not  one-third,  or  even  one-fourth,  of  the  total  esti- 
mated tonnage  of  700,000,000  tons  was  thus  owned  in  1901.  In  order 
to  insure  a  sufficiently  liberal  valuation  of  the  ore  property,  however, 
the  Bureau  has  made  its  computations  on  the  assumption  that  one- 
half  of  the  total  amount  was  owned  in  fee.  At  an  average  valuation 
of  13.6  cents  per  ton  the  total  indicated  value  of  this  portion  of  the 
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Corporation's  ore  property  would  be  approximately  $47,600,000. 
While  this  figure  is  probably  high,  the  Bureau  has  also  allowed  for  the 
fact  that  bonus  payments  might  be  obtainable  in  the  event  of  a  trans- 
fer of  these  holdings  under  lease  at  an  average  royalty  of  28  cents. 
This  addition  is  stated  below. 

Transfer  value  of  leases. — ^The  value  of  the  leases  as  distinct  from  that 
of  the  ore — that  is,  of  the  privilege  of  mining  ore  at  stipulated  royal- 
ties— ^may  be  considered*  as  measured  approximately  by  the  bonus 
payments  which  such  leases  would  command  if  transferred.  Broadly 
speaking,  the  bonus  is  the  amount  paid  for  the  purchase  of  a  leasehold 
with  its  improvements.  The  actual  average  bonus  payments  on  23 
leases  made  during  the  period  1900-1902,  as  reported  to  the  Bureau 
by  Dwight  E.  Woodbridge,  a  mining  engineer  of  Duluth,  were  almost 
exactly  3  cents  per  ton.  It  is  possible  that  this  would  be  a  sufficiently 
liberal  allowance  to  apply  to  the  entire  350,000,000  tons  of  the  Steel 
Corporation's  ore  assumed  to  have  been  held  under  lease.  It  might, 
however,  be  argued  that  the  leases  of  the  Steel  Corporation  under  the 
stipulated  royalties,  had  they  been  on  the  market  in  1901,  would  have 
commanded  a  rather  higher  average  bonus.  The  Bureau,  therefore, 
in  order  to  fix  upon  a  value  which  can  not  be  challenged  on  the  ground 
of  undervaluation  has  allowed  an  average  of  6  cents  per  ton,  or 
double  the  average  for  the  23  mines  above  referred  to.  This  average 
of  6  cents,  applied  to  the  assumed  leasehold  tonnage  of  350,000,000 
tons,  gives  a  total  of  $21,000,000. 

This  covers  the  bonus  value  of  the  leased  ore.  It  should  be  noted 
here  that  in  using,  for  this  calculation  of  fee-ore  values,  the  average 
going  royalty  of  28  cents  per  ton,  nothing  has  been  allowed  for  the 
possibility  that  had  all  the  fee  ore  of  the  Corporation  been  available 
for  lease  in  1901  it  might  also  have  commanded  a  bonus  over  that 
rate,  which  of  course  was  largely  governed  by  royalties  on  old  leases. 
However,  the  royalties  prevailing  in  1901  do  not  appear  to  have  been 
greatly  in  excess  of  those  of  earlier  years.  One  reason  for  this  may 
have  been  that  the  State  of  Minnesota  was  then  leasing  considerable 
tracts  of  State  ore  lands  at  a  uniform  royalty  of  25  cents  per  ton. 
Still  again,  part  of  the  fee  ore  owned  by  the  Steel  Corporation  was  of 
low  grade,  so  that  it  is  exceedingly  doubtful  whether  it  could  have 
been  leased  at  more  than  the  current  average  rate  of  28  cents  per  ton 
used  in  the  preceding  calculation.  However,  the  Bureau  has  also 
made  an  addition  of  6  cents  per  ton,  or  $21,000,000,  to  the  value  of  the 
fee  ore  as  above  computed,  this  increase  being  equivalent  to  the 
average  value  of  bonuses  appUed  to  leased  ore.  It  is  certain  that  this 
valuation  for  the  fee  ore  is  excessive.  It  gives  the  fee  ore  a  value 
of  19.6  cents  per  ton,  whereas  the  maximum  price  paid  for  such  ore 
as  late  as  1909,  according  to  competent  authorities,  was  reported  at 
15  cents  per  ton. 
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IkDIOATED    TOTAL    YALUATION    BT   DISOOUKT    METHOD. — ^The  total 

indicated  yaluation  of  the  entire  deposit  of  700,000,000  tons  by 
this  discount  or  ''present-worth"  method  therefore  amounts  to 
$89,600,000,  as  follows: 

1.  $47,600,000,  for  the  ralue  of  the  fee  ore  based  upon  the  average 
going  royalty  in  1901,  without  any  allowance  for  bonus. 

2.  $21,000,000,  to  cover  the  possible  bonus  value  of  such  fee  ore 
over  and  above  the  preceding  valuation,  had  it  been  available  for 
lease  in  that  year. 

3.  $21,000,000,  for  the  transfer  or  bonus  value  of  the  leaseholds 
themselves. 

It  is  probable  that  this  valuation  of  $89,600,000  is  sufficiently 
liberal.  While  no  specific  amount  has  been  allotted  in  this  estimate 
for  improvements  to  mining  property,  the  bonus  additions,  aggregat- 
ing for  the  fee  and  leased  ore  together  no  less  than  $42,000,000, 
undoubtedly  include  a  veiy  substantial  amoimt  for  such  improve- 
ments. The  actual  book  value  of  the  improvements  to  the  Steel 
Corporation's  mining  property  in  1901,  it  will  be  recalled,  was  about 
$9,000,000.  To  add  this  sum  to  the  preceding  total  of  $89,600,000, 
would  undoubtedly  result  in  duplication.  However,  it  is  possible 
that  the  bonus  calculations  may  not  be  sufficient  to  cover  all  of  the 
improvements  to  mining  property.  The  Bureau  has  allowed  for  this 
in  its  final  estimate. 

Sttmmary  of  orb  valuations. — Comparing  the  Bureau's  estimates 
of  this  ore  property  by  the  several  methods  described,  it  will  be 
seen,  first,  Uiat  the  current  prices  of  fee  ore  indicate  that  the  fee 
properties  and  leaseholds  of  the  United  States  Steel  Corporation  were 
worth  much  less  than  $90,000,000;  second,  that  the  terms  of  the  pur- 
chase of  the  Lake  Superior  Consolidated  Iron  Mines  indicate  a  total 
value  for  all  the  ore  property  of  the  United  States  Steel  Corporation 
in  1901  of  not  over  $70,000,000  to  $94,000,000;  and,  third,  that  the 
valuation  based  on  present  worth  of  royalties  and  bonus  values  of 
leases  indicates  that  the  same  property  was  worth  about  $90,000,000. 

Altogether  there  can  be  no  doubt  that  an  estimate  of  from 
$90,000,000  to  $95,000,000  as  the  value  of  this  ore  property  would 
be  sufficiently  high.  Taking  all  the  facts  into  consideration,  how- 
ever, the  Bureau  concluded  to  allow  a  round  value  of  $100,000,000 
for  the  ore  property  in  1901. 

It  is  worth  calling  passing  attention  to  the  fact  that  in  the  year 
1902  the  total  valuations,  as  assessed  for  taxation,  of  all  iron-mining 
properties  in  the  States  of  Minnesota  and  Mchigan,  of  which  at  that 
time  the  United  States  Steel  Corporation  probably  owned  not  much 
over  one-half,  was  only  about  $54,000,000.  Practically  all  the  Cor- 
poration's ore  holdings  were  then  in  these  two  States.  In  other 
words,  the  Corporation's  ore  property,  which|  lor  taxation,  was 
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probably  assessed  at  considerably  less  than  $40,000,000,  was,  for  the 
purpose  of  justifying  its  capitalization,  ralued  at  $700,000,000.  Of 
course,  it  is  not  intended  to  say  that  the  tax  valuations  represented 
the  full  value  of  the  property. 

SUIOCABY   OF   BUBEAU'S   VALUATIONS   BT  DBFABTMENTS   OF  THB 

BUSIKBSS. 

The  valuations  for  the  different  classes  of  the  property  of  the 
Corporation  in  1901,  arrived  at  by  the  Bureau  by  this  third  method, 
are  in  the  following  table  summarized  and  compared  with  those  of 
the  Corporation  in  1902,  as  already  given  on  page  2L 

VALUE  OF  TANGIBLE  ASSETS  ACQX7IBBD  BY  STEEL  CORPORATION  IN  1901,  AS  COM- 
PUTED BT  BUREAU.  COICPARED  WITH  ESTIMATE  OF  CORPORATION  BUBMITT£I> 
IN  THE  HODGE  BXHT  IN  JXTLY,  19(8. 


Chasofprapcrtj. 


OnpnpMtjr 

ManuiMtaiiiig  plints,  fawhicUng  blast  fnraaoes . 

Railroad,  steamiihlp,  and  dock  property 

Coal  and  ooke  property 

Natonl-gas  property 

Limestone  properties 

Cash  and  cash  assets 


Total. 


Bnnaix's  es- 
timate of  tan- 
fiblc  values 
tnl901. 


9100,000,000 

200^000,000 

91,600,000 

80,000,000 

90,000,000 

4,000,000 

196,600,000 


682,000,000 


Corporation's 

estimate  of  tan- 

fible  values  tn 

1902. 


t700'',000,000 

848^000,000 

•120^840,000 

100,000,000 

90,000,000 

4,000,000 

•104,660,000 


1,467,000,000 


Difl( 


t600,QQ0»«» 

96^000^000 
98,840,000 
90,000,000 


28,160,000 


776,000,000 


1 A  part  of  tlie  differences  between  the  two  estimates  Is  acooonted  fbr  tbroocfh  additions  made  to  pn^ertj 
during  the  interval  from  April  1, 1901,  to  July  1, 1902,  snoh  additions,  of  course,  being  included  in  the  Cor- 
poration's figures. 

•  This  figure  includes  940,340,000  of  indebtedness  whioh  was  not  included  in  the  estimate  of  Hhs  Coip^ 
ration,  this  addition  being  made  in  ord«  to  render  the  estimates  comparable. 

•  In  arriving  at  tUs  flgun  purohase-money  obligations  and  xeal-ertate  mortgages  of  816,989/)00,  whldh 
wera  deducted  by  the  Corporation  (saa  table  on  p.  31),  were  restored  by  the  Bureau  to  mako  tte 
amounta  comparable. 

The  total  valuation  of  $682,000,000,  it  will  be  seeHi  is  less  than  one- 
half  the  value  claimed  by  the  Corporation  in  1902.  Nevertheless, 
in  every  case  the  valuations  of  the  Bureau  are  beUeved  to  be  liberaL 
As  aheady  noted,  the  estimates  of  the  Corporation  include  additions 
to  the  property  up  to  July  1,  1902.  Such  additions,  however,  would 
explain  only  an  insignificant  part  of  the  discrepancy,  and,  in  the  case 
of  the  ore,  are  entirely  negUgible. 

It  may  be  repeated  that  the  Bureau's  figures  do  not  allow  for  any 
additional  value  which  may  have  been  imparted  to  these  properties 
by  the  mere  act  of  consoUdation.  A  large  part  of  any  such  addition 
is  properly  excluded  from  consideration,  as  it  must  have  been  due  in 
a  measure  to  concentration  of  ownership  and  control  or  the  restric- 
tion of  competition.    While  the  merger  of  such  properties,  particu- 
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hrfy  on  account  of  greater  integration,  might  hare  imparted  a  con- 
siderable value  to  them  as  going  concerns  orer  and  above  the  aggregate 
of  the  valuations  prior  to  coxisolidation,  it  is  impossible  to  separate  any 
such  increase  in  value,  due  to  coordination  and  integration,  from  the 
increase  due  to  the  elimination  of  competition,  and  therefore  no 
quantitative  statement  of  such  additional  value  has  been  attempted 
by  the  Bureau. 

OOMPABISON  OF  VALUATIONS  OF  STEEL  OOBFORATIOK'B  PROPBBTY  IN 

1901  WITH  rrs  oapitalization. 

The  Bureau's  valuations  of  the  Steel  Corporation's  property  in 
1901,  arrived  at  by  these  different  methods,  may  now  be  compared 
with  its  outstanding  capitalization  at  that  time.  This  is  done  in  the 
following  table: 

COMPARISON  OF  ESTIMATES  OF  VALTTE  OF  PROPERTY  OF  UNITED  STATES  STEEL 
CORPORATION  AT  ITS  ORQANIZATION  IN  1901,  WITH  PAR  VALUE  OF  ITS  SECURITIES. 


1    « 

Excess  of  86* 

curities  OTcr 

estlmatet. 


Total  Oftpitalintioii  in  April,  1901,  Inclndlng  undeiljriiic  bonds  and  po^ 
dhasMnoney  obllgattons i  $1,403,846,817 

IbTOBtiDMLt  In  teoflble  pnipeity  abma.  Indicated  by  bistoikal  analysis..        870,000.000 

Value  of  all  property,  tan^ble  and  intangible^  as  Indioated  by  market 
prices  of  securities  of  constitaentoonoeina 793,000,000 

Value  of  tangible  proper^  as  estimated  by  departments  of  the  business..        082,000,000 


S7»,84e,8l7 

609,810,817 
730,846,817 


>  Bzdadlng  $685,407  mmoqaired  stock  In  oonstitoont  conoenis  fbr  which  no  corresponding  deduotlOB 
was  made  In  the  first  and  third  estimates. 

It  will  be  seen  at  once  that  the  securities  issued  by  the  Steel  Cor- 
poration very  greatly  exceeded  the  indicated  value  of  the  property 
acquired,  as  established  by  any  one  of  the  three  methods  of  valuation. 
The  valuation  of  the  tangible  property  arrived  at  by  historical  study, 
as  well  as  that  by  departments  of  the  business,  shows  an  excess  of 
capitalization  greater  than  the  indicated  value  itself.  The  valuation 
by  departments,  namely,  {682,000,000,  shows  an  excess  of  nearly 
$721,000,000.  Even  taking  the  indicated  market  value  of  the  securi- 
ties of  the  subsidiary  concerns,  namely,  $793,000,000,  which  valuation 
indudes  the  public  estimate  for  intangible  considerations  as  well  as 
physical  property,  the  excess  of  the  Steel  Corporation's  capitalization 
was  still  over  $609,000,000.  Naturally  the  valuation  arrived  at  by 
this  method  exceeded  those  obtained  in  the  other  two  cases. 

The  Bureau  does  not  contend  that  the  capitalization  of  the  Steel 
Corporation  should  have  been  fixed  at  any  one  of  the  three  valuations 
here  presented.  All  that  is  attempted  at  the  moment  is  to  present  a 
comparison  of  these  valuations  with  the  capitalization.  The  figures 
flhow  clearly  that  the  entire  issue  of  approximately  $608|000^000  of 
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common  stock  of  the  Steel  Corporation  in  1901  had  no  physical  prop- 
erty back  of  it,  and  also  a  considerable  fraction,  say  from  one-fifth 
to  two-fifths,  of  the  preferred  stock  was  likewise  unprotected  by 
physical  property.  Even  granting  that  there  may  have  been  a  con- 
siderable value  in  intangible  considerations,  it  is  reasonably  clear  that 
at  least  the  entire  issue  of  conunon  stock,  except  in  so  far  as  what 
may  be  termed  "merger  value '^  may  be  considered,  represented 
nothing  but  "water." 

While,  therefore,  it  is  not  the  purpose  of  this  report  to  say  what 
should  have  been  the  capitalization  of  the  Steel  Corporation,  it  is 
obvious  that  the  company  was  heavily  overcapitalized,  judged  by 
any  reasonable  standard. 

OVEROAPrrALIZATION  INDIOATED  BT  ENORMOUS  COMMISSION  TO  UNDEB- 

WBrriNO  SYNDICATE. 

Very  convincing  evidence  of  a  ruling  tendency  toward  excessive  capi- 
talization is  afforded  by  the  enormous  payment  the  Steel  Corporation 
allowed  its  underwriting  syndicate.  This  syndicate,  as  shown  else- 
where, provided  the  Corporation  with  $25,000,000  of  cash  capital  and 
also  incurred  expenses  of  about  $3,000,000  either  in  buying  scattered 
parcels  of  stock  or  otherwise,  making  its  total  cash  expenditure 
$28,000,000.  For  this  cash  consideration,  plus  its  imderwriting  serv- 
ices, the  syndicate  received  from  the  Steel  Corporation  the  enormous 
total  of  practically  1,300,000  shares  of  its  stock  (half  preferred  and 
half  common)  of  an  aggregate  par  value  of  practically  $130,000,000. 
This  stock  appears  to  have  realized  approximately  $90,500,000  (count- 
ing $4,000,000  unsold  preferred  stock  at  par) ,  leaving  as  profit  to  the 
syndicate,  over  and  above  the  $28,000,000  cash  expenditure  noted, 
a  net  sum  of  about  $62,500,000.  Of  this,  one-fifth,  or  $12,500,000, 
went  to  the  syndicate  managers  for  their  services  as  such,  the 
remaining  $50,000,000  being  distributed  to  the  syndicate  members. 

There  can  be  no  question  that  this  huge  compensation  to  the 
syndicate  was  greatly  in  excess  of  a  reasonable  payment.  For  the 
$28,000,000  cash  consideration  the  syndicate  was  properly  to  be 
reimbursed,  and  furthermore  was  entitled  to  additional  compensation 
for  raising  that  amount.  Moreover,  the  syndicate  was  entitled  to 
some  compensation  for  its  other  services.  Clearly,  however,  these 
services  can  not  be  considered  as  worth  the  huge  sum  actually  allowed. 
The  syndicate  was  under  no  obligation  whatever  to  see  the  organiza- 
tion of  the  Steel  Corporation  through,  but,  on  the  contrary,  the 
syndicate  managers  expressly  reserved  the  right  at  any  time  in  their 
own  discretion  wholly  to  abandon  the  transaction.  The  risk  of  the 
syndicate  over  and  above  the  $28,000,000  cash  consideration,  there- 
fore,  can  not  be  considered  great.  It  is  true  that  the  nominal  liability 
of  the  syndicate  was  $200|000|000j  but  it  was  generally  understood 
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at  the  time  that  only  $25,000,000  in  cash  would  be  called  from  syndi- 
aate  members,  and  this  was  the  full  amount  actually  called.  More- 
over, the  syndicate  was  obligated  to  provide  only  $25,000,000  cash 
capital  (aside  from  certain  expenses)  to  the  Steel  Corporation,  and 
the  fact  that  the  nominal  liability  of  the  syndicate  was  $200,000,000 
could  not  increase  this  cash  obligation  to  the  Corporation,  but  was 
simply  an  arrangement  between  the  syndicate  managers  and  the 
syndicate  members. 

It  should  be  pointed  out  that  the  syndicate  managers  were  promi- 
nently identified  with  the  management  of  several  of  the  companies 
acquired  by  the  Steel  Corporation,  and  also  with  the  management  of 
the  Corporation  itself.  Three  partners  of  the  firm  of  J.  P.  Morgan  & 
Co.,  the  syndicate  managers,  were  on  the  directorate  of  the  Corpo- 
ration, and  one  of  them  was  also  chairman  of  the  finance  committee. 
Moreover,  the  underwriting  syndicate  included  the  heads  of  several 
constituent  companies.  These  facts  are  entitled  to  great  weight  in 
connection  with  this  enormous  conunission  allowed  to  the  syndicate. 
In  other  words,  as  managers  of  the  Steel  Corporation  these  various 
interests  virtually  determined  their  compensation  as  underwriters. 

This  extravagant  compensation  to  the  underwriting  syndicate  may 
fidrly  be  cited  as  further  evidence  of  a  general  disposition  toward 
excessive  issue  of  securities. 

This  huge  commission,  it  should  be  noted,  followed  very  liberal 
commissions  allowed  at  earlier  dates  to  the  promoters  of  several  of 
the  various  constituent  companies.  Assuming  that  of  the  total  of, 
roughly,  $65,000,000  par  value  each  of  preferred  and  common  stock 
allowed  the  Steel  Corporation  underwriting  syndicate,  $28,000,000  of 
each  class  (a  conmion  basis  of  compensation  in  such  cases)  was  for  the 
cash  consideration  noted,  there  would  be  left  as  a  commission  alone 
$37,000,000  par  value  of  each  class,  or  a  total  of  $74,000,000  par 
value.  Adding  to  this  the  amounts  allowed  for  similar  commissions 
in  the  case  of  constituent  companies  at  the  dates  of  their  respective 
organizations,  and  taking  into  account  that  the  stock  so  issued  by 
constituent  companies  received  the  same  terms  of  exchange  from  the 
Steel  Corporation  as  other  stock  of  the  same  class,  it  would  appear 
that  of  the  Steel  Corporation's  stock  in  1901  at  least  $160,000,000 
(this  including  over  $40,000,000  of  the  preferred)  was  issued  either 
directly  or  indirectly  for  such  promotion  or  underwriting  services, 
this  being  over  and  above  the  enormous  amounts  of  common  stock 
issued  as  a  bonus  for  property  and  for  cash. 
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ADDITIONS  TO  FBOPBBTY  OF  THB  BTBBL  OOBPOBATIOIT  BIHOB 

1001. 

Since  1901  the  Steel  Corporation  has  greatly  increased  its  inyest- 
ment.  This  increase  has  come  about  in  two  ways — first,  and  most 
important,  through  new  construction  and  additions  by  the  invest- 
ment of  surplus  earnings  and  new  capital  derived  from  the  sale  of 
securities;  and,  second,  through  the  acquisition  of  competing  con- 
cerns through  issue  of  securities  directiy  therefor. 

The  capital  additions  to  fixed  property,  by  classes,  are  stated  an- 
nually in  the  published  reports  of  the  Corporation,  except  for  those 
made  through  the  acquisition  of  the  Union  Steel  Company  in  1902, 
the  Clairton  Steel  Company  in  1904,  and  the  Tennessee  Coal,  Iron 
and  Railroad  Company  in  1907.  AU  three  of  these  properties  were 
acquired  substantially  through  the  issue  or  assumption  of  bonds, 
and  the  actual  investment  of  the  Steel  Corporation  tiierein  has  been 
taken  as  the  par  value  of  such  bonds  (with  the  exception  of  a  small 
amount  of  such  bonds  purchased  by  the  Steel  Corporation  in  the 
open  market  at  less  than  par,  and  used  in  part  payment  for  the 
Clairton  and  Tennessee  concerns).  This  investment  may  differ  from 
a  fair  value  of  these  acquisitions,  but  for  the  present  purpose  this 
need  not  be  considered. 

By  combining  the  net  additions  to  fixed  property  made  tiuK>ugh 
direct  expenditure  and  through  such  acquisitions,  with  the  increase 
in  the  current  assets,  and  adding  these  amounts  to  the  original  value 
in  1901,  as  computed  by  the  Bureau  (which  has  been  considered  as 
the  Corporation's  investment  at  that  time),  the  total  investment  of 
the  Corporation  at  the  close  of  1910  may  be  determined.  Such  total 
investment,  it  is  true,  may  not  represent  the  actual  value  of  the 
tangible  property  of  the  Steel  Corporation  on  that  date,  particularly 
on  accoimt  of  appreciation  ia  the  value  of  natural  resources,  indud- 
iog  real  estate.  The  rise  in  value  of  property  of  the  Corporation 
between  1901  and  the  close  of  1910,  however,  would  necessarily  have 
to  take  account  of  the  great  concentration  of  control  of  the  indus- 
try enjoyed  by  the  Steel  Corporation,  particularly  with  respect  to 
the  ownership  of  ore.    This  is  a  factor  that  can  not  be  measured  here. 

Therefore,  the  Corporation's  investment  in  its  properties,  rather 
than  the  valuation  of  these  properties,  is  the  proper  basis  for  the 
current  discussion,  as  well  as  for  computing  profits  taken  up  later. 

The  following  table  shows  the  additions  to  the  investment  of  the 
Steel  Corporation  from  1901  to  1910,  together  with  certain  deductions 
for  depreciation  which  were  considered  by  the  Bureau  as  proper; 
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NET  ADDITIONS  TO  INVS8T1CBNT  07  STEEL  CORPOKATION,  APRIL  1,  1901,  TO 

DECEMBER  31,  1910. 


Dtscilptioii. 


Total 
■dditloos. 


EsttiDAtod 

tnwdepTMl- 

ftUon. 


Axnoant 
made  good 
byexpendl- 

tnnsnot 
capltalisad. 


Netont- 
standiiu 
depredation 
to  be  de- 
ducted from 
iBYeetmont. 


Net  addi- 
tions to 
liiTeitment. 


Vtzed  property  (ezdndTe  of  Gary 
Mid  Tennenee  Ooa!,  Iron  and 
BaOroad  Company): 

Mannfcflturing 

Iran  ore. ............... ....... 

Coal  and  ooke 

Tnuisportatlon 

Mlwenanaoaa  fixed  property... 
OIlMraMetK 

Delirred  obaivHi 

tofettmenti. ................. 

Sinktogftrnda 

(terentaasets 

Ttttrt 

Qary^Ianti 

Tennessee  Coal,  Iron  and  R.B.  Co.*. 
Add  property  adjoetmenta 

Orand  total 


tl51,480,4« 

63,003,931 

81,113, 808 

74,541,029 

8,548,868 

18,248,678 

3,138,804 

10,007,086 

101,688,544 


8107,000,068 

80,283,487 

31,220,960 

87,836,966 

4,243,636 


888,918,509 

3,345,010 

5,634,666 

18,468,331 

1,436,083 


818,141,544 

37,048,481 

15,686,331 

38,874,024 

3,807,544 


8138,888,008 

84,145,460 

18,426,983 

50,666,406 

8,741,013 

18,248,678 

2,128,864 

16,067,666 

101,683,544 


480,890,620 

69,078,696 

60,488,618 

8,063,594 


200,154,117 


111,695,603 


88,468,614 


2,856,003 


1,883,848 


1,098,160 


872,441,008 

69,978,695 

59,445,368 

8,063,504 


504,410,837 


1308,010,120 


113,528,446 


■  89,481,674 


504,928,668 


»Indudee  dty  of  Oary  and  railroad  property.   The  figure  Is  the  oonatmotion  ooat.   Depredation  of 
this  plant  b  induded  in  the  flgores  giren  above.    (See  note  1,  Table  88,  p.  810l) 
•Original  ooet  of  fixed  property  pliia  rabeeqaent  addltione. 
•Exdadlng  an  item  of  8886481  whieh  eoold  not  te  dlitrlbatad. 

The  figures  of  true  depreciation  given  in  this  table  represent  the 
entire  estimated  depreciation  in  the  properties  of  the  Corporation, 
including  exhaustion  and  obsolescence.  The  bulk  of  such  physical 
depreciation  was  made  good  by  expenditures  on  these  properties 
which  were  not  capitalized,  thus  leaving  a  balance  which  may  be 
termed  a  "net  accrued"  or  ''outstanding"  physical  depreciation  not 
made  good,  which  balance  has  been  set  against  the  additions  in  order 
to  arrive  at  the  net  additions  to  the  investment. 

In  the  case  of  the  manufacturing  properties  the  total  allowance  for 
estimated  true  depreciation  is  equivalent  to  rather  less  than  4  per 
cent  yearly  on  the  average  investment  in  these  (excluding  land) .  Tida 
might  at  first  sight  seem  too  small.  However,  there  was  also  expended 
during  this  period  no  less  than  $180,000,000  (1901  figures  estimated) 
in  so-called  ordinary  maintenance  and  repairs,  which  items  apparently 
go  far  toward  maintaining  these  properties  in  a  high  state  of  efficiency. 
The  sum  of  these  provbions  for  repairs,  maintenance,  and  deprecia- 
tion is  equivalent  to  about  10  per  cent  yearly  upon  the  average 
investment  in  these  properties,  again  exduding  land.  These  provisions 
taken  together  appear  to  be  sufficient.  ^ 

The  allowance  for  depreciation  of  ore  property,  $30,293,497,  is 
equivalent  to  about  17  cents  per  ton  on  the  actual  production.    A  part 

>  For  a  nx>re  pcedae  statement,  see  pages  304-806. 
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of  this  represents  depreciation  of  improyements,  and  a  small  part  is  for 
exhaustion  of  timber  on  ore  lands.  The  greater  part  of  this  allowance^ 
however,  is  for  exhaustion  of  the  ore.  It  seems  rather  high,  especially 
in  yiew  of  the  fact  that  the  bulk  of  the  production  was  from  leaseholds 
and  not  from  fee  mines,  but  the  Bureau  has  allowed  it  to  stand 
for  the  purposes  of  the  present  discussion  because  of  the  great  diffi- 
culty involved  in  making  a  satisfactory  division,  and  the  relatively 
small  importance  which  any  changes  so  made  would  have  in  the  final 
computation  of  either  investment  or  of  profits. 

The  total  of  $21,220,986  for  depreciation  of  coal  and  coke  property 
allows  about  10  cents  per  ton  as  exhaustion  proper  of  high-grade 
coking  coal  distinct  from  exhaustion  of  other  coal  and  depreciation 
of  coke-oven  property  and  mine  improvements. 

The  depreciation  allowed  for  the  transportation  property,  chiefly 
on  railroads,  seems  high  in  view  of  the  liberal  expenditures  for  ordi- 
nary maintenance,  but  the  Bureau  has  accepted  it.  The  amount  as 
given  includes  an  allowance  of,  roughly,  $6,700,000  for  obsolescence, 
as  distinct  from  actual  depreciation,  made  on  the  theory  that  when 
the  ore  along  the  line  of  these  railroads  is  exhausted  the  railroad 
property  itself  will  lose  the  great  bidk  of  its  value.  The  provisions 
in  the  case  of  the  steamship,  dock,  and  miscellaneous  properties  ap- 
pear reasonable. 

In  all  cases  the  expenditures  for  ordinary  maintenance  and  repairs 
have  been  large.  Such  expenditures  for  all  classes  of  property  for  the 
period  from  1902  to  1910  aggregated  $245,271,000  (1901  figures  never 
having  been  compiled). 

Having  determined  upon  an  estimate  of  the  true  total  depreciar 
tion  for  the  purpose  of  computing  the  investment,  the  Bureau  has, 
therefore,  in  the  table  on  page  41,  deducted  from  the  investment  those 
portions  of  the  depreciation  or  the  net  accrued  depreciation  which  had 
not  actually  been  made  good  by  expenditures  upon  the  respective 
properties. 

While,  therefore,  the  total  allowances  for  depreciation  for  certain 
classes  of  property  appear  somewhat  excessive,  the  Bureau,  after 
analysis,  has  for  the  purpose  of  computing  the  investment  accepted 
these  estimates  as  the  actual  depreciation  of  the  Corporation's  physi- 
cal properties.  They  differ  somewhat  from  the  provisional  allowances 
as  stated  in  the  annual  reports.  These  provisional  allowances  in  a 
few  cases  were  admittedly  excessive  or  included  amounts  not  repre- 
senting actual  depreciation.  Such  excessive  provisions  have  been 
excluded  by  the  Bureau  and  also  restored  to  the  earnings  (see  p.  63). 
The  total  depreciation  allowances  given  in  the  table  include  provi- 
sions for  blast-furnace  relining,  which  in  the  annual  reports  are  not 
included  under  the  provisional  depreciation  allowances. 
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The  constituent  companies  of  the  Corporation  very  properly  com- 
pute their  depreciation  charges  (including  exhaustion)  on  the  original 
cost  ofy  or  investment  in,  the  various  properties  and  not  on  the 
replacement  cost  (either  actually  incurred  or  anticipated) . 

In  addition  to  the  provisions  for  depreciation  above  described| 
the  Steel  Corporation  writes  off  its  property  account  each  year  other 
vaiying  sums,  usually  of  large  amount.  These  further  sums,  how- 
ever, as  explained  by  the  Corporation  to  the  Bureau,  do  not  represent 
true  depreciation  based  on  original  cost  or  purchase  value  of  the 
physical  property  to  subsidiary  concerns,  but  are  instead  an  offset  of 
a  part  of  the  inflated  valuations  at  which  Uxe  stocks  of  the  subsidiary 
companies  are  carried  on  the  books  of  the  Steel  Corporation.  Sudi 
additional  amounts  written  off  by  the  Steel  Corporation  itself,  on 
account  of  over  capitalization,  while  probably  entirely  justified  from 
that  standpoint,  have,  however,  no  relation  to  the  real  depreciation 
of  such  first  cost  of  the  physical  properties,  and  consequently  have  not 
been  deducted  from  earnings  by  the  Bureau. 

The  treatment  of  these  various  depreciation  charges  is  fully 
explained  in  the  body  of  the  report. 

INDICATED  INVKSTICBMT  IN  THE  PBOPEBTY  OF  THE  STEBIi  OOB- 
POBATION AT  THE  OIiOSE  OF  1907  COHPABED  WITH  APPBAISAIi 
MADE  BY  OOBPOBATION  AT  THAT  DATE. 

By  combining  the  net  additions  to  the  property  of  the  Corporation 
from  1901  to  1910,  as  stated  in  the  preceding  table,  with  its  investment 
in  1901  the  investment  at  the  close  of  1910  is  obtamed.  Before  doing 
this,  however,  it  is  desirable  to  make  an  intermediate  comparison  of 
the  total  investment  at  the  close  of  1907  with  an  appraisal  of  the 
various  properties  of  the  constituent  concerns  which  was  made  at 
that  date  by  the  Coiporation  itself. 

This  appraisal  of  tiie  Steel  Corporation  at  the  dose  of  1907  is  in 
the  following  table  compared  with  the  indicated  investment  in  the 
property  at  that  date,  as  computed  by  the  Bureau  by  adding  to  the 
values  determined  upon  by  the  Bureau  for  April,  1901  (see  table  on 
p.  36),  the  net  additions  down  to  the  close  of  1907,  computed  in  the 
manner  already  indicated  in  the  table  on  page  41« 
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BUREAU'S  X8TDCATB  OF  mVESTliENT  IN  PROPERTY  OF  STEEL  CORPORATION  AT 
CLOSE  OF  1907  COMPARED  WITH  CORPORATION'S  ESTIMATE  OF  VALUE  AT  THAT 
THiE. 


Description. 


Fixed  property  (ezdnsive  of  Gary  and  TenDeesee  Coal, 
Iron  and  Railroad  Company): 

Mannfaotoring 

Iron  ore  and  timber 

Coal  and  ooke 

Transportation 

MisoeUaneous  flzad  property « 

Ofber  assets: 

Deferred  chaiges 

Investments 

Sinklnfrfands 

Corrent  assets 


Total 

Gary  plant  4 

Tennessee  Coal,  Iron  and  Railroad  Company. 
Sondry  adjustments 

Grand  total 


Investment  as 

computed  by 

Boreao. 


t8M,441,140 

110,870,749 

95.557,205 

127,013,555 

26,286,798 

6,201,734 

1,717,120 

82,442,402 

220,347,488 


1,002,840,186 
24,068,888 
49,842,296 

2,017,733 


1,078,763,608 


Value  as  est^ 

mated  by  Coc^ 

poiatHB* 


8867,688,230 

1641,242,880 

142,521,913 

145,048,041 

19,619,062 


82,442,402 
229,847,483 


1,677,864,001 
24,063,888 
49,747,753 


1,651,665,142 


88,191,0B» 
621, 368,  m 

46,964,706 
18,084,488 


675,013,816 


•«,0/7,7S8 


672, 901, 5M 


I  Indndes  aboot  85,700,000  of  timber  property. 

•  This  excess  of  the  Bureau's  figure  over  that  of  the  Corporation  is  chfefly  due  to  the  fact  that  in  com- 
puting the  investment  in  1901  the  Bureau  allowed  a  very  liberal  valuation.  The  Corpontion  contends 
that  its  1907  appraisal  of  these  properties  was  very  conservative. 

•  Excess  ever  Corporation's  estfanate,  which  did  not  include  these  items  specifically,  but  which,  how 
ever,  allows  fsr  most  of  them  in  other  items. 

4  Includes  city  of  Gary  and  raOroad  property. 

•  Excess  over  Coiporatioa's  estimate. 

The  Corporation's  valuation  of  the  manufacturing  properties  was 
made  in  great  detail  and  it  is  claimed  that,  apart  from  the  real  estate 
of  these  plants,  which  was  separately  itemized,  the  figm-es  were  for 
the  construction  cost.  They  agree  substantially  with  those  of  the 
Bureau. 

The  Corporation's  appraisal  value  of  the  transportation  properties 
considerably  exceeds  the  investment  figure  of  the  Bureau. 

The  excess  of  the  Corporation's  figure  for  coal  and  coke  over  that 
of  the  Bureau  is  chiefly  due  to  the  fact  that  it  represents  a  current 
valuation,  whereas  the  Bureau's  figure  is. the  valuation  in  1901  plus 
the  actual  cost  of  subsequent  investment,  without  allowing  for  any 
appreciation  during  this  interval.  Undoubtedly  there  had  been  some 
appreciation  in  the  coal  property  during  the  period  1901-1907.  This 
must  be  attributed  in  part  to  the  fact  that  the  great  bulk  of  the 
Connelbville  coking  coal  lands  was  owned  by  the  Steel  Corporation. 

The  figure  used  for  the  Gary  plant  is  the  Corporation's  figure  of 
construction  cost. 
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The  fixed  property  of  the  Tennessee  Coal,  Iron  and  RaUroad  Com* 
pany  has  been  entered  by  the  Bureau  at  its  cost  in  bonds  issued  by 
the  Steel  Corporation  and  underlying  bonds  assumed  (subsequent 
additions  also  being  included).  The  price  paid  for  the  stock  as 
measured  by  the  market  value  of  the  bonds  so  issued  was  equivalent 
to  about  the  par  value  of  the  Tennessee  company's  stock,  or  roughly, 
$30,000,000  over  and  above  bonded  debt.  The  value  of  the  property 
represented  by  this  stock  is  difficult  to  estimate.  For  two  years  prior 
to  the  sale  the  average  price  of  the  stock  on  the  New  York  Stock 
Exchange  was  about  $146  per  share.  Ths  stock,  however,  was  a  noto- 
riously speculative  security  so  that  the  market  quotations  are  an 
uncertain  guide.  A  consolidated  balance  sheet  of  the  company  of 
October  31,  1907,  or  just  before  the  transfer  of  the  company  to  the 
United  States  Steel  Corporation,  showed  a  surplus  of  $1,199,823,  thus 
making  the  book  value  of  the  stock  about  $104.  The  fixed  property 
in  this  balance  sheet  was  carried  at  $44,988,699,  which  amount  was 
at  once  written  down  by  the  Steel  Corporation  to  $44,037,140,  this 
placing  the  plants  at  $15,382,234,  the  mineral  lands  and  certain  real 
estate  at  $26,525,144  (except  for  an  interest  in  the  Potter  Ore  Com- 
pany carried  at  $398,000),  the  balance  representing  miscellaneous 
real  estate  and  railroad  property.  There  is  reason  to  believe  that  the 
plants  were  considerably  overvalued.  The  book  valuation  of  its  min- 
eral properties  appears  to  have  been  liberal.  Although  these  were 
enormous  in  extent,  the  market  value  was  very  low  as  compared  with 
northern  coal  or  Lake  Superior  ore,  first  on  account  of  the  low  grade 
and  second  because  of  the  great  abundance  of  such  raw  materials  in 
that  region  as  compared  with  the  market  demand  therefor. 

Altogether  it  is  doubtful  whether  the  tangible  property  (including 
working  assets)  after  allowing  for  bonds  exceeded  the  par  of  the  stock. 
However,  the  property  probably  had  a  potential  value  in  excess  of 
these  assets,  which  value  presumably  was  taken  account  of  by  the 
Steel  Corporation.  While  the  removal  of  competition  may  have 
influenced  the  price,  stiU,  taking  all  the  property  into  consideration, 
the  Bureau  has  deemed  it  reasonable  to  enter  it  at  the  actual  cost. 

Therefore,  as  in  the  case  of  the  Corporation's  estimate  of  1902,  the 
principal  difference  between  its  figures  and  those  of  the  Bureau  in 
this  comparison  for  1907  occurs  in  the  item  of  iron  ore.  Here  the 
valuation  claimed  by  the  Corporation  is,  roughly,  $641,000,000, 
whereas  the  indicated  investment  in  this  property,  as  determined  by 
the  Bureau,  is  only  $120,000,000.  As  repeatedly  pointed  out,  the 
Bureau's  figure  of  investment  in  this  ore  property  is  not  an  expression 
of  the  actual  value  of  that  property  at  the  close  of  1907.  The  Bureau 
has  not  attempted  a  valuation  of  the  ore  property  at  that  time.  A 
very  large  proportion  of  the  available  ore  of  the  Lake  Superior  region 
had  passed  into  the  hands  of  a  very  few  concerns,  and  especially 
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into  the  hands  of  the  Steel  Corporation  itself.  Unquestionably  this 
great  concentration  of  ownership  and  control  had  much  to  do  with 
whatever  appreciation  in  ore  values  may  have  taken  place  since 
1901.  Even  if  a  fair  market  value  of  the  ore  property  in  1907  were 
established,  it  would  so  largely  reflect  the  influence  of  this  concen- 
tration of  ownership  as  to  be  imsatisf^tory  for  the  purpose  of  this 
discussion.  It  would  be  practically  impossible  to  measure  and  thus 
to  segr^ate  the  appreciation  in  ore  valuations  which  has  come  about 
solely  from  the  concentration  of  ownership,  from  that  which  might 
have  occurred  under  mora  competitive  conditions.  Therefore,  in- 
stead of  attempting  to  value  this  ore  property,  the  Bureau  has  simply 
presented  a  statement  of  the  aggregate  actual  investment. 

While,  however,  the  Bureau  has  not  attempted  to  make  a  definite 
valuation  of  the  ore  property  of  the  Steel  Corporation  at  the  close  of 
1907,  it  should  be  pointed  out  that  the  value  of  $641,000,000  claimed 
by  the  Steel  Corporation  is  greatly  excessive.  Of  this,  roughly, 
$607,000,000  was  for  ore  (fee  properties  and  leaseholds) — as  dis- 
tinct from  improvements — covering  a  tonnage  of  approximately 
1,182,000,000  tons,  or  an  average  of  61  cents  per  ton.  Convincing 
evidence  that  this  valuation  is  excessive  is  shown  by  the  actual  cost 
of  additions  to  the  ore  property  since  1901.  The  total  capital  expend- 
itures upon  ore  property  by  the  Corporation  from  April  1, 1901,  to  the 
close  of  1907  before  deducting  depreciation  were  $38,600,000.  Of  this 
total,  approximately  $19,000,000  represents  the  amount  expended 
for  ore,  including  fee  and  leasehold  properties  collectively.  The  total 
additions  to  the  ore  reserves  of  the  Corporation  by  this  expenditure 
(again  taking  leaseholds  and  fee  properties  collectively)  were  certainly 
several  hundred  million  tons;  this  not  including  the  ''Hill ''  ore,  which 
the  Steel  Corporation  itself  did  not  include  as  an  asset  in  its  appraisal 
(except  for  certain  expenditures  for  development  work  and  advanced 
royalties).  The  exact  amount  added  can  not  be  stated  because  large 
additions  to  the  estimated  total  have  been  made  by  proving  up  ore 
land  owned  in  1901. 

It  is  worth  noting,  incidentally,  that  this  valuation  of,  roughly,  51 
cents  per  ton  at  the  close  of  1907  compares  with  a  valuation  in  the 
Hodge  suit  in  1902  of  $1  per  ton.  Since  there  had  been  some  appreciar- 
tion  in  ore  values  during  this  interval,  the  1902  estimate,  it  will  be 
seen,  is  very  thoroughly  discredited  by  the  Corporation's  own  figures 
of  1907. 

Therefore  the  average  cost  per  ton  of  the  ore  acquired  since  1901, 
again  taking  fee  and  leaseholds  collectively,  was  only  a  few  cents, 
whereas,  as  just  shown,  the  total  value  claimed  by  the  Steel  Corpora- 
tion indicated  an  average  of  over  50  cents  a  ton.  While  the  original 
cost  of  a  mining  property  is  not  a  reliable  indication  of  its  value  sub- 
sequently, it  is  impossible  to  accept  an  average  valuation  of  as  much 


UNITED  STATES  STEEL  COBPOBATIOIT.  47 

as  50  cents  per  ton  for  the  ore  of  the  Steel  Corporation,  in  view  of 
the  low  actual  cost  of  the  enormous  qtiantity  acquired  during  this 
period.  There  is  no  satisfactory  explanation  why  ore,  which,  for 
purposes  of  purchase  from  outside  concerns,  is  worth  only  a  few  cents 
per  ton  suddenly  becomes  worth  50  cents  by  the  mere  act  of  transfer 
to  the  United  States  Steel  Corporation.  Therefore  the  inevitable 
conclusion  is  that  the  Steel  Corporation's  appraisal  of  1907,  just  as 
its  estimate  in  the  Hodge  suit  in  1902,  placed  an  extravagant  valua- 
tion upon  its  ore  property. 

It  shoidd  be  pointed  out  that  the  bulk  of  the  Steel  Corporation's 
ore  property  in  1907  consisted  of  leaseholds  and  not  ore  in  fee.  For 
the  mining  of  ore  from  such  leaseholds,  the  Corporation  must,  of 
course,  pay  a  royalty.  In  other  words,  for  the  greater  part  of  its 
ore  property  the  Steel  Corporation  merely  had  an  equity  interest  in 
the  ore.  It  is  inconceivable  that  this  equity,  together  with  the  value 
of  the  ore  owned  in  fee,  could  have  been  anything  like  the  total 
valuation  claimed  by  the  Steel  Corporation  in  its  foregoing  appraisal, 
although  this  equity  in  old  leases  had  increased  somewhat  dming 
this  period,  owing  to  some  advance  in  the  average  rates  of  royalty 
on  new  leases. 

Gbeat  Nobthebn  ore  lease. — Aa  noted  above  the  Corporation  in 
its  valuation  of  its  property  in  1907,  did  not  enter  anything  for  the 
value  of  the  Great  Northern  or  "HiU"  ore  lease.  This  lease,  on 
accoimt  of  the  royalties  provided  therein,  has  often  been  referred  to 
as  an  indication  of  the  increased  value  of  Lake  ore. 

The  Great  Northern  Railway  interests,  which  had  acquired  control 
of  immense  tonnages  of  ore  by  purchase  or  lease  for  tiie  protection 
of  the  traffic  of  their  railroad,  transferred  the  larger  part  of  these 
holdings  by  lease  to  the  Steel  Corporation  at  the  beginning  of  1907. 
Under  this  lease  the  Steel  Corporation  agreed  to  mine  the  ore  and 
ship  it  over  the  Great  Northern  Railway  and,  substantially,  to  pay, 
for  the  year  1907,  a  royalty  at  the  rate  of  85  cents  per  ton  on  dried 
ore  containing  59  per  cent  iron.  In  each  successive  year  the  royalty 
was  to  be  increased  by  3.4  cents  per  ton.  For  ores  richer  or  leaner  in 
iron  a  sliding  scale  of  royalties  was  provided  which  was  also  subject  to 
the  same  yearly  additions  of  3.4  cents.  Very  high  minimum  ton- 
nages were  also  agreed  upon,  increasing  from  750,000  tons  in  1907  to 
8,250,000  tons  in  1917,  after  which  a  fixed  minimum  of  8,250,000 
tons  was  stipulated.  It  was  provided  that  the  Steel  Corporation 
might  cancel  the  lease  January  1,  1915,  on  giving  2  years'  notice. 

While  the  average  royalty  which  will  actually  be  payable  under 
this  lease  will  depend  on  the  quality  of  the  ore  shipped,  the  indica- 
tions from  the  royalties  paid  on  shipments  up  to  1910,  inclusive,  are 
that  the  average  iron  content  has  not  fallen  very  much  below  the 
59  per  cent  grade  of  ore. 
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A  royalty  of  85  cents  with  annual  increases  of  3.4  cents  is  absoltttelj 
unprecedented  in  the  Lake  ore  trade.  It  is  true  that  one  or  two 
leases  have  been  made  for  small  and  exceptionally  yaluable  ore 
deposits  with  fixed  royalties  of  $1  per  ton.  The  royalties,  however, 
on  all  new  leases,  other  than  the  Hill  lease,  which  the  Steel  Corporar 
tion  has  made  from  the  beginning  of  1907  to  the  present  time  ap- 
parentiy  will  not  ayerage  over  40  cents  per  ton.  MoreoTer,  there  is 
no  indication  that  either  the  average  quality  of  the  ore  on  the  Hill 
lease  or  the  costs  of  mining  it  justify  the  payment  of  exceptionally 
high  royalties.  The  royalties  stipulated  in  the  Hill  lease,  therefore, 
were  and  are  still  far  above  the  market  value. 

The  only  reasonable  explanation  of  this  extraordinary  transaction 
is  that  the  Steel  Corporation  desired  to  prevent  this  ore  either  from 
being  mined  and  sold  to  independent  producers,  thus  possibly  depress- 
ing the  price  of  ore,  or  from  being  utilized  by  the  Hill  interests  to 
build  up  a  new  and  dangerous  competitor  in  the  iron  and  steel  busi- 
ness, thus  depressing  the  market  prices  of  iron  and  steel  products. 
The  Steel  Corporation  was  the  only  concern  in  the  iron  and  steel 
business  which  was  strong  enough  financially  and  which  had  a  suffi- 
ciently large  productive  capacity  even  to  consider  the  taking  over  of 
such  a  large  quantity  of  ore  at  such  a  high  royalty. 

The  Steel  Corporation  expressly  disclaims  any  intention  to  head  off 
competition  by  this  lease,  and  asserts  that  it  merely  desired  to 
strengthen  its  ore  reserves.  Whatever  the  motive  for  this  transaction, 
its  practical  effect  was  to  forestall  competition  as  well  as  to  increase 
the  Corporation's  control  of  the  ore  resources  of  the  country.  As 
the  rate  of  royalty  agreed  on  was  greatly  in  excess  of  current  market 
rates  on  ordinary  transactions,  it  is  not  smprising  that  the  Corpora- 
tion made  no  daim  to  an  increase  of  its  assets  on  account  of  this 
lease. 

The  high  royalty  named  in  this  lease,  therefore,  instead  of  being 
indicative  of  a  marked  enhancement  in  ore  values,  is  rather  evidence 
of  the  extent  to  which  the  Steel  Corporation  was  willing  to  go  in  order 
to  prevent  this  ore  from  falling  into  the  hands  of  rival  interests. 

INVESTMENT  OF  STEEL  OOBPOBATION  AT  THE  CLOSE  OF  1010. 

The  Steel  Corporation  has  made  no  detailed  appraisal  of  its  prop- 
erties siQce  the  close  of  1907.  The  Bureau's  computation  of  the 
investment  in  the  Corporation's  property  down  to  the  close  of  1910 
is  given  in  the  following  table: 
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nVESTiaBNT  IN  TANOIBLB  PBOPERTY  OF  8TBBL  QOBPOEATION  ON  DXOBMBBB  9U 

1910,  AS  COMPUTXD  BY  BUBXAU. 


Doioiiptloii. 


XnTOBtment 
1901. 


Netaddltlont 

igoi-ioio.' 


Total  Invest 

ment  Deo.  U. 

1910. 


Fixed  property  (exclusive  of  Gary  and  Tennessee  Coal, 
Iron  and  BaUioad  Company): 

Miwinfcctnrlpg  _ .  i, .  ^  x  ^ 

IioBore 

Coal  and  ooke 

Transportatioii 

MisceUaDioas  fixed  property 

Other  assets: 

Deferred  ehaifes 

ZoTeslnents 

Sinking  funds 

Current  assets 


t2fiO,000,OQO 

100,000,000 

80,000,000 

91,500,000 

24,000,000 

2,068,027 
241,030 


134,224,089 


1138,888,906 

84,145,450 

18,425,982 

00,686,406 

3,741,012 

18,243,678 

2,128,364 

16,067,668 

101,883,544 


8883,888,906 

184,146,460 
98,425.963 

142,166,406 
28,741,013 

16^831,706 

2,809,804 

16,067,906 

235,907,683 


Total 

Gary  plant  > 

Tennessee  Coal,  Iron  and  Railroad  Company. 
Adjaatmsnta* 


682,053,385 


873,441,006 

60,978,606 

•59,445,358 

3,063,504 


1,064,494,391 

69,978,696 

69,445,358 

3,083,594 


Qnnd  total. 


683,053,386 


604,928,668 


1,186,982,088 


1  As  per  table  on  page  41. 

*  Inelades  elty  of  Gary  and  railroad  property. 

*  Original  coat  of  fixed  property  and  additions  thereto  since  Its  aeqvisitioD. 

*  flondry  adjustments  made  in  the  balance  sheet  without  distribution  by  classes  of  property. 

The  Bureau  has  therefore  computed  the  actual  inveBtment  of  the 
Steel  Corporation  in  its  rarious  properties  at  the  dose  of  1910  at 
$1,186,982,038.  This  compares  with  a  total  valuation  in  April,  1901, 
of  $682,053,385.  In  other  words,  during  the  period  from  April,  1901, 
to  December  31,  1910,  the  Corporation  has  made  an  additional  net 
investment  in  its  properties  of  no  less  than  $504,928,653.  Of  this 
amount,  roughly,  $435,000,000  was  virtually  provided  from  earnings 
These  amounts,  it  should  be  noted,  are  over  and  above  the  allowance 
for  ordinary  maintenance  and  repairs  and  for  actual  net  depreciation 
as  given  above  (p.  41). 

This  great  addition  to  the  investment  of  the  Steel  Corporation  has 
eliminated  a  considerable  amoimt  of  the  ''water"  in  the  original 
capitalization  of  the  company.  The  increase  in  the  investment  does 
not,  however,  exactly  measure  the  amount  of  water  or  inflated  capi- 
talization thus  offset,  partly  because  the  capitalization  of  the 
Corporation  has  not  been  the  same.  In  the  first  place,  the  capitali- 
zation has  been  considerably  increased,  particularly  through  the  issue 
of  new  bonds  and  other  forms  of  indebtedness  and  also  through  the 
assumption  of  liabilities  of  several  concerns  which  have  been  ac- 
quired.   On  the  other  hand,  a  part  of  this  increase  has  been  offset  by 
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the  liqmdation  of  a  part  of  the  bonded  indebtedness.  Although  the 
preferred  stock  of  the  Corporation  was  reduced  in  1903  by  S150|000,000, 
this  was  accomplished  only  by  a  corresponding  increase  in  the  bonded 
debt,  by  the  so-called  bond  conversion  plan,  a  sererely  criticized 
operation  and  one  involving  certain  objectionable  features,  fully 
discussed  in  the  body  of  the  report.  The  total  net  outstanding 
capitalization  of  the  Steel  Corporation  on  December  31, 1910  Qnclud* 
ing  with  the  capitalization  the  purchase-money  obligations  and  real- 
estate  mortgages,  as  in  previous  instances,  but  excluding  S620,352 
par  value  of  stocks  of  subsidiary  companies  not  held  by  United  States 
Steel  Corporation),  was  $1,468,033,260.  The  excess  of  the  capitali- 
zation over  the  indicated  investment  ($1,186,982,038)  was,  therefore, 
$281,051,222,  whereas  at  its  organization  in  1901  the  disparity  be- 
tween the  two  figures  was  $720,846,817.^  It  is  apparent,  therefore, 
that  a  large  part  of  the  water  in  the  capitalization,  as  it  may  be 
called,  has  been  eliminated. 

The  Steel  Corporation  undoubtedly  would  contend  that  there  was 
not  a  disparity  of  $281,000,000  between  its  capitalization  and  the 
actual  value  of  its  property  at  the  dose  of  1910.  Indeed,  the  Steel 
Corporation  in  its  balance  sheet  of  December  31,  1910,  claimed  total 
assets  (after  deduction  of  current  liabilities)  of  approximately 
$1,693,000,000,  or,  roughly,  $225,000,000  over  and  above  the  out- 
standing capitalization  as  above  stated.  Of  this  excess  $164,000,000 
was  surplus  and  the  balance  sundry  reserves.  This  balance  sheet 
valuation,  it  will  be  seen,  is  about  $500,000,000  in  excess  of  the 
investment  as  computed  by  the  Bureau. 

The  Steel  Corporation  in  defending  its  1910  book  valuation 
undoubtedly  would  rely  in  the  main  upon  two  considerations — first, 
that  there  has  been  an  appreciation  in  its  natural  resources,  par- 
ticularly ore,  and  second,  that  there  is  a  so-called  "merger  value" 
attaching  to  its  properties  because  of  their  combination  and  coordina- 
tion under  a  single  control. 

So  far  as  the  ore  is  concerned,  there  has  been  no  such  mailed 
appreciation  as  the  Steel  Corporation  claims.  Moreover,  a  con- 
siderable part  of  whatever  actual  appreciation  has  occuired  in  ore 
values  undoubtedly  is  due  to  the  rapid  concentration  of  ore  property 
in  the  hands  of  a  comparatively  few  interests,  and  especially  in  the 
hands  of  the  Steel  Corporation  itself. 

With  respect  to  ''merger  value,"  it  is  probably  true  that  the 
various  properties  acquired  by  the  Steel  Corporation,  taken  together 
with  the  organization  of  this  company  as  a  going  concern,  do  have 
a  value  in  excess  of  the  sum  of  their  values  as  separate  entities.  The 
coordination  and  integration  made  possible  by  the  combination  of 
such  properties  under  a  single  control  undoubtedly  tend  to  reduce 
costs  either  through  economies  or  through  removing  the  necessity 
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of  paying  profits  to  others.  Further,  in  so  far  as  the  concentration 
of  the  industiy  under  the  control  of  a  single  concern  gives  to  it 
a  monopolistic  power  over  production  and  prices,  this  may  result 
in  an  increase  in  its  earning  power  and  consequently  in  an  increase 
in  its  value  as  a  going  concern.  This  involves,  however,  the  reduc- 
tion of  actual  or  potential  competition.  Indeed,  much  of  what  is 
ordinarily  termed  merger  value,  in  so  far  as  it  exists,  is  to  a  greater 
or  less  degree  a  monopolistic  value.  To  allow  a  single  company, 
which  has  secured  the  bulk  of  a  given  industry,  credit  for  such  mer- 
ger value,  as  a  basis  on  which  to  earn  profits,  raises,  therefore,  a  ques- 
tion of  far-reaching  public  poUcy.  In  the  absence  or  ineffectiveness 
of  competition,  either  actual  or  potential,  earnings  might  be  ob- 
tained which,  if  capitalized  at  an  ordinary  rate  of  profit,  would  give  a 
value  or  capitalization  greatly  in  excess  of  the  real  investment.  To 
regard  a  valuation  so  arrived  at  as  justifying  such  profits  under  these 
conditions  would  be  reasoning  in  a  circle,  because  the  real  question  is 
whether  the  profits  themselves,  used  to  determine  the  capitalization, 
were  reasonable.  For  the  reasonableness  of  profits,  only  two  criteria 
are  practically  available,  namely,  first,  the  existence  of  free  and 
fair  competition,  and,  second,  the  rate  of  profit  on  the  actual  invest- 
ment. Of  these  two  criteria  the  second  is  the  only  practicable 
one  available;  where  competition  is  not  effective.  Therefore  both 
because  of  the  vital  issue  involved,  as  well  as  because  of  the  prac- 
tical consideration  of  establishing  an  investment  which  shall  permit 
of  intelligent  discussion  of  profits,  the  Bureau,  while  admitting  there 
is  an  element  of  merger  value  in  a  going  concern,  either  from  great 
concentration  of  control,  monopolistic  power,  or  other  influences, 
has  made  no  addition  therefor  to  the  investment  of  the  Steel 
C!orporation. 

PROFITS  OF  THE  STBBL  COBPOBATION. 

The  profits  earned  upon  the  investment  of  the  Steel  CSorporation, 
as  computed  by  the  Bureau,  have  averaged  12  per  cent  for  the 
entire  period  from  1901  to  1910.  The  extreme  range  was  from  7.6 
per  cent  in  1904  to  15.9  per  cent  in  1902. 

In  making  a  comparison  of  profits  with  investment,  certain  revi- 
sions of  the  profit  statements  as  published  by  the  Corporation  in  its 
reports  were  necessary  to  conf  oim  to  the  revisions  made  by  the  Bureau 
in  the  investment.  Thus,  as  the  Bureau  has  considered  the  invest- 
ment as  a  whole  and  not  merely  the  equity  over  and  above  bonded 
indebtedness,  the  total  earnings  on  that  investment,  before  payment 
of  interest  on  such  indebtedness,  should  be  used ;  that  is  to  say,  the 
problem  is  to  determine  what  the  investment  as  computed  by  the^ 
Bureau  has  actually  earned  and  not  how  the  return  on  that  invest- 
ment has  been  distributed  among  the  different  security  holden. 
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Therefore,  the  Bureau  did  not  deduct  interest  chargee  from  the  eanir 
ings  as  reported  by  the  Corporation.  The  usual  operating,  admims- 
trative,  and  general  expenses  were,  of  course,  deducted,  and  also 
taxes,  in  accordance  wi^  the  usual  practice  of  corporations. 

Moreover,  the  Bureau  did  not  deduct  certain  locked-up  inventory 
profits,  so  called;  that  is,  intercompany  profits  on  sales  of  mate- 
rials between  subsidiary  companies,  whidi  have  not  been  realized  by 
final  sale  to  outside  interests.  Such  locked-up  inventory  profits  are 
tentatively  deducted  from  the  earnings  in  the  profit  statements  of  the 
Corporation  but  are  carried  as  a  suspended  surplus.  While  the  treat- 
ment of  this  item  is  debatable,  it  appeared  to  the  Bureau  reasonable 
not  to  deduct  such  locked-up  profits.  Even  assuming  that  a  lai^e 
part  of  these  inventories  were  to  be  sold  at  figures  which  would  fail  to 
realize  these  provisional  profits,  on  the  other  hand  the  Corporation 
probably  would  stock  up  again  with  low-cost  inventories  on  which 
there  would  subsequently  be  an  offsetting  profit.  It  is  a  fair  pre- 
sumption that  the  bulk  of  these  locked-up  profits  will  eventually  be 
realized. 

The  Bureau  has  also  revised  the  profit  statements  of  the  Corpora- 
tion by  readjustment  of  depreciation  charges.  As  shown  above,  in 
discussing  the  investment,  a  portion  of  the  amounts  provisionally 
set  aside  by  the  subsidiaries  of  the  Corporation  for  depreciation 
really  were  excessive,  judged  from  the  standpoint  of  investment  as 
computed  by  the  Bureau,  representing  either  unnecessaiy  provisions 
or  else  amounts  which  were  directly  applied  to  capital  additions  to  the 
property.  The  aggregate  of  these  excess  provisions  during  the  period 
from  1901  to  1910  was  approximately  S38,000,000.  This  amount  has 
therefore  been  restored  by  the  Bureau  (properly  distributed  by  years) 
to  the  profits  as  shown  by  the  Corporation's  reports.  (That  portion 
expended  in  additions  to  the  property  has  also  been  included  in  the 
investment.)  The  amounts  written  off  from  surplus  by  the  Corpora- 
tion itself  to  offset  inflation  of  capitalization  have  not,  of  course,  been 
deducted,  since  these  have  no  bearing  whatever  upon  the  true  depre- 
ciation of  the  property  nor  upon  the  true  earning  power  of  the 
Corporation. 

Tliere  are  one  or  two  other  items  concerning  which  there  might  be 
some  difference  of  opinion,  as,  for  instance,  the  amounts  set  aside 
each  year  to  provide  for  the  issuance  of  stock  on  a  profit-sharing 
basis  to  employees  of  the  Corporation*  Since, 'however,  it  might  be 
argued  that  the  amounts  thus  set  aside  really  were  equivalent  to 
additional  wages,  and  since  they  have  been  deducted  from  the  gross 
earnings  by  the  Corporation  itself,  the  Bureau  has  allowed  these 
deductions  to  stand. 

The  net  result  of  the  revisions  made  by  the  Bureau  in  the  profit 
statements  of  the  Corporation  on  account  of  these  various  it^ns  is 
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indicated  by  the  following  table,  which  shows  the  net  earnings  aa 
reported  by  the  Corporation  (these  being  the  earnings  before  deduct- 
ing interest  on  bonds  of  the  United  States  Steel  Corporation  itself, 
and  sinking-fund  proyiaions  on  such  bonds,  but  after  allowing  for 
sinking-fund  provisions  on  bonds  of  subsidiary  companies,  which  are 
in  the  main  regarded  as  representing  actual  depreciation  of  property), 
together  with  the  amounts  restored  or  added  by  the  Bureau,  and  the 
finally  adjusted  total: 

ACTUAL  SARNINQS  OT  STEEL  CORPORATION  ON  m  TOTAL  mVEBTMBNT,  AS  COM- 
PUTED BT  BUREAU,  lOOl-lUO. 


T«r. 


Ngtwming, 

■s  shown  by 

amnulroparls. 


Adtastmniti 

bj  Coiporation 

ingnndry 

tocomiti. 


Amoonti  nstond  to  wgnlnii  hj  Biumii. 


iDtenston 

bonds,  mort- 

g«ga,and 

porchsad- 

money  obll- 

fattonsof 

subsidiary 

oomptnisB. 


Looted-tQ) 

profltsln 

iBTentoriM. 


depneJAtian 
•lioi 


Total  adJnsM 
narnfnfi. 


19011 

19QS 

UOB 

1904. 

190S 

1906 

1907 

190B 

1909 

1910 

Total. 


075,000,280.9 
108,034,87436 

86,076,780.61 
«67,701,196.80 

96,432,098l98 
135^900,«3&16 
133,244,980.38 
•74,883,630.11 
107,773,099.90 
110,738,167.80 


-81,907,886.84 

-  6,427,640.33 
+     «13,10&84 

-  90,363.78 

-  91^601.10 

-  081,616. « 
+  894,084.69 
+     648,446l08 

-  818,182.04 


^,600,000.00 
0,113,684.34 
0,663,861.06 
0,678,146.64 
0,710,214.73 
0»  601,478. 70 
0,«3,19&43 
7,401,20&18 
7,887,178.18 
7,263,453.66 


980,046,83&66 


-  7,809,292.29 


60,066,317.81 


81,264,830. 
6,307,189. 
2,789,403. 
9,744,092. 
426,983. 
9,617,386. 
2,761,807. 


48 

83 

74 
61 
86 
64 

08 


-81,766,00a00 
8,003,272.00 
0,364,861.00 
■  031,166.00 
8,480,088.00 
8,210,388.00 
0,010,673.00 
1,688,643.00 
1,981,40a  00 
1,281,348.00 


28,882,080.07 


38,286,367.00 


877,741,23a  80 

121,603,343.76 

94,166,968.24 

08;  491, 96a  90 

112,830,834.71 

143,393,707.88 

166,416,878.00 

84,793,206.78 

120,807,678.75 

127,210,088.00 


1,100,360,867.25 


1  Nine  monflis. 

•Approximated;  fhls  amount  never  oompnted  by  the  Corporation. 

•  In  these  yeoa  these  InTentory  proflts  mn  not  dedooted  by  the  Corporation  and  hsnoe  need  not 


*  After  deducting  employees'  bonus  fund,  which  in  this  year  was  taken  out  after  stating  net  eamiogii, 
toot  whloh  in  other  yean  is  dedooted  beftne  determining  the  net  eaningi. 

In  the  following  table  the  yearly  earnings  as  thus  computed  by  the 
Bureau  are  compared  with  the  revised  investment. 
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COMPABI80N  OF  IKVXaTiaBlIT  OF  8TBBL  OOBPO&ATION,  WITH  TOTAL  XABNIN08 
THBBEON,  AS  ADJUSTED  BT  BUBBAU,  YBARLY.  1901-1010. 


Tear  ended  Dee.  U— 
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ment  In  ten- 

fibto  property. 


F4UTi1np  es  ad joeted  V7 
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FeroeQ^ 


1901  s. 
1902.. 
1903.. 
1904.. 
1905.. 
1906.. 
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te06,8B9,7» 

763,574,019 

806,616,079 

818,S38,14S 

874,810,920 

047,807,884 

1,078,763,608 

1,090,426,487 

1,146,876,088 

1,186,962,038 


1177,741,231 

121,608,344 

94,156,958 

68, 401,060 

112,830,836 

148,803,707 

166,416,873 

84,703,286 

120,807,579 

127,216,084 


•  14.8 
l&O 
1L7 

7.6 
12.9 
UlI 
14.4 

7.8 

las 
ia7 


TotAl... 
Avenge. 


041,258,472 


1,100,350,857 
•  112,856,496 


12.f 


1  Nine  moatha,  April  to  December;  inveBtment  includes  additions  during  this  period, 
t  Indicated  rate  per  ananm  baaed  oq  actual  earnings  for  nine  months. 
•  Average  yearly  praAts  for  nine  and  thiee-ftiurths  yean. 

As  already  stated,  the  average  for  the  period  from  April  1,  1901, 
to  December  31, 1910,  is  12  per  cent.  The  average  rate  for  the  first 
four  and  three-fourths  years  was  12.6  per  cent,  as  against  11.6  per 
cent  in  the  five  years  from  1906  to  1910.  Therefore,  in  so  far  as  any 
tendency  may  be  noted,  it  is  toward  a  lower  rate  of  profit  in  recent 
years. 

The  table  shows  that  in  the  years  1904  and  1908,  which  were  years 
of  rather  marked  depression  in  the  iron  and  steel  business,  the  rate  of 
profit  of  the  Steel  Corporation  fell  to  7.6  per  cent  on  the  investment 
in  1904  and  7.8  per  cent  in  1908,  as  compared  with  a  maximum  profit 
of  over  15  per  cent  in  1902  and  1906.  Prior  to  the  formation  of  the 
Steel  Corporation  and  other  large  consolidations,  the  iron  and  steel 
industry  was  noted  for  violent  changes  in  the  rate  of  profit,  the  indus- 
try, indeed,  having  been  aptly  termed  either  "prince  or  pauper." 
This  table  shows  that  so  far  as  the  Steel  Corporation  is  concerned  the 
business,  although  still  subject  to  marked  fluctuations  in  profits,  has, 
even  in  the  most  depressed  years  of  this  period,  shown  a  substantial 
return  on  the  actual  investment. 

It  should  be  pointed  out  that  an  average  rate  of  12  per  cent  for 
a  concern  of  the  size  of  the  Steel  Corporation,  which  embraces  more 
than  one-half  of  the  entire  iron  and  steel  industry  of  the  country, 
has  a  very  different  significance  than  the  same  rate  in  the  case  of  a 
relatively  small  concern.  While  exceptionally  efficient  or  fortunate 
concerns  in  the  steel  business  may  earn  rates  in  excess  of  this  average, 
on  the  other  hand  a  great  many  of  the  less  efficient  companies  undoubt- 
edly earn  very  much  smaller  rates,  while  in  some  instances  the  business 
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is  conducted  at  a  loss.  Therefore,  an  ayerage  rate  of  12  per  cent 
for  over  one-half  of  the  entire  steel  business  of  the  country  is  much 
more  significant  than  the  same  rate  or  even  a  larger  rate  for  a  com- 
paratirely  small  concern.  It  probably  means  that  the  return  on  a 
considerable  proportion  of  the  business  of  the  country,  which  xmder 
more  competitive  conditions  and  more  scattered  ownership  would  be 
conducted  at  a  lower  rate  of  profit,  has  been  considerably  increased. 

It  may  also  be  noted  that  the  investment  includes  a  large  amount 
of  idle  property,  particularly  unimproved  ore  reserves,  which,  of 
course,  tends  to  reduce  the  rate.  However,  the  investment  in  un- 
developed iron-ore  property  as  computed  by  the  Bureau  is  not  so 
great  as  to  very  materially  affect  the  rate  of  profit.  Nevertheless  it 
is  worth  emphasizing  that  the  rate  of  profit  here  given  includes  not 
only  the  iron  and  steel  industry  proper,  but  also  the  iron-ore  mining 
industry.  Prior  to  the  era  of  consolidation  the  latter,  to  a  large 
extent,  was  distinct  from  the  manufacture  of  iron  and  steel,  and 
under  the  scattered  ownership  of  iron-mining  properties  then  pro- 
vailing  profits  generally  are  understood  to  have  been  comparatively 
low,  on  the  average.  Under  present  conditions  in  the  iron  and  steel 
industry,  however,  the  Lake  iron-ore  industry  is  one  of  the  most 
profitable  branches  of  the  business.  This  factor  should  be  considered, 
therefore,  in  comparing  the  profits  of  the  iron  industry  at  the  present 
time  with  those  obtained  under  the  different  concUtions  formerly 
prevailing. 

The  rate  of  earnings  on  the  investment  of  the  Steel  Corporation  as 
computed  by  the  Bureau  is,  of  course,  considerably  larger  than  the 
rate  of  net  profit  upon  the  capitalization,  as  indicated  by  the  annual 
reports  of  the  Corporation,  because  the  investment  as  established  by 
the  Bureau  is  very  much  less  than  the  capitalization.  The  rate  of 
12  per  cent  here  given,  it  should  be  clearly  understood,  covers 
the  entire  investment  in  the  property,  whether  represented  by 
capital  stock  or  bonded  debt.  This  rate  of  earnings  on  the  total 
true  investment  understates  the  rate  which  accrues  to  the  bene- 
fit of  the  Steel  Corporation  (or  the  stockholders  as  distinguished 
from  the  stockholders  and  bondholders  combined)  on  that  part  of 
the  true  investment  which  may  be  considered  as  represented  hy  the 
capital  stock.  That  is  to  say,  if  that  part  of  the  true  investment 
for  which  bonds  were  issued  were  deducted  from  the  total  true  in- 
vestment, and  a  corresponding  amount  of  bond  interest  at  the  rates 
paid  by  the  Corporation  were  deducted  from  the  earnings,  then  a 
comparison  of  the  remainder  of  the  investment  with  the  remainder 
of  the  earnings  would  indicate  a  considerably  higher  average  profit 
than  12  per  cent.  Such  a  computation,  however,  can  not  be  made  in 
a  definite  or  satisfactoiy  manner,  particularly  because  the  original 


66 


THB  8TBSL  INDUBTBY. 


bond  issues  of  the  Corporation  did  not  correspond  with  the  true  yalue  of 
the  property  for  which  they  were  issued.  Therefore,  to  deduct  them 
from  the  true  investment  would  leave  an  unduly  low  remainder  for  the 
capital  stock  and  unfairly  exaggerate  the  rate  of  profit  on  that  part 
of  the  true  investment  which  may  be  considered  as  contributed  by 
the  stockholders. 

Hence  the  Bureau  does  not  attempt  to  give  in  definite  figures  the 
rate  of  profit  earned  by  the  Steel  Corporation  on  the  true  investment 
represented  by  its  capital  stock,  but  merely  calls  attention  to  the  fact 
that  the  rate  of  profit  above  shown  is  not  the  rate  earned  on  that  part 
of  the  true  investment  which  may  be  considered  as  contributed  by 
the  stockholders,  but  a  lower  rate  earned  on  the  total  true  investment 
and  accruing  to  the  stockholders  and  bondholders  combined. 

POSITION  OF  SnBBIi  COBPOBATION  IK  THB  DTOXTSTBT. 

The  Steel  Corporation,  despite  its  great  size,  is  not  exempt  from 
competition.  Indeed,  the  evidence  on  the  whole  indicates  that  com- 
petition in  the  industiy  has  steadily  been  increasing.  Notwithstand- 
ing the  great  additions  made  by  the  Corporation  to  its  properties  from 
earnings  and  the  acquisition  of  several  important  competing  concerns, 
its  proportion  of  the  business  in  nearly  every  important  product  ex- 
cept pig  iron  and  steel  rails  is  less  than  it  was  in  1901.  This  is  shown 
by  the  following  table  of  percentages  compiled  by  the  Corporation 
from  its  own  figures  in  connection  with  data  gathered  by  the  American 
Iron  and  Steel  Association : 

PROPORTIONS  OF  OUTPUT  OF  PRINCIPAL  IRON  AND  8TEBL  PRODUCTS  PRODUCED 
BY  UNITED  STATES  STEEL  CORPORATION  AND  BY  INDEPENDENT  COMPANIES. 
RESPECTIVELY,  IN  1901  AND  19ia 


Produoti. 


Pig  iron,  Spiegel,  and  ferro 

Steel  Ingots  and  castings 

RaUs 

Stractnral  shapes 

Plates  aad  sheets  of  an  kinds  I 

Black  ptote  prodnoed  In  tin  mills. 

Coated  tin-mill  products 

Black  and  coated  sheets  prodooed  In  sheet  mills 

Wire  rods 

Wire  nails. 

Wrooghtpipe  and  tabes* 

Seamless  tabes  1. 

ilndudes  sheets  for  tinning,  galTanidng*  and  other  ooatlngk 

•  These  peroeatages  are  based  on  capacity  and  not  production. 
Is,  morwTer,  partly  estimated. 

•  For  lfl09;  figures  for  1910  not  ayailabla. 


Steel  Corporation's 


1901. 


4S.2 
«6^7 
09.8 
82.3 
84.8 
79.8 
73.1 
87.8 
77.7 
88.1 
67.2 
82.8 


1910. 


48.4 

M.8 
68.9 
•47.0 
•49.7 
82.9 
81.1 
88.9 
87.8 
66.6 
8&2 
6Sw8 


i 


liodependent 
panics'   perosn^ 


1901. 


68.8 
84.8 

40.3 
87.8 
86.4 
30.3 
38.9 
82.7 
22.8 
81.9 
42.8 
17.3 


1910. 


88.« 

4Li 
•61.0 

•6as 

47.1 

88.9 
CLl 

n.7 

41S 
8L8 
44.7 
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The  Steel  Corporation  did  not  compute  its  percentage  of  the  ore 
production  of  the  country.  Its  proportion  of  the  production  of 
Lake  Superior  ore,  such  ore  being  practically  the  basis  of  the  steel 
industry  (arriyed  at  by  comparing  the  known  production  of  the 
Steel  Corporation  with  the  total  production  as  estimated  by  the 
Geological  Suryey),  fell  from  60.6  per  cent  in  1901  to  51.6  per  cent 
in  1909  (figures  for  1910  not  being  ayailable). 

This  table  shows  that  whereas  the  Steel  Corporation  in  1910  had 
fully  maintained  the  share  of  the  coimtiy's  total  production  of  pig 
ifon  which  it  held  in  1901,  its  proportions  of  the  production  of  nearly 
all  steel  products  had  dechned,  and  in  most  cases  sharply  declined. 
The  only  important  exception  was  steel  rails.  The  maintenance  of 
its  proportion  here  is  chiefly  due  to  the  erection  of  a  very  large  rail 
mill  at  the  new  Oaiy  plant  and  to  the  acquisition  of  the  Tennessee 
Coal,  Iron  and  Railroad  Company,  which  had  a  considerable  steel 
rail  production..  ' 

Taking  the  production  of  steel  ingots  and  castings  as  a  basis  it  will 
be  seen  that  the  Steel  Corporation's  percentage  of  the  total  fell  from 
65.7  per  cent  in  1901  to  54.3  per  cent  in  1910.  This  figure,  perhaps, 
is  the  best  single  criterion  by  which  to  judge  the  change  in  the  Corpo- 
ration's, position  in  the  steel  industry  from  a  producing  standpoint. 
It  will  be  seen  that  the  Corporation's  proportions  of  production  of 
black  plate,  coated  tin  mill  products,  and  black  and  coated  sheets, 
fell  off  to  a  very  marked  extent,  which  indicates  that  competition 
has  been  particularly  active  in  these  branches.  Its  share  of  the  pro- 
duction of  wrought  pipe  and  tubes  and  of  seamless  tubes  Ukewise 
fell  off  veiy  heavily.  In  wire  products  the  Corporation  has  main- 
tained its  relative  position  rather  better,  but  even  in  these  there  has 
been  a  marked  recession  in  the  percentages  of  the  business  done. 

It  should  be  noted  that  the  decline  in  the  production  shown  by  this 
comparison  of  the  1901  and  1910  percentages  was  practically  con- 
tinuous for  most  products  throughout  the  entire  period.  However, 
the  actual  output  of  the  Corporation  has  shown  a  very  great  increase. 
For  example,  the  Steel  Corporation's  production  of  crude  steel  ingots, 
which  is  typical  of  its  total  business,  increased  from  9,743,918  tons  in 
1902  (the  first  full  year  of  operations)  to  14,179,369  tons  in  1910,  aa 
increase  of  45.5  per  cent. 

While,  however,  these  statistics  clearly  show  the  existence  of  active 
competition  in  production,  it  should  be  clearly  pointed  out  that- 
such  competition  has  not  been  so  evident  with  respect  to  prices,, 
where  it  has  been  materially  modified  by  the  existence  of  a  price 
poKcy  described  as  ''  cooperation."  This  will  be  discussed  in  a  later 
part  of  the  report. 
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While  the  Corporfttion's  proportion  of  the  production  of  both  raw 
materials  and  finished  products  thus  shows  a  marked  decrease;  the 
proportions  given  do  not  fairly  represent  the  true  position  of  the 
Corporation  in  the  industry  as  a  whole.  In  iron  ore,  in  particular, 
the  Steel  Corporation  undoubtedly  occupies  a  dominating  position. 
The  Corporation's  holdings  of  what  are  now  regarded  as  commercially 
available  ores  exceed  those  of  all  otho-  iron  and  steel  interests  conn 
bined.  It  should  be  clearly  understood  that  the  ores  of  the  Lake 
Superior  region  substantially  form  the  basis  of  the  steel  production  of 
the  country  at  the  present  time.  While  the  Steel  Corporation  has 
very  extensive  holdings  of  ore  elsewhere;  the  great  bulk  of  its  ore 
holdings  are  in  the  Lake  Superior  district.  In  1907  the  holdings  of 
the  Steel  Corporation  in  Minnesota^  which  State  includes  the  Mesabi 
and  Vermilion  ranges,  aooording  to  a  carefully  prepared  schedule  of 
the  Minnesota  Tax  Commission;  amounted  to  about  913;000;0(K)  tons, 
or  76  per  cent  of  the  total  ore  deposits  for  the  State. 

The  Corporation's  proportion  for  the  whole  Lake  Superior  region, 
including  ^e  old  ranges  in  Michigan;  is  apparently  about  the  same. 
Authoritative  data  submitted  to  the  Senate  Finance  Committee  in 
1909  by  a  prominent  uon  manufacturer  with  the  Steel  Corpora- 
tion's consent  showed  that  the  Corporation  itself  then  reckoned 
<m  about  1;625;000;000  tons  of  Lake  ore,  of  which  1,268;000;000 
tons  was  of  the  current  commercial  standard.  An  estimate  of  a 
prominent  mining  engineer,  submitted  to  the  Finance  Committee 
at  the  same  time,  placed  the  total  reserves  of  Lake  ore  of  the  com- 
mercial standard  at  about  1 ,600,000,000  tons.  On  this  basis,  therefore, 
the  Steel  Corporation  would  have  had  over  75  per  cent  of  the  total 
eommerciaUy  available  ore  in  the  entire  Lake  Superior  region.  Of 
course,  the  ideas  of  the  consulting'  engineer  and  those  of  the  Steel 
Corporation's  experts  as  to  ^at  were  commercially  available  ores 
may  have  differed  somewhat,  but  it  is  not  likely  that  the  proportion 
of  ore  controlled  by  the  Steel  Corporation  as  shown  by  these  two 
estimates  is  too  high,  because  both  of  these  statements  were  sub- 
mitted by  the  manufacturer  in  question  together  with  extensive 
data  for  other  ore  supplies  in  the  United  States  for  the  avowed  pur- 
pose of  proving  that  the  proportion  of  the  ore  supply  controlled  by 
the  Steel  Corporation  was  less  than  85  per  cent  of  the  total  supply. 
In  1908  the  comm^cially  available  ore  of  the  Lake  Superior  region, 
as  computed  by  the  United  States  Geological  Survey,  for  the  Con- 
servation Commission,  was  3,500,000,000  tons,  but  the  iron  content 
assumed  as  a  basis  for  available  ore  was  considerably  lower  than  in 
the  two  preceding  estimates,  thus  greatly  increasing  the  total  quan- 
tity. This  and  other  evidence  indicates  that  the  Survey  estimate 
is  not  fairly  comparable  with  that  of  the  Corporation. 
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In  this  conndetion  it  may  be  stated  that  the  chairman  of  the  Steel 
Corporation,  in  his  testimony  before  the  Ways  and  Means  Committee 
in  1908,  admitted  that  the  Corporation  had  control  of  the  ultimate 
ore  supply  of  the  whole  country.  Later,  however,  in  1911,  in  tes- 
timony before  a  special  committee  of  the  House  of  Representatives, 
he  materiaUy  modified  that  statement. 

In  discussing  the  Corporation's  position  in  the  ore  industry  account 
must  be  taken  of  the  fact  that  new  discoveries  of  ore  are  constantly 
being  made,  and  also  that  when  somewhat  lower  grades  of  ore  become 
commercially  available  the  total  reserve  will  be  greatly  increased. 
The  use  of  ore  of  much  lower  grade  involves,  however,  much  higher 
costs  of  production,  so  that  any  concern  which  has  substantial  con- 
trol of  the  best  grades  of  ore  would  under  such  circumstances  be  in  a 
position  to  obtain  an  enormous  increase  in  profits.  Taking  condi- 
tions as  they  are  to-day,  there  can  be  no  doubt  that  the  Steel  Cor- 
poration has  control  of  the  great  bulk  of  the  commercially  available 
ores  of  the  Lake  Superior  district,  its  proportion  probably  being 
about  three-fourths  of  the  total.  In  addition,  of  course,  it  has  there 
a  large  amount  of  low-grade  ore,  as  well  as  immense  deposits  in  the 
Soutii.  The  Corporation's  total  ore  holdings  may  be  conservatively 
placed  at  more  than  2,500,000,000  tons. 

The  system  of  leasing  ore  mines,  as  employed  in  the  Lake  region, 
is  important  in  this  connection.  A  very  lai^e  part  (approximately 
two-thirds  in  1910)  of  the  Corporation's  total  holdings  in  the  Lake 
region  is  held  by  lease.  Frequently  there  is  no  initial  investment  in 
such  leaseholds,  and  even  where  a  bonus  is  paid  it  is  usually  small, 
while  the  minimum  tonnage  on  which  royalty  must  be  paid,  whether 
mining  operations  are  conducted  or  not,  ia  generally  unimportant. 
The  Hill  lease  is,  of  course,  as  above  shown,  a  very  marked  exception 
in  the  last  respect. 

It  will  be  seen,  therefore,  that  this  ore-leasing  system,  where  there 
is  no  limit  placed  on  the  number  of  leases  that  can  be  combined 
under  a  single  interest,  greatly  facilitates  the  gathering  in  by  a  great 
concern  like  the  Steel  Corporation  of  a  vast  amount  of  ore  reserves, 
far  in  advance  of  any  commercial  need  for  them.  This  not  only 
prevents  others  from  getting  such  property  but  also  secures  to  such 
a  concern  the  benefit  of  any  appreciation  in  value  which  may  come 
about  either  from  natural  causes  or  as  a  result  of  this  very  con- 
centration of  ownership.  Obviously,  a  system  which  thus  lends 
itself  to  such  marked  concentration  of  ore  property  for  many  years 
in  advance  (a  common  term  of  lease  being  fifty  years),  at  a  com- 
paratively smaU  cost,  involves  questions  of  the  highest  public 
importance.  It  might  be  said  that  the  lease  system  as  thus  applied 
in  the  Lake  ore  region  really  affords  an  opportunity  for  a  wealthy 
interest  to  attempt  a  comer  in  ore  reserves  on  what  is^  in  effect,  a 
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margin  basis.  Of  course,  in  such  extensive  acquisitions  there  is  a^ 
decided  speculative  risk,  just  as  in  similar  efforts  to  control  com- 
modity markets,  particularly,  the  possibility  of  the  discovery  of 
available  deposits  elsewhere,  or  new  methods  of  mining  which  may 
render  what  are  now  nonavailable  ores  available  for  present  com?- 
mercial  purposes. 

The  dominating  position  in  the  ore  industry  enjoyed  by  the  Steel 
Corporation  through  this  great  ownership  of  ore  reserves  is  heightened 
because  of  its  very  marked  degree  of  control  of  the  transportation  of  ore 
in  the  Lake  Superior  district.  The  Corporation  owns  two  of  the 
most  important  ore  railroads,  the  Duluth  and  Iron  Bange  Kailroad 
and  the  Duluth,  Missabe  and  Northern  Railway.  The  ore  rates  on 
these  railroads  are  about  1  cent  per  ton-mile.  Their  operating 
expenses  are  very  low,  that  of  the  Duluth,  Missabe  and  Northern  in 
1910  being  below  30  per  cent  of  gross  earnings  as  against  an  average 
of  66  per  cent  for  all  the  railroads  of  the  country.  The  net  earnings 
of  these  ore  railroads,  which  are  chiefly  from  the  ore  traffic,  are  phe- 
nomenal. This  has  the  practical  effect  of  reducing  the  Steel  Cor- 
poration's net  cost  of  ore  to  itself  at  upper  Lake  ports  and,  on  the 
other  hand,  of  increasing  that  cost  to  such  of  its  competitors  as  are 
dependent  upon  the  Corporation's  railroads  for  transportation. 

Hence,  not  only  on  account  of  its  great  holdings  of  ore  but  also  on 
account  of  these  pecuhar  advantages  enjoyed  in  the  transportation 
of  the  ore  the  Steel  Corporation  occupies  an  extremely  commanding 
position  in  the  iron  and  steel  industry.  Lideed,  in  so  far  as  the  Steel 
Corporation's  position  in  the  entire  iron  and  steel  industry  is  of 
monopolistic  character  it  is  chiefly  through  its  control  of  ore  holdings 
and  the  transportation  of  ore. 
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SpBCIAL    CoMMITTEB   on    the   IlfVESTIGATION 

OF  THE  Uniti»  States  Steel  Cokporation, 

Monday^  July  24,  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

Tne  Chairman.  The  committee  will  resume  its  session. 

Mr.  LnmABiTBT.  I  find  some  errors  in  the  publi^ed  report  of 
Judge  Gary's  report  to  the  board  of  directors  in  1906,  read  in  a 
question  at  the  last  session  of  the  committee,  which  ought  to  be 
corrected. 

The  Chairman.  What  is  the  error  ? 

Mr.  LiNDABURY.  You  will  need  a  copy  of  the  report  to  have  them 
pointed  out.  I  have  them  noted  in  my  copy  of  the  minutes,  but  you 
could  hardly  follow  me  without  a  copy  before  you. 

The  Chairman.  We  will  take  that  up  later.  They  are  clerical 
errors  of  not  great  importance. 

Mr.  LiNDABURY.  One  or  two  are  important.  By  the  way,  the 
minutes  do  not  show  the  word 

The  Chairman  (interposing).  Necessarily? 

Mr.  LiNDABURY.  It  was  a  mistake  of  your  stenographer.  That  is 
not  the  only  one  that  I  want  to  correct. 

The  Chairman.  Did  you  bring  the  minutes  ? 

Mr.  LiNDABURY.  I  brought  a  copy  of  the  minutes  so  far  as  they 
show  that  report  There  are  one  or  two  errors  that  I  would  call 
your  attention  to  if  you  had  th€  record.  An  important  one  occurred 
toward  the  end,  whe)f«,  as  you  read  it,  the  report  was  made  to  say 
that  the  corporation  was  traveling  in  some  respects  ^'over  the  line 
between  propriety  and  impropriety."  That  word  "over"  should 
be"near.^' 

The  Chairman.  What  is  that? 

Mr.  Lnn>ABtTBY.  As  you  read  one  part  of  it,  the  report  was  made  to 
say  that  the  corporation  in  some  respects  was  traveling  "  over  the 
line  between  propriety  and  impropriety." 

The  Chairman.  That  was  my  mistake ;  it  should  have  been  "  near 
the  line." 

Mr.  LiNDABURY.  It  appears  in  the  minutes  "  over  the  line,"  which 
mij^t  be  significent. 

The  Chahkman.  I  think  we  can  agree  on  that 

Mr.  Bonniwdl  will  please  take  the  stand. 

STATEMENT  OF  EUOENE  C.  BONNIWELL. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  Where  do  you  reside? 

Mr.  BoNNiWELL.  I  reside  at  120  West  Lancaster,  Wayne,  Delaware 
County.  Pa. 
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The  Chairman.  How  long  have  you  lived  in  thatplace? 

Mr.  BoNNiwsLL.  Well,  I  nave  lived  in  Delaware  County  five  years. 
I  am  a  practicing  member  of  the  Philadelphia  and  Delaware  County 
bar.    ]!^  home  prior  to  that  time  was  in  Philadelphia. 

The  Chairman.  How  far  do  you  live  from  the  town  of  Coates- 
Fille? 

Mr.  BoNNiwELii.  Thirty  or  forty  miles — Coatesville  is  in  the  Sev- 
enth Congressional  District,  comprismg  Delaware  and  Chester  Coun- 
ties. 

The  Chairman.  Are  you  an  attorney  ? 

Mr.  BoNNiWELL.  I  am  a  practicing  member  of  both  the  Delaware 
and  Philadelphia  County  bars. 

The  Chairman.  I  believe  you  were  the  nominee  of  your  party 
for  Congress? 

Mr.  BoNNiwBLL.  The  Democratic  and  Keystone  Parties  nominated 
me  for  Congress  in  the  seventh  district 

The  Chairman.  You  know  Mr.  Kauffman,  the  printer  of  a  news- 
paper in  Coatesville  ? 

Mr.  BoNNiWELL.  Yes,  sir. 

The  Chairman.  You  know  him  personally  ? 

Mr.  BoNNiWBLL.  Yes,  sir.  If  I  may  be  permitted^  I  will  simply 
state  what  I  happen  to  know  in  connection  wiUi  this  matter.  Mr. 
E[auffman  was  one  of  my  most  valuable  supporters  in  that  contest. 

The  Chairman.  Is  he  your  client? 

Mr.  BoNNiwELL.  As  a  result  of  the  relations  brought  about  by  this 
Keystone  fight,  Mr.  Kauffman,  after  the  election  of  1910^  visited  me 
professionally  in  m^  office  in  Philadelphia  in  connection  with  a 
proposed  incorporation  of  his  newspaper.  Of  course,  we  naturally 
narked  back  to  the  congressional  fight. 

The  Chairman.  We  are  not  interested  in  that. 

Mr.  BoNNiWELL.  I  know;  but  what  this  committee  is  interested  in 
fame  about  as  a  result  of  this  conversation.  It  was  suggested  that 
the  investigation  that  this  committee  was  mjiking  was  a  matter  of 
vital  importance  to  the  people  of  the  district  ihat  I  sou^t  to  repre- 
sent, because  of  several  large  steel  concerns  in  that  district,  and  Mr. 
Kauffman  said  that  he  had  10  years  ago  made  up  a  paper  for  the 
Lukens  Iron  Co.  that  he  thought  might  bear  upon  the  investigation 
of  this  committee,  and  that  he  did  not  know  but  what  he  still  nad  a 
eopy  of  it.  I  asked  him  if  he  had  such  a  thinff  if  he  would  not  let 
me  see  it.  He  said  that  it  was  in  his  brothers  possession,  but  he 
would  endeavor  to  get  it.  Some  days  afterwards  he  came  and  brought 
rt  down  to  my  office,  and  it  proved  to  be  a  trust  or  pooling  agreement 
entered  into  by  10  or  12  of  the  large  steel  concerns. 

The  Chairman.  Did  you  advise  him  as  to  what  his  duty  in  the 
matter  was  as  a  good  citizen  ? 

Mr.  BoNNiwELL.  I  advised  him  that  it  was  his  duty  to  present  the 
paper  to  this  committee,  and  he  agreed  that  I  should  adviae  the 
eommittee  that  I  had  the  paper. 

The  Chairman.  Did  he  give  you  the  original  printer's  copy  ? 

Mr.  BoNNiwELL.  Yes,  sir. 

The  Chairman.  Have  jrou  that  copy  in  your  possession? 

Mr.  BoNNi^vELL.  Yes,  sir. 
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The  Chairman.  Please  furnish  it  tx)  the  committee. 

Mr.  BoNNiwELL.  With  pleasure.     [Handing  chairman  agreement.] 

Mr.  YotTNO.  Where  is  tne  signed  contract  ? 

The  Chairman.  We  have  been  trying  to  find  out. 

Mr.  Young.  It  seems  to  jne  that  would  be  the  one  which  should 
be  submitted. 

The  Chairman.  That  would  be  much  better,  but  it  is  not  so  easy 
to  get. 

Mr.  Young.  It  would  be  of  far  more  importance. 

The  Chairman.  Exactly. 

I  will  now  ask  Mr.  Kauffman  to  take  the  stand. 

STATEMENT  OF  S.  B.  EAUFFMAIT. 

(The  witness  was  duly  sworn  bv  the  chairman.) 

The  Chairman.  What  is  your  business? 

Mr.  Kautfman.  I  am  a  printer. 

The  Chairman.  Where  do  you  live? 

Mr.  Kauftman.  Coatesville,  Chester  County. 

The  Chairman.  How  long  have  you  lived  in  Coatesville? 

Mr.  Kauffman.  I  am  a  native  of  the  town. 

The  Chairman.  And. have  lived  there  all  your  life? 

Mr.  Kauffman.  Yes,  sir. 

The  Chairman.  What  is  your  age? 

Mr.  Kauffman.  Fifty-one  years. 

The  Chairman.  In  what  business  were  you  engaged  in  the  year 
1900? 

Mr.  Kauffman.  Printing. 

The  Chairman.  Did  you  do  a  job-printing  business? 

Mr.  Kauffman.  Yes,  sir. 

The  Chairman.  Did  vou  at  that  time,  along  about  the  9th  of  No- 
vember, 1900,  do  any  job  printing  for  the  Lukens  Iron  &  Steel  Co.? 

Mr.  Kauffman.  For  A.  F.  Huston. 

The  Chairman.  What  did  he  want  you  to  print  ? 

Mr.  Kauffman.  The  agreement  that  you  have  in  your  hand. 

The  Chairman.  Did  you  set  this  agreement  up  ? 

Mr.  ELauffman.  I  did,  personally. 

The  Chairman.  A.  F.  Huston  was  the  president  of  what  company  ? 

Mr.  Kauffman.  The  Lukens  Iron  &  Steel  Co. 

The  Chairman.  How  did  he  have  the  printing  done? 

Mr.  Kauffman.  He  said  he  had  it  done  as  either  president  or  sec- 
retary— ^I  do  not  remember  which,  it  has  been  10  years  ago — of  the 
pool  then  forming. 

The  Chairman.  I  did  not  catch  that. 

Mr.  Kauffman.  As  an  oflScer  of  the  pool  then  forming. 

The  Chairman.  Now,  after  you  printed  this  for  him  and  for  this 
association 

Mr.  LiNDABURY  (interposing).  Perhaps  I  ought  not  to  object — I 
know  my  privileges  are  extremely  limited — but  I  do  trust  that  the 
chairman  will  confine  his  inquiries  somewhere  within  ordinary  legal 
limits. 

The  Chairman.  I  think  I  am  confining  my  inquiries  within  ordi- 
nary legal  limits. 
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Mr.  LiNDABTTBT.  Understand  me  to  object  at  least  to  hearsay  evi- 
dence. 

The  Chaibman.  Now,  you  say  that  you  printed  this  agreement  for 
Mr. 

Mr.  Kauffman  (interposing).  A.  F.  Huston,  the  president  of  the 
Lukens  Iron  &  Steel  Co. 

The  Chairman.  Did  Mr.  Huston  at  that  time  make  any  statement 
to  you  as  to  who  the  contract  was  for? 

Mr.  Kauffman.  That  he  was  having  it  printed  as  an  officer  of  the 
pool  then  forming. 

Mr.  Gabdneb.  Did  Mr.  Huston  make  that  statement? 

Mr.  EIauffman.  Yes,  sir. 

Mr.  Gabdneb.  He  made  that  statement  to  you  ? 

Mr.  Eauffman.  Yes,  sir. 

The  Chaibman.  After  that  was  anvthinj^  said  to  you  about  the 
printing  of  this  document;  tell  us  all  about  it? 

Mr.  ELixTFFMAN.  A  few  days  afterwards,  after  delivery,  Mr.  J.  R. 
Van  Ormer,  then  private  secretary  to  A.  F.  Huston,  came  to  the  office 
and  demanded  the  proofs  and  copies,  and  even  went  through  our 
waste  paper  to  find  uie  scraps,  and  ne  took  them  away  with  him.  He 
said  that  Mr.  Huston  had  made  a  mistake  in  having  it  printed,  and 
that  he  was  told  so  by  the  then  president  of  the  Illinois  iron  &  Steel 
Co. 

The  Chaibman.  Do  you  remember  his  name? 

Mr.  Kauffman.  I  do  not. 

The  Chaibman.  The  president  said  that  he  made  a  mistake. 

Mr.  £[auffman.  Yes,  sir;  and  that  it  would  put  him  in  jail  in 
Illinois  if  that  got  out. 

The  Chaibman.  How  did  he  say  it  should  have  been  printed? 

Mr.  Kauffman.  With  a  typewriter;  that  he  should  nave  kept  it 
personal  to  himself,  and  dbouid  not  have  let  it  get  out  of  his  hands. 

The  Chaibman.  Had  a  typewriter  do  it? 

Mr.  Kauffman.  Yes,  sir. 

The  Chaibman.  And  that  he  should  have  remained  with  the  type- 
writer while  he  was  doing  it? 

Mr.  Ejluffman.  Stayed  with  him. 

The  Chaibman.  How  did  this  copy  happen  to  escape  that  search  1 

Mr.  Kauffman.  I  did  not  know  that  1  had  it  at  the  time  the 
search  was  made.  My  brother  had  taken  that  copy  into  our  house 
and  put  it  away. 

The  Chaibman.  As  a  printer,  did  you  have  a  right  to  the  printer's 
copy? 

Mr.  Kauffman.  We  claim  to  have  a  right  to  the  proof  of  every- 
thing that  we  print. 

The  Chaibman.  That  is  the  custom  with  printers? 

Mr.  Kauffman.  Yes,  sir. 

The  Chaibman.  You  did  not  know  that  this  copy  was  in  existence  ! 

Mr.  Kauffman.  No,  sir. 

The  Chaibman.  When  did  you  happen  to  mention  having  this 
copy  of  the  agreement? 

Mr.  Kauffman.  When  this  investigation  commenced  my  brother 
told  me  that  he  had  a  copy  of  the  agreement  that  we  printea  10  years 
ago. 

The  CHAmMAN.  Did  you  mention  it  to  anybody  ? 
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Mr.  Kauffman.  Mr.  Bonniwell. 

The  Chairman.  I  notice  here  this  agreement  says  that  the  Lukens 
Iron  &  Steel  Co.  got  7^  per  cent  and  Worth  Bros.  Co.  got  7  per  cent 
of  the  output  of  steel  plates  for  the  United  States.  Did  either  one 
of  these  men,  at  any  time  after  this  agreement  was  signed,  say  any^ 
thing  about  their  per  cent  under  this  pool  ? 

Mr.  Young.  This  gentleman  does  not  know  that  it  was  signed! 

The  Chairman.  After  it  was  printed) 

Mr.  Kauffman.  Yes,  sir.  Mr.  Huston  some  time  afterwards  told 
me  that  the  Worth  people  were  always  continually  asking  for  their 
share  of  orders,  to  make  their  share  up,  while  they  had  never  asked 
the  pool  for  any;  that  they  always  had  their  orders;  their  percentage. 

The  Chairman.  Mr.  Worth  said  that? 

Mr.  E^AUFFifAN.  Mr.  Huston  said  that. 

The  Chairman.  That  he  never  had  to  call  on  the  pool  to  help  him ! 

Mr.  Kauffman.  For  theirperoentage. 

The  Chairman.  But  the  Worth  Bros.  Co.  had? 

Mr.  EIauffman.  Had  to  continually  call  on  the  pool. 

The  Chairman.  How  long  was  that  after  you  printed  thisi 

Mr.  Kauffman.  Some  time;  I  do  not  know. 

The  Chairman.  About  how  long? 

Mr.  Kauffbcan.  About  a  year. 

The  Chairman.  I  will  read  this  contract. 

Mr.  LiNDABURT.  Allow  me  to  object,  as  there  is  no  proof,  no  evi- 
dence, except  mere  hearsay,  and  that  the  dates  already  given  were 
a  year  before  the  United  States  Steel  Corporation  was  formed. 

The  Chairman.  By  the  terms  of  this  printed  document  it  is 
effective  for  two  years,  and  they  can  not  retire  from  it  in  less  than 
two  years.  I  think  it  is  valuable  for  another  reason.  It  is  prae« 
tically  the  same  agreement;  this  memorandum  is  in  all  essentials  like, 
I  am  advised  from  the  Department  of  Justice,  the  Steel  and  Wire 
agreement  that  is  now  known,  and  for  that  reason  I  will  let  it  ^  in 
the  minutes. 

Mr.  Sterling.  Are  there  just  two  parties  to  this  contract? 

The  Chairman.  No,  sir.  Three  oi  the  parties  are  subsidiaries  of 
the  United  States  Steel  Corporation. 

Mr.  Sterling.  How  many  altogether  ? 

The  Chairman.  Nine.    1  will  read  this  agreement : 

This  agreement,  made  and  entered  Into  this  9th  day  of  November,  1000 

Mr.  Young.  Nineteen  hundred  and  what? 

The  Chairman.  1900. 

Mr.  Stibrlino.  How  long  does  the  contract  provide? 

The  Chairman.  There  is  a  provision  of  the  contract  that  nobody 
can  retire  from  it  in  less  than  two  years,  and  there  is  no  limitation 
upon  its  continuance. 

Mr.  Gardnsr.  Do  I  understand  the  chairman  to  say  that  he  has  a 
communication  from  the  Department  of  Justice  to  the  effect  that 
the  terms  are  substantially-^ 

The  Chairman  (interposing).  That  the  indictments  cite  a  contract 
just  like  this.  I  understand  that  the  Department  of  Justice  has  a 
Steel  &  Wire  contract  that  is  similar  to  tnis.  I  have  called  on  the 
Department  of  Justice  for  it.    It  is  either  here  or  in  New  York. 

Mr.  Young.  The  chairman  expects  to  follow  this  up  with  proof 
that  Uiis  contract  was  signed  and  went  into  force? 


5S4  UNITED  8TATBS  8TEEL  OOBPOBATEOK. 

The  Chairman.  I  have  issued  prooesaes.  When  I  read  the  con- 
traot  YOU  will  see  that  it  recites  where  it  is  to  go,  where  it  is  to  stay, 
what  Dank  is  to  hold  it,  and  all  that  sort  of  thing. 

Mr.  Gabdnbb.  I  understand  that  the  Democratic  side  of  this  com- 
mittee has  seen  that  contract  already. 

The  Chairman.  I  never  heard  of  it  before. 

Mr!  Gardnbr.  I  will  say  that  Mr.  Littleton  mentioned  the  fact  to 
me.    The  Republican  side  nas  heard  nothing  of  it 

The  Chairman.  I  wish  to  say  to  the  committee  in  frankness  that  I 
can  see  no  possible  politics  in  it  one  way  or  the  other.  This  contract 
got  here  yesterday.  This  gentleman  [indicating]  brought  it  here  last 
mght  about  11  o'clock.  I  was  talking  with  Mr.  Littleton  and  men- 
tioned it,  and  he  ^ot  in  a  tazicab  and  came  down  to  the  office. 

Mr.  Gardner.  Mr.  Littleton  spoke  to  me  about  it  three  days  ago. 

Mr.  Young.  Have  the  custodians  of  the  signed  contract,  the  real 
contract,  been  subpoenaed  to  be  here  to-day  and  bring  the  contract? 

The  Chairman.  Yes,  sir;  to  bring  this  contract.  I  do  not  tiiink 
any  member  of  the  committee,  except  Mr.  Littleton,  has  seen  it  or 
knows  anything  about  it.  I  just  spoke  to  him  about  a  copy  that  I 
had  in  advance.  Certainly  there  has  been  no  attempt  to  mow  any 
discourtesy  to  the  members  of  the  committee.  You  can  understand 
that  gentlemen  friendly,  as  Mr.  Littleton  and  I,  discuss  matters  of 
common  interest. 

Mr.  Gardner.  At  the  same  time  you  must  recognize  that  we  on 
our  side  are  entitled  to  find  out  before  that  is  read  the  way  in  which 
it  comes  before  this  committee. 

The  Chairman.  I  wish  to  take  the  whole  committee  into  mv  con- 
fidence as  to  anything  in  my  files  or  anything  I  have,  to  extend  Ken- 
tucky hospitality  to  every  member  of  the  committee  to  come  in  and 
spend  as  much  time  as  they  can  spare — ^to  drop  in  on  me  like  Mr. 
Littleton  does — and  I  will  be  delighted  to  show  you  everything. 
They  come  from  everywhere. 

Mr.  Young.  I  understand  the  chairman  to  say  that  the  custodians 
provided  for  in  this  agreement  itself  have  been  subpoenaed  to  bring 
the  peal  agreement.    Are  they  subpoenaed  to  be  here  to-day  ? 

The  Chairman.  Some  to-day  and  some  to-morrow. 

Mr.  Young.  Why  not  set  the  original  agreement  ? 

The  Chairman.  I  wish  I  could.  I  am  advised  that  this  copy  is 
substantially  like  the  copy  of  the  wire  agreement  that  is  now  in  the 
Department  of  Justice. 

Mr.  Young.  If  we  have  the  original  agreement,  why  take  this  one? 

The  Chairman.  1  have  not  the  original  agreement  here  now.  This 
witness  did  not  bring  it. 

Mr.  Young.  That  is  what  I  am  trying  to  find  out. 

Mr.  LiNDABURY.  Will  you  allow  me  to  say  a  word  ? 

The  Chairman.  Yes,  sir. 

Mr.  LiNDABURY.  In  the  first  place,  I  will  say  that  the  chairman 
must  be  in  error  in  his  statement  that  this  is  like  the  Steel  &  Wire 
agreement  set  out  in  the  Federal  indictments  which  you  referred  to. 
I  am  entirely  familiar  with  those  Federal  indictments^  and  there  is 
no  such  agreement  as  this  specified  there.  They  describe  a  pool  by 
arrangement  entered  into,  engineered  and  controlled  by  a  man  named 
Jackson  in  New  York,  formed  in  1908.    Those  are  the  Federal  in- 
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dictments,  and  they  set  forth  nothing  of  the  chamcter  mentioned 
here. 

In  the  second  place,  the  secretary  of  the  United  States  Steel  Cor- 
poration was  subpoenaed  on  Friday  or  Saturday  to  produce  the  orig- 
inal of  this  agreement.  He  gave  me  the  subpoena,  which  I  have  here, 
and  he  authorized  me  to  say  that  the  United  States  Steel  Corporation 
had  neither  the  original  nor  any  copy  of  this  agreement,  and  never 
had,  and  that  it  has  no  document  or  paper  connected  with  it  or  grow- 
ing out  of  it. 

The  CHAntMAN.  I  want  a  statement  of  the  facts  by  the  witness. 

Mr.  LiNDABUBY.  That  is  our  position,  and  for  that  reason,  in  fair- 
ness and  justice  to  us,  nothing  like  this,  unproven  and  which  maj 
never  be  proven,  ought  to  be  put  upon  the  records  of  this  case.  This 
case  is  against  the  United  States  Steel  Corporation,  and  is  not  against 
s(Hnebody  else,  and  we  ought  not  to  be  subjected  to  the  publication 
in  your  record  or  the  newspapers  or  anjrwhere  else  of  a  paper  of  this 
kind,  utterly  unauthentic,  and  all  connection  with  which  we  deny. 

The  Chairman.  The  Chair  overrules  that  objection.     [Eeading:] 

AOBBMENT  A. 

This  agreement,  made  and  entered  Into  this  9th  day  of  November,  1900,  by 
and  between  Carnegie  Steel  Co.,  Jones  &  Ijanghllns  (Ltd.),  Illinois  Steel  Co., 
Omcible  Steel  Ck>.  of  America,  Otis  Steel  O).,  Tidewater  Steel  Ck>.,  Lukens  Iron 
ft  Steel  Co.,  Worth  Bros.  Co.,  Central  Iron  ft  Steel  Co.,  the  American  Wire  ft 
Steel  Co.,  the  Glasgow  Iron  Co. — 

Witnesseth  that  the  above  said  parties  have  mutually  agreed  to  and  with  each 
other  to  form  an  association  for  mutual  interests,  and  to  enable  them  to  pay 
Uberal  wages  to  their  workmen,  to  be  known  as  the  Steel  Plate  Association  of 
the  United  States : 

First  liSCh  of  the  parties  above  named  being  manufacturers  and  sellers  of 
steel  plates,  shall,  by  reason  of  such  manufacture  and  sale,  be  entitled  to  mem- 
bendilp  in  this  association,  and  each  of  the  parties  hereto  shall  be  entitled  to 
portion  of  aU  shipments. in  the  following  proportions: 

Carnegie  Steel  Co 46. 25 

Jones  ft  LaughUns  (Ltd.) 4. 76 

Illinois  Steel  Co 11. 00 

Crucible  Steel  Co.  of  America 4. 50 

Otis  Steel  Co 2.  50 

Tidewater  Steel  Co 3. 00 

Lukens  Iron  ft  Steel  Co 7. 50 

Worth-  Bros.  Co 7. 00 

Central  Iron  ft  Steel  Co 8. 00 

American  Steel  ft  Wire  Co 5.  50 

Glasgow  Iron  Co.  to  the  extent  of  sales  and  output  up  to  40,000  tons,  should 
they  be  able  to  accomplish  them,  prior  to  December  81,  3^1. 

Second.  The  officers  of  this  association  shall  be  as  follows:  A  president,  a 
treasurer,  a  commissioner,  and  an  executive  committee  consisting  of  *  six  mem- 
bers, including  the  president.  The  conclusions  of  the  executive  committee  meet- 
ings shall  be  at  once  communicated  to  all  the  members  of  this  association. 

ISiird.  Each  member  of  this  association  shall,  on  or  before  the  10th  day  of 
December,  1900,  and  on  or  before  the  tenth  day  of  each  and  every  month  there- 
after during  the  term  of  this  agreement,  or  any  extension  thereof,  render  to  the 
commissioner  of  this  association  a  statement,  which  statement  shall  be  sworn, 
to,  or  affirmed  to,  by  one  of  the  principal  executive  officers  of  the  member  so 
making  the  report,  or  in  case  the  member  so  making  the  report  is  a  copartner* 
ship,  fiien,  in  that  case,  the  report  shall  be  sworn  to,  or  affirmed  to,  by  one 
of  the  firm  holding  membership  in  this  association,  which  oath  or  affirmation 
shaU  be  to  the  effect  that  the  report  so  made  is  a  true  and  correct  report  of  all 
the  material  described  in  the  first  clause  of  this  agreement,  which  was  shipped 
by  the  member  making  the  report  during  the  month  for  which  the  report  Is 
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made;  the  form  of  the  report,  and  oath  of  affirmation  as  to  its  (Correctness, 
shall  be  famished  by  the  commissioner,  and  shall  include  a  statement  of  the 
rolling  production  for  each  month ;  and  upon  the  commissioner's  receiving  from 
the  respectlye  members  their  reports,  as  aforesaid,  he,  the  commissioner,  shall 
render  to  each  member  monthly,  as  soon  as  possible  after  the  receipt  of  all  the 
statements  of  all  the  members,  copies  of  statements  last  rendered  by  each 
member,  and  shall  forthwith  "state  an  account,*'  charging  each  member  who 
has  shipped  during  the  month  more  than  its  or  their  percentage  of  the  total 
amount  shipped  by  all  the  members  of  the  association,  the  sum  of  thirty-five 
hundredths  of  a  cent  per  pound  on  each  and  every  pound  of  such  excess,  and 
crediting  each  member  who  has  not  shipped  its  or  their  perc^tage  of  the 
total  amount  shipped  by  all  the  members  of  the  association,  with  the  sum  of 
thirty-five  hundredths  of  a  cent  per  pound  on  each  and  every  pound  which  it 
or  they  fail  to  ship  during  the  month  for  which  the  reports  are  made,  as  afore- 
said, and  as  a  basis  of  calculation  making  such  "statement  of  accounU"  the 
conmiissloner  shall  use  the  table  of  percentages  as  set  forth  in  the  first  clause 
of  this  agreement;  and  upon  the  statement  of  such  account  by  the  commis- 
sioner, he  shall  immediately  mail  a  copy  thereof  to  each  member  of  this 
association,  and  within  Ave  days  after  the  receipt  of  any  account  by  the  mem- 
ber of  this  association,  which  account  shall  show  that  the  member  receiving 
the  same  is  indebted  to  the  association,  the  member  so  receiving  its  or  their 
account,  showing  its  or  their  indebtedness,  shall  forward  to  the  treasurer  a 
check  or  sight  draft  drawn  to  the  order  of  T.  Mellon  &  Sons,  in  payment  of 
such  indebtedness,  which  check  or  sight  draft  the  tr^isurer  shall  deposit  in 
the  said  T.  Mellon  &  Sons'  Bank,  Pittsburg,  Pa.,  to  the  credit  of  this  associa- 
tion, and  remain  to  the  credit  of  the  member  paying  on  excess  of  shipmentB 
and  being  increased  or  diminished  as  each  month's  business  shows.  It  shall  be 
the  right  and  privilege  of  each  member,  who  shall  not  have  shipped  his  fall 
percentage,  to  call,  through  the  commissioner,  on  the  members  who  have  made 
an  excess,  to  transfer  to  the  short  member  a  sufilcient  amount  of  tonnage,  or 
otherwise  enable  him  to  fill  up  his  order  book.  It  b^ng  the  intoit  of  this 
agreement  that  each  member  i^ll  ship  his  entire  percentage,  and  at  the  end 
of  each  year  it  shall  be  the  duty  of  the  commissioner  to  so  arrange  between  the 
members  ns  to  have  the  pool  balanced;  but  any  member  unable,  at  the  end  of 
each  year,  to  produce  his  allotment,  after  first  deducting  his  exempted  tonnage, 
shall  forfeit  such  unproduced  tonnage,  which  shall  be  divided  among  the  other 
members  of  the  pool  in  proportion  to  their  respective  tonnage  allotments. 

Fourth.  To  insure  the  rendering  of  the  statements  and  the  faithful  adherence 
of  each  party  to  the  terms  of  this  agreement,  a  guarantee  fund  of  $100,000  shall 
be  formed  by  the  payment  on  or  before  December  3,  1000,  of  $1,000  for  each 
per  cent  of  allotment,  as  provided  for  in  the  first  clause  of  this  agreement,  to 
the  treasurer,  which  fund  shall  be  deposited  or  invested  as  directed  by  the 
executive  committee.  In  trust  for  the  members  in  the  same  proportion  as  re- 
ceived, subject,  however,  to  such  forfeiture  or  penalty  as  may  be  declared  by 
a  vote  of  a  remainder  of  the  members  against  any  member  violating  the  terms 
of  this  agreement,  and  as  hereinafter  provided. 

Fifth.  Whereas  it  has  been  agreed  by  and  between  all  the  members  of  this 

association  to  exempt  certain  tonnage  to  cover  orders  already  taken,  it  is  agreed 

that  such  exemption  shall  be  as  follows : 

Tons. 

Carnegie  Steel  Ck) 140,000 

Jones  &  Laughlins  (Ltd.) —  0,400 

Illinois  Steel  Co 15,  SW 

Crucible  Steel  Co.  of  America 2,687 

Otis  Steel  Co 1,740 

Tidewater  Steel  Co 2,620 

Lukens  Iron  &  Steel  Co 5,778 

Worth  Bros.  Co 3»883 

Central  Iron  &  Steel  Co 15,116 

The  American  Steel  &  Wire  Co 7, 966 

Glasgow  Iron  Co 

It  Is  understood  that  those  who  hold  exemptions  under  this  agreement  are 
to  proportion  the  shipments  applying  to  them  in  monthly  allotments,  between 
the  date  of  this  arrangement  and  January  1, 1902,  and  such  shipments  shall  not 
be  subject  to  the  pool  assessment. 

Sixth.  It  is  required  that  all  plates  shipped  into  the  States  bordering  on  the 
Pacific  coast,  and  to  be  actually  used  in  the  territory  into  which  they  are  shipped. 
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and  also  all  plates  actually  exported  for  use  outside  the  limits  of  the  United 
States,  be  reported  to  the  commissioner,  together  with  bills  of  lading,  or  other 
eyldenoe  of  exportatian,  for  actual  use  abroad,  satisfactory  to  him  (said  eTidence 
to  be  confidential  and  not  to  he  circulated  among  the  members).  Such  ton- 
nage will  be  deducted  from  the  member's  report,  and  the  agreed  pool  tax 
charged  on  the  balance. 

Seventh.  Upon  receiving  the  written  request  of  two  members  of  the  associa- 
tion, stating  the  object,  the  commissioner  shall,  upon  the  approval  of  th^ 
executive  committee,  call  a  meeting  of  the  parties  to  this  agreement,  to  be  held 
within  five  days  from  date  of  his  receiving  such  written  request. 

Eighth.  If  at  any  time  any  of  the  parties  hereto  shall  have  reason  to  suppose 
that  any  other  party  or  parties  to  the  agreement  have  violated  any  of  the  pro- 
visions of  this  agreement,  the  said  party  so  supposing  the  agreement  has  been 
violated,  shall  file  with  the  commissioner  of  the  association,  a  bill  of  complaint 
against  the  party  or  imrtles  so  suspected  of  such  violation,  which  bill  of  com- 
plaint shall  fully  set  forth  the  act  or  acts  complained  of,  together  with  all  the 
matters  or  things  connected  therewith;  the  said  bill  of  complaint  shall  be  in 
writing,  and  shall  furnish  all  the  evidence  that  can  be  submitted  in  connection 
with  the  alleged  violation,  and  upon  receipt  by  the  commissioner  of  any  and 
all  bills  of  complaint,  as  aforesaid,  he  shall  forthwith  use  his  best  offices  to 
have  the  accuser  and  accused  arrive  at  an  amicable  settlement,  failing  in  which 
he  shall  then  submit  all  the  information  he  may  have  to  the  executive  com- 
mittee for  action;  if  the  said  executive  committee  shall  determine  that  the 
charges  have  been  sustained,  they,  the  executive  committee,  shall  impose  a 
penalty  of  not  less  than  $1,000,  nor  more  than  the  amount  standing  to  the  credit 
of  the  member  so  punished.  In  the  guaranty  fund  at  the  time  the  fine  is  imposed 
upon  the  party  so  adjudged  as  having  violated  the  agreement,  but  if  the  execu- 
tive committee  shall  determine  that  the  charges  have  not  been  sustained,  tiiey 
shall  dismiss  the  complaint  from  further  consideration  by  them.  It  is  further 
understood  and  agreed  that  no  meml)er  of  the  executive  committee  shall  act 
upon  any  bill  of  complaint  made  by,  or  made  against  the  member  of  the 
association  which  he  represents,  nor  shall  any  representative  of  a  member  of 
the  association  vote  upon  any  bill  of  complaint  brought  by  or  brought  against 
the  member  of  the  association  he  represents.  Any  penalty  imposed  by  the 
executive  committee  will  be  collected  by  the  treasurer,  deducting  the  amount 
thereof  from  the  deposit  made  by  the  member  against  whom  the  penalty  is 
imposed,  to  the  guaranty  fund,  as  provided  for  in  clause  fourth  of  this  agree- 
ment, wiUiin  tnro  weeks  after  such  penalty  is  thus  imposed,  the  sum  thereof 
shall  be  transferred  pro  rata  as  per  allotments  to  the  accounts  of  the  members 
of  the  association,  excluding  the  member  against  whom  the  penalty  is  imposed, 
by  the  treasure  of  the  association,  in  which  case  the  member  so  punished  shall 
immediately  remit  an  amount  sufficient  to  make  good  the  sum  taken  from  the 
guaranty  fund. 

In  case  the  oflTending  member  shall  appeal  to  the  association,  and  the  action 
of  the  executive  committee  shall  not  be  sustained  by  a  majority  vote  of 
members  of  the  said  association,  then  the  fine  imposed  shall  be  remitted,  and 
any  sum  that  the  member  may  have  paid  into  the  association  by  reason  of 
this,  shall  be  returned. 

Ninth.  No  consideration,  in  the  nature  of  brokerage  or  commission,  shall 
be  paid  to  any  one  on  sales  of  plates  on  and  after  January  1, 1901. 

All  sales  between  parties  to  this  agreement  shall  be  at  pool  prices,  as  pro- 
vided in  Agreement  B,  and  all  shipments  shall  be  reported  by  the  manufacturer 
on  which  the  pool  tax  will  be  charged  the  same  as  to  outside  parties,  the  pur- 
chaser also  to  report  shipments  of  all  such  materials  so  bought,  for  which  they 
shall  claim  and  receive  credit 

Tenth.  At  any  meeting  of  the  members  of  this  association,  called  by  the 
commissioner,  as  herein  provided,  any  party  or  parties  may  give  three  months 
notice  of  withdrawal  herefrom,  but  no  such  notice  shall  take  effect  prior  to 
January  1,  1902.  Statements  shall  continue  to  be  rendered  of  all  plates 
shipped  up  to  date  of  such  withdrawal,  the  pool  assessment  to  be  charged 
thereon. 

Eleventh.  In  case  other  firms  or  corporations  are  admitted  as  partners  to 
this  agreement,  the  percentage  of  the  pool  allotted  to  each  shall  be  deducted 
pro  rata  from  the  percentages  of  tte  members  immediately  prior  to  the  time 
of  Its  admission ;  and  in  case  any  of  the  parties  hereto,  or  any  of  the  jmrties 
hereafter  admitted,  shall  withdraw,  the  percentage  of  the  pool  allotted  to  such 
withdrawing  party  or  parties  shall  be  added  pro  rata  to  the  percentages  of 
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the  parties  remaining.  In  such* case,  the  commissioner  shall  compute  and 
report  the  new  percentages  to  the  nearest  one-hundredth  of  1  per  cent,  which 
degree  of  accuracy  shall  he  deemed  sufficient 

Twelfth.  The  agreement  herein  made  of  percentages,  the  amount  of  the 
guaranty  fund  as  herein  provided,  and  the  agreement  to  maintain  minimum 
fixed  rates  as  covered  in  Agreement  B,  shall  not  be  altered,  amended,  or 
changed  in  any  respect,  except  by  the  unanimous  consent  of  all  parties  to  this 
agreement 

Thirteenth.  To  provide  for  the  prompt  payment  of  all  salaries,  rents,  and 
other  expenses,  a  general  expense  fund  shall  be  called  in  as  needed  by  the 
treasurer,  in  proportion  to  the  percentage  allotted  each  member  of  the  associa- 
tion. 

Fourteenth.  No  matter  of  account,  or  understanding  outside  of  this  agree- 
ment, shall  affect  the  settlements  herein  provided  for,  either  as  an  offset  or 
otherwise  nor  shall  any  written  or  unwritten  agreement  of  the  parties  hereto, 
or  any  of  them,  to  establish  and  maintain  uniformity  of  prices,  or  any  contro- 
versy arising  out  of  any  such  agreement,  or  any  failure  to  carry  out  any  of 
its  provisions,  or  to  maintain  prices,  affect  In  any  way  the  rendering  of  the 
statements  and  the  making  of  the  settlements  herein  required. 

Fifteenth.  Whenever  this  agreement  shall  have  been  terminated,  the  balance 
of  the  deposit,  with  accumulated  interest  remaining  in  the  hands  of  tiie  treas- 
urer to  the  credit  of  each  party,  after  provision  shall  have  been  made  for  the 
payment  of  all  expenses,  shall  be  returned  to  It,  provided  it  shall  have  ren- 
dered all  the  statements  required  from  it  under  this  agreement,  and  have 
paid  all  its  debtor  balances.  In  case  any  i)arty  hereto  shall  not  have  fulfilled 
its  money  obligations  under  this  agreement,  the  amount  It  has  on  deposit  in 
the  guaranty  fund  shall  be  applied  toward  the  fulfillment  of  those  obligations^ 
and  the  excess,  if  any,  returned  to  it  But  In  case  any  party  shall  not  have 
fulfilled  its  agreement  to  render  the  monthly  statement  under  this  agreement, 
the  amount  It  has  on  deposit  In  the  guaranty  fund,  or  the  excess  thereof,  as 
above  stated,  shall  be  divided  among  the  parties  who  shall  have  fulfilled  their 
obligations  under  this  agreement.  In  the  proportion  of  their  respective  per- 
centages. 

Sixteenth.  For  all  purposes  of  this  contract,  a  ton  shall  be  taken  and  held 
as  two  thousand  (2,000)  pounds. 

In  witness  whereof  the  parties  hereto  have  signed  this  agreement  the  day 
and  year  first  above  written. 

Mr.  Young.  May  I  ask  what  individuals  have  been  subpoenaed  to 
produce  the  contract,  of  which  this  is  supposed  to  be  a  copy? 

The  Chaibman.  Yes,  sir.-  The  secretary  and  treasurer  of  all  these 
associations — ^two  officers  of  every  one  of  the  associations  to  this  agree- 
ment. 

Mr.  YouNO.  Are  they  here  ? 

The  Chairman.  I  do  not  know. 

Mr.  Young.  Any  of  them ! 

The  Chairman.  Mr.  Van  Ormer  is  here,  and  he  is  the  secretary  of 
one  of  the  establishments. 

Mr.  Young.  Maybe  we  can  get  the  original  from  him  ? 

The  Chairman.  No;  he  has  not  the  original.  I  sent  a  subpcena 
duces  tecum  to  the  Mellon  National  Bank. 

Mr.  Young.  Has  anybody  else  been  served  with  a  subpoena  duces 
tecum  to  produce  the  original  contract? 

Mr.  LiNDABURY.  The  secretary  and  treasurer  of  the  United  States 
Steel  Corporation  was  subpoenaed. 

The  Chairman.  I  have  searched  everywhere  I  could  to  get  the 
original  of  this  very  interesting  document. 

Mr.  Gardner.  I  do  not  know  how  many  of  these  concerns  were 
merged  into  the  United  States  Steel  Corporation.  I  thought  I  heard 
you  mention  the  name  of  Jones  &  Laugnlin.    They  are  independent. 

The  Chairman.  Yes,  sir. 

Mr.  Gardner.  Is  there  somebody  here  from  Jones  &  Laughlin? 
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The  Chairman.  Is  there  anybody  here  from  Jones  &  Laughlin? 
I  do  not  know  these  gentlemen's  names. 

Mr.  Gardner.  I  thought  they  would  be  able  to  tell  whether  this  was 
put  actually  in  operation,  as  they  are  in  no  way  connected  with  the 
United  States  Steel  Corporation. 

The  Chairman.  They  would  be  perfectly  free  to  talk. 

Mr.  Gardner.  What  other  companies  are  disconnected  from  the 
United  States  Steel  Corporation? 

The  Chairman.  I  had  Mr.  Wooley  take  Moody's  Manual  and  ascer- 
tain the  name  of  the  president  and  secretary  of  each  one  of  these  con- 
cerns at  the  date  of  this  alleged  agreement.  Mr.  Wooley,  I  wish  you 
would  find  out  for  Mr.  Gardner  tne  names  of  the  officers  of  each  one 
of  these  concerns  for  whom  subpcenaes  were  issued. 

Mr.  Gardner.  I  would  like  to  find  out  anybody  representing  any 
of  these  concerns  mentioned  in  your  list  who  are  not  at  present  con* 
nected  with  the  United  States  Steel  Corporation. 

Mr.  LiNDABURY.  More  than  half  of  the  names  are  disconnected. 

Mr.  Gardner.  The  witness  who  preceded  you  spoke  of  you  having 
been  of  great  assistance  to  him  in  nis  campaign.  Are  you  a  member 
of  any  political  organization  in  your  town? 

Mr.  Katjppman.  No,  sir. 

Mr.  Gardner.  And  you  never  have  been! 

The  Chairman  (interposing).  Are  you  a  Democrat  or  Republican? 

Mr.  EIattffman.  A  Kepubucan. 

Mr.  Gardner.  And  you  were  of  great  assistance  to  the  gentleman 
in  his  campaign? 

Mr.  Kaupfman.  Yes,  sir. 

Mr.  Gardner.  Although  he  was  a  Democrat? 

Mr.  Kauffman.  He  was  a  Keystoner. 

Mr.  Gardner.  And  you  have  been  very  much  interested  in  politics 
for  a  good  many  years  ? 

Mr.  Kauffman!  Yes,  sir;  I  ran  a  newspaper. 

Mr.  Young.  A  political  newspaper? 

Mr.  Kauffman.  A  newspaper.  We  take  parts;  we  are  independ- 
ent. 

Mr.  Gardner.  You  have  done  a  good  deal  of  work  in  local  politics 
outside  of  your  newspaper  work? 

Mr.  Kauffman.  Certainly;  we  live  in  a  small  town. 

Mr.  Gardner.  You  are  a  voluntary  worker,  you  have  never  been 
paid  for  your  work?  . 

Mr.  Kauffman.  I  never  have  been. 

Mr.  Gardner.  By  way  of  advertisements  in  your  newspaper  or 
otherwise? 

Mr.  Kauffman.  We  have  been  always  on  the  wrong  side. 

Mr.  Gardner.  You  did  not  answer  my  question.  I  asked  if  you 
had  ever  been  paid? 

Mr.  Kauffman.  No,  sir;  we  have  never  been  paid. 

Mr.  Gardner.  When  you  set  up  this  agreement  you  were  aware 
that  it  was  criminal? 

Mr.  Kauffman.  Yes. 

Mr.  Gardner.  And  it  made  an  impression  upon  you  at  the  time? 

Mr.  Kauffman.  After  it  had  been  set  up  my  attention  was  called 
to  it. 

Mr.  Gardner.  And  it  made  a  great  impression  on  you  ? 
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Mr.  Kauffman.  Yes,  sir. 

Mr.  Gabdner.  And  you  knew  all  the  circumstances  you  have  re- 
lated without  having  talked  them  over  with  your  brother  ? 

Mr.  Kauffman.  No;  we  have  talked  them  over  in  10  years. 

Mr.  Gabdner.  Do  you  remember  the  name  of  the  president  of  the 
Illinois  Steel  Co.  ? 

Mr.  Kauffman.  No,  sir. 

Mr.  Gardner.  Would  you  recognize  it  if  I  suggested  John  W. 
Gates? 

Mr.  E^AUFFMAN.  No,  sir. 

Mr.  Gardner.  You  can  not  say  whether  Mr.  Gates  was  the  presi- 
dent of  the  Illinois  Steel  Co.  at  that  time  or  not  t 

Mr.  £[auffman.  No,  sir. 

Mr.  Gardner.  What  steps  did  you  take  during  the  10  years  to 
bring  this  to  the  attention  of  the  prosecuting  authorities? 

Mr.  Kauffman.  None  whatever. 

Mr.  Gardner.  Whv  not? 

Mr.  Kauffman.  Well,  what  good  would  it  have  done? 

Mr.  Gardner.  What  good  does  it  do  to  brin^  questions  to  the  atten- 
tion of  the  prosecuting  authorities?  You  woiud  have  done  your  duty 
at  all  events  whether  they  did  or  not.  But  that  is  your  reason — be- 
cause you  thought  it  would  do  no  ^ood?  You  believed  tliat  such 
evidence  would  not  be  considered  by  the  prosecuting  authorities? 

Mr.  Kauffman.  At  that  time,  I  certamly  did. 

Mr.  Gardner.  And  you  were  a  Eepublican  all  the  time  that  you 
believed  that  the  Federal  courts  would  not  take  co^izance  of  an 
accusation  of  this  sort — ^you  continued  to  be  a  Kepubkcan  in  spite  of 
that? 

Mr.  £[auffman.  Certainly. 

Mr.  Gardner.  You  say  that  Mr.  Huston  made  the  statement  that 
he  was  doing  this  for  a  pool  formed  at  that  time? 

Mr.  Ejluffman.  Yes,  sir. 

Mr.  Gardner.  He  made  that  statement  to  you  ? 

Mr.  EIauffman.  He  made  that  statement. 

Mr.  Gardner.  To  you  directly? 

Mr.  Kauffman.  To  me  directly. 

Mr.  Gardner.  That  this  work  was  to  be  done  for  the  pool  ? 

Mr.  Ejiuffman.  Yes,  sir. 

The  Chairman.  Are  you  a  lawyer? 

Mr.  Kauffman.  No,  sir. 

The  Chairman.  You  never  practiced  law? 

Mr.  Kauffman.  No,  sir. 

The  Chairman.  It  was  after  it  was  to  be  carried  into  effect  before 
you  talked  with  a  lawyer  about  it? 

Mr.  Ejluffman.  You  understand,  I  set  this  agreement  up,  as  a 
printer  will  do.  It  was  printed  for  Mr.  Huston,  and  the  copy  did 
not  impress  me  until  Mr.  Van  Ormer  came  to  my  office. 

The  Chairman.  Is  that  Mr.  Van  Ormer  sitting  behind  you? 

Mr.  Kauitman.  Yes,  sir. 

Mr.  Gardner.  When  did  he  come  to  your  office  ? 

Mr.  Kavftman.  Within  a  week  after  it  was  printed. 

Mr.  Gardner.  And  that  was  the  first  time  you  became  aware  of  the 
criminality  which  you  just  stated  you  were  aware  of? 

Mr.  Kauffman.  Yes,  sir. 
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The  Chaibman.  What  relation  did  he  have  to  that  company? 

Mr.  Kauffman.  I  do  not  know  that  he  had  any.  He  was  the 
secretary  to  Mr.  A.  F.  Huston. 

The  Chairman.  Of  the  Lukens  Iron  &  Steel  Co.  ? 

Mr.  E^AUFFMAN.  Yes,  sir. 

Mr.  Young.  You  have  told  us,  then,  substantially  all  you  know 
about  this  paper ! 

Mr.  E[auffman.  I  have. 

Mr.  Young.  You  have  no  knowledge  whether  an  agreement  similar 
in  terms  to  that  was  ever  executed  ? 

Mr.  Kauffman.  Only  Mr.  Huston  said  that  his  company  never 
asked  for  anything  out  of  the  pool  and  that  the  other  company  in 
Coatesville  did. 

Mr.  Young.  In  doing  that  did  he  refer  to  this  agreement! 

Mr.  Kauffman.  Yes,  sir.  He  referred  to  the  percentage  in  the 
agreement.  Of  course  we  were  very  proud  at  getting  14J  per  cent 
in  a  little  village  like  Coatesville. 

Mr.  Young.  He  said  something  to  this  effect:  That  he  had  never 
asked  any  favors  as  to  his  percentage  according  to  the  agreement 
you  printed  for  him  ? 

Mr.  Kauffman.  He  said  he  had  never  had  to  ask  the  pool  for 
any  tonnage  to  make  up  their  percentage,  while  the  Wvorth  people, 
in  the  same  town,  were  continually  asking  the  pool. 

Mr.  Young.  He  told  you  that  ? 

Mr.  Kauffman.  Yes,  sir;  that  was  the  understanding  between 
him  and  me. 

Mr.  Young.  Will  you  please  wait  until  I  finish  my  question^  and 
perhaps  you  will  understand  it  better  and  can  answer  it.  Did  he 
say  to  you  that  the  pool  to  which  he  referred  was  organized  in  ac- 
cordance with  the  agreement  or  proposed  agreement  which  you 
printed. 

Mr.  Kauffman.  No;  we  were  talking  about  the  percentage  that 
that  pool  gave  us.  •       ^ 

Mr.  Young.  That  answers  the  question.  He  did  not  say  it  was 
organized  as  a  result  of  the  agreement. 

Mr.  Gabdnzr.  I  did  not  hear  the  witness's  answer  to  your  last 
question. 

Mr.  Young.  He  said  no. 

Mr.  Gabdnjer.  Did  he  say  no? 

Mr.  Young:  Yes;  he  said  no. 

Mr.  Gabdneb.  I  want  to  hear  his  answer.  I  did  not  hear  his 
answer. 

(The  last  preceding  question  and  answer  were  read  by  the  ste- 
nonapher.) 

Mr.  Young.  What  pool? 

Mr.  Kauffman.  The  pool  I  printed  the  contract  for;  that  is  the 
only  thing  I  ever  knew  sibout. 

Mr.  Young.  But  did  he  say  directly  or  indirectly  that  that  pool 
was  or^nized  according  to  the  agreement  you  printed  ? 

Mr.  Kauffman.  We  were  talking  about  the  percentage  that  Coates- 
viUe  got  under  that  agreement. 

Mr.  Young.  Can  you  not  answer  my  question  directly? 

Mr.  Kauffman.  I  am  answering  it. 

Mr.  Young.  It  can  be  answered  oy  yes  or  no. 
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Mr.  Kauffman.  We  were  talking  about  the  percenta^  that  that 
pool  gave  us.  He  said  he  did  not  have  to  ask  tne  pool  for  any  ton- 
nage, and  the  Worth  people  continually  asked  them 

Mr.  Young.  Yes;  I  understand.  I  have  heard  that  three  or  four 
times. 

Mr.  BIauffman.  Well,  now,  that  is  all  of  it. 

Mr.  Young.  Now,  who  was  this  gentleman  that  came  and  got  the 
papers? 

Mr.  Kauffman.  Mr.  Van  Ormer. 

Mr.  Young.  You  said  he  made  to  jou  the  statement  that  the  presi- 
dent of  the  Illinois  Steel  Co.  had  said  that  if  that  agreement  got  out 
he  would  go  to  State's  prison. 

Mr.  Kauffman.  That  the  laws  in  Illinois  were  such  that  it  would 
put  him  in  jail — could  put  him  in  jail. 

Mr.  Young.  Mr.  Van  Ormer  said  that  to  you  ? 

Mr.  Kjluffman.  To  me;  yes. 

Mr.  Young.  You  did  not  ask  him  any  questions  in  regard  to  it? 

Mr.  Kauffman.  I  asked  him  why  they  were  so  carefol  with  it. 

Mr.  Young.  And  he  volunteered  that  statement? 

Mr.  Kauffbian.  Yes. 

Mr.  Young.  Did  it  not  strike  you  as  a  little  remarkable  that  a  man 
who  was  so  anxious  that  this  matter  should  not  get  out  that  he  looked 
through  the  wastebasket  for  the  old  papers  should  volunteer  to  you 
the  statement  that  it  was  a  criminal  agreement?  Did  not  that  strike 
you  as  remarkable,  at  the  time  ? 

Mr.  Kauffman.  Well,  perhaps  it  did,  at  the  time. 

Mr.  Young.  Yes;  that  is  all. 

TESTIHONT  OF  MB.  B.   0.  RICHMOND,   MANAOEB  AND  SALES 
MANAGER  OF  THE  WATEBBTTBY  CO.,  NEW  YOBK  CITY,  N.  T. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  business? 

Mr.  Richmond.  I  am  manager  and  sales  manager  of  the  Waterbury 
Coy  in  New  York  City. 

The  Chairman.  What  do  they  make? 

Mr.  Richmond.  They  are  manufacturers  of  wire  rope. 

The  Chairman.  Up  until  1905  or  1906  was  your  company  con- 
nected with  any  pool  or  agreement  about  the  sale  of  wire  rope? 

Mr.  Richmond.  In  1905  and  1906  we  belonged  to  the  Wire  Rope 
Association. 

The  Chairman.  The  Wire  Rope  Association.  This  is  another  one 
of  these  associations.  And,  by  the  way,  I  have  sent  a  message  to 
the  Department  of  Justice,  and  I  am  advised  by  Mr.  Lehmann  that 
the  wire-rope  contract  is,  in  its  essentials,  similar  to  this  one;  that  that 
is  in  New  York,  but  he  understands  that  it  is  like  this  one. 

Mr.  LiNDABURY.  He  has  seen  this  one? 

The  Chairman.  Yes;  I  have  sent  him  a  copy  of  this  one.  I  was 
told  the  same  in  New  York.  But  that  contract  is  in  New  York.  I 
will  be  glad  to  show  the  committee  the  copies  of  the  indictments  that 
recite  the  contract.  That  is  how  I  knew.  Were  Roebling  &  Sons 
members  of  that  association  ? 

Mr.  Lindabtjry.  Have  you  not  seen  the  wire-rope  agreement? 

The  Chairman.  No,  sir. 
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Mr.  LiNDABURT.  Have  you  not  read  the  indictments  ? 

The  Chairman.  I  have  read  the  indictments  which  recite  the  sub* 
stance  of  it,  but  I  say  it  has  the  same  structure.  It  is  all  this  scheme 
about  the  putting  it  into  the  hands  of  one  pool,  and  having  a  treas^ 
urer,  and  so  forw.    It  is  a  very  artistically  gotten  up  scheme. 

Were  John  A.  Soebling's  Sons  Co.  members  of  that  association  t 

Mr.  BiGHMOND.  Yes;  as  I  recollect. 

The  Chairman.  Were  the  Hazard  Manufacturing  Co.  members 
of  it! 

Mr.  Richmond.  Yes;  as  I  recollect. 

The  Chairman.  Were  the  American  Steel  &  Wire  Co.  members? 

Mr.  Richmond.  Yes ;  as  I  recollect. 

The  Chairman.  And  was  the  Trenton  Iron  Co.  a  member  of  itf 

Mr.  Richmond.  Yes;  as  I  recollect. 

Mr.  Young.  I  can  not  hear  the  witness. 

Mr.  Richmond.  I  have  answered  in  the  affirmative  to  each  ques- 
tion. 

Mr.  YotTNo.  Can  we  not  prove  this  by  the  agreement  ? 

Mr.  LiNDABURY.  If  you  will  permit  me,  Mr.  Chairman,  the  witness 
is  making  answers,  every  one  of  which  is  erroneous,  no  doubt  by 
mistake  on  his  part  The  American  Steel  &  Wire  Co.  was  not  a 
party  to  that  agreement,  and  if  you  produce  it,  you  will  find  it  is 
not  so. 

The  Chairman.  I  have  no  access  to  ^e  documents  in  the  Depart- 
ment of  Justice.  Have  I  not  sent  resolution  after  resolution  to  the 
Attorney  General  and  one  request  after  another,  asking  him  to  fur- 
nish me  these  things ;  and  he  always  replies,  ^^  It  is  not  consistent 
with  public  policy  to  let  you  knoW  an^ning  about  what  we  know, 
Mr.  Stanley. '  I  am  tired  of  fooling  with  i^  and  I  am  going  on  to 
investimte  it  myself. 

Mr.  I  ouNO.  The  parties  to  the  agreement  probably  have  it. 

The  Chairman.  1  wish  to  say  that  that  does  not  refer  to  Mr.  Leh- 
mann,  who  is  fighting  from  the  shoulder,  and  he  will  let  me  have  any- 
thing he  has  got.  But  I  am  tired  of  fooling  with  the  Attorney  Gen- 
eral. I  do  not  wish  to  criticize  him.  He  simply  does  not  see  it  my 
way. 

Mr.  Young.  We  do  not  want  third-rate  evidence  until  we  have 
tried  to  set  the  first. 

The  C&AiRMAN.  I  have  tried,  Mr.  Younff. 

Mr.  Young.  Have  we  subpoenaed  anybody? 

The  Chairman.  I  have  sent  him  request  after  request,  and  the 
Committee  on  Judiciary  has  also  requested  him,  and  he  has  answered 
that  it  is  not  consistent  with  public  policy. 

Mr.  Young.  Have  we  subpoenaed  anybody  to  bring  it? 

The  Chairman.  No. 

Mr.  LiNDABURY.  I  think  the  chairman  knows,  as  every  well-in- 
formed person  knows,  that  all  of  those  parties  were  indicted  after 
six  weeks'  investigation  in  New  York;  and  I  think  the  chairman 
^ows — ^at  least  I  told  him  so  on  Friday — that  the  American  Steel  & 
Wire  Co.  was  not  indicted. 

The  Chairman.  But  there  are  members  and  officers  of  the  Ameri- 
can Steel  A  Wire  Co.  indicted? 

Mr.  LiNDABURY.  Yes ;  but  you  spoke  of  the  Steel  &  Wire  Co. 
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The  Chairman.  To  that  extent,  then,  I  am  incorrect.  I  will  ask 
you,  Mr.  Richmond,  to  examine  that  book  and  answer  me  if  you  ever 
saw  one  like  it  [handing  small  red  book  to  the  witness]  wnen  you 
were  a  member  of  that  association? 

Mr.  BioHMOND.  Not  exactly  like  that.  I  have  seen  books — ^I  have 
seen  a  book  very  much  similar  to  that,  but  I  could  not  say  ^at  I  have 
seen  one  identical  with  that. 

The  Chairman.  I  mean  with  the  same  names,  practically? 

Mr.  BiGHMOND.  I  can  not  answer  that,  because  1  would  not  know 
the  names  of  all  the  representatives  that  may  have  been  in  this  Wire 
Bope  Association. 
^  The  Chairman.  You  did,  when  you  were  a  member  of  that  asso- 
ciation, have  a  book  for  the  use  of  sales  agents  ? 

Mr.  Richmond.  For  the  use  of  sales  agents,  giving  the  names. 

The  Chairman.  Giving  the  names  of  various  persons  ? 

Mr.  Richmond.  Yes. 

The  Chairman.  Where  do  you  reside  now  ? 

Mr.  Richmond.  In  New  York  City. 

The  Chairman.  Does  John  A.  Roebling's  Sons  Co.  do  business 
in  New  York  City? 

Mr.  Richmond.  They  do. 

The  Chairman.  Are  Howard  H.  Baker  &  Co.  their  representa- 
tives? 

Mr.  Richmond.  I  could  not  answer  that  question. 

The  Chairman.  Were  they  their  representatives  in  1905  ? 

Mr.  Richmond.  I  could  not  say,  at  that  time.  That  would  neces- 
sitate my  studying  up  the  records. 

The  Chairman.  I  wiU  a^  you  if  the  Hazard  Manufacturing  Co. 
do  business  there? 

Mr.  Richmond.  They  do. 

The  Chairman.  Are  Walbridge  &  Co.  their  agents  there? 

Mr.  Richmond.  Walbridge  &  Co.  are  not  in  New  York  City,  so 
far  as  I  know.    I  do  not  know  them. 

The  Chairman.  Where  is  your  town? 

Mr.  Richmond.  New  York  City. 

The  Chairman.  The  American  Steel  &  Wire  Co.  does  business 
there? 

Mr.  Richmond.  They  have  an  office,  as  I  understand. 

The  Chairman.  They  have  an  office  there? 

Mr.  Richmond.  And  I  presume  sales  agents. 

The  Chairman.  Have  you  the  Wholesale  Hardware  Co.  there 
now  ? 

Mr.  Richmond.  No;  I  believe  it  is 

The  Chairman,  The  Buffalo  Wholesale  Hardware  Co.? 

Mr.  Richmond.  Are  you  referring  to  Buffalo? 

The  Chairman.  Is  the  Buffalo  Wholesale  Hardware  Co.  still 
there? 

Mr.  Richmond.  I  do  not  know. 

The  Chairman.  Have  the  Trenton  Iron  Co.  a  business  office  there) 

Mr.  Richmond.  They  have  an  office. 

The  Chairman.  Are  Beals  &  Co.  there  now — ^Beals  &  Brown 
formerly? 

Mr.  Richmond.  No  such  concern. 

The  Chairman.  Do  you  know  anything  about  A.  Leschen  A  Sons 
Rope  Co.? 
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Mr.  BicHMOND.  They  have  an  office  in  New  York  CJity. 

The  Chairman.  Are  Weed  &  Co.  their  agents  there  now  ? 

Mr.  Richmond.  I  could  not  answer  that. 

The  Chairman.  All  right.  I  will  ask  vou  if  you  ever  saw  a  docu- 
ment like  that  [handing  same  to  witness]  f  Do  you  know  whose  hand- 
writing that  is  on  that  document  ? 

Mr.  KiCHMOND  (after  examining  same).  I  do. 

The  Chairman.  Whose  is  it? 

Mr.  Richmond.  It  was  a  private  desk  record  of  a  list  furnished  to 
agents  of  ours. 

The  Chairman.  Do  you  know  the  handwriting  on  there  ? 

Mr.  Richmond.  I  know  the  handwriting. 

The  Chairman.  Did  you  furnish  that  to  me? 

Mr.  Richmond.  No,  sir. 

The  Chairman.  Do  you  know  anything  about  how  I  got  it? 

Mr.  Richmond.  I  have  not  the  slightest  idea,  unless  it  was  ab- 
stracted from  my  private  files  or  given  through  some  agent  who  had 
no  authority  to  oispose  of  it. 

The  Chairman.  That  disappeared  from  your  desk  somehow  f 

Mr.  Richmond.  It  disappeared  from  my  desk,  or  it  might  have 
been  given  to  an  agent  of  ours  who  has  abused  his  rights  and  priv- 
ileges. 

The  Chairman.  I  will  say  for  the  gentleman  that  he  is  absolutely 
innocent  of  where  that  came  from,  just  as  I  am.  That  came  to  me 
through  the  mail. 

Mr.  Lindabury.  From  where  ? 

The  Chairman.  Through  the  mail. 

Mr.  Lindabury.  From  Coatesville? 

The  Chairman.  No.  sir. 

Mr.  Lindabury.  All  right. 

Mr.  Richmond.  May  I  see  that  [indicating  manila  envelope]  ? 

The  Chairman.  No,  sir ;  you  can  not  see  that,  because  it  does  not 
concern  you.    I  will  show  it  to  the  committee. 

Mr.  l^CHMOND.  Have  you  any  objection  to  giving  me  the  town 
that  it  came  from? 

The  Chairman.  I  do  not  know.  It  is  hard  to  make  out  the  town 
from  this  postmark.  Oh,  I  do  not  want  to  keep  anything  from  you. 
I  will  let  you  see  it.  [Handing  manila  envelope  to  witness.]  That 
came  to  me  through  the  mails.    I  do  not  know  who  sent  it  myself. 

Mr.  Young,  miat  is  that? 

The  Chairman.  It  is  a  schedule  of  prices.  Now,  Mr.  Richmond^ 
I  will  ask  you  if  this  document  does  not  fix  the  prices  for  all  kinds  of 
iron  and  steel  wire  rope,  with  the  exception  of  rope  for  suspension 
bridges,  flat  rope,  ropes  of  a  sinjgle  strand,  bright,  annealed,  tinned, 
and  copper  sash  cord,  seven  wires  to  the  strand,  one-quarter  inch 
diameter,  and  less,  and  rope  sold  for  export  and  actually  exported! 

Mr.  Richmond.  May  I  susk  as  of  what  date  that  is  ? 

The  Chairman.  As  of  date  of  September  21, 1906. 

Mr.  Lindabury.  I  object.  That  is  what  appears  upon  the  face 
of  it. 

Mr.  Richmond.  The  document  in  itself  covers  the  conditions  then 
existing. 

The  Chairman.  Now,  when  your  company  was  in  this  pool — ^and 
it  is  not  now — ^I  will  ask  you  if  you  sold  oright  rope  and  bright  rope 
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when  galvanized  and  galvanized  guy  rope  and  wire  rope  fittings  and 
switch  ropes  snd  labor  splicing  enmess,  and  all  ropes  more  than  six 
strands  and  center,  and  galvanized  ^y  rope,  rigging,  etc.,  at  tlie 
prices  fixed  in  these  schedules;  that  is,  while  you  were  members  of 
the  association  f    You  do  not  know ;  I  understand  that. 

Mr.  Richmond.  Substantially,  yes.  In  instances,  no.  We  reserved 
our  right  to  sell  at  prices  that  we  elected  to. 

The  Chairman.  1  will  ask  you  if  at  that  time  the  United  States 
was  divided  up  into  territories  known  ss  the  eastern  territory,  com- 
posed of  Missouri,  Minnesota,  Iowa,  Arkansas,  and  Louisiana,  and 
mcludine;  points  on  either  bank  of  the  Missouri  River  between  Sioux 
City  and  Kansas  City,  Mo.,  and — I  will  finish  the  whole  question — 
into  a  western  territory,  including  North  Dakota,  South  Dakota, 
Nebraska,  Kansas — excepting  points  on  Missouri  River  between  Sioux 
City  and  Kansas  City— vTexas,  Oklahoma,  and  Indian  Territory? 

Mr.  Richmond.  There  was  a  territorial  division. 

The  Chairman.  Yes ;  as  named  in  this  ? 

Mr.  Richmond.  As  named  in  this. 

The  Chairman.  By  which  your  salesmen  were  governed  ? 

Mr.  Richmond.  Yes. 

Mr.  LiNDABTTRT.  May  I  see  that  a  moment? 

The  Chairman.  Yes. 

Mr.  Young.  Are  you  offering  these  docimients? 

The  Chairman.  Yes ;  I  want  to  show  them  to  the  committee. 

Mr.  Richmond.  You  understand,  we  have  not  been  identified  with 
that  association  or  combination,  or  whatever  you  elect  to  term  it — 
the  Wire  Rope  Association,  as  known  and  shown  by  that  yellow 
sheet— since  the  1st  of  January,  1907,  and  have  had  no  identification 
with  it  in  any  way. 

The  Chairman.  I  will  say  to  Mr.  Richmond  that  I  would  not  have 
cross-questioned  him  so  carefully  and  insistently  about  this  if  I  had 
not  every  reason  to  believe  that  that  statement  is  correct;  and  the 
committee  understands  your  legal  status. 

Mr.  Gardner.  May  I  ask  you  a  personal  question  ? 

Mr.  Richmond,  res;  sir.  ^         ^  ^ 

Mr.  Gardner.  Whose  handwriting  is  this  ? 

Mr.  Richmond.  In  the  book  or  on  that  yellow  sheet  ? 

Mr.  Gardner.  On  the  yellow  paper. 

Mr.  Richmond.  The  yellow  paper  has  my  own  handwriting  on  iL 

Mr.  LiNDABURY.  Was  this  one  of  the  so-called  Jackson  pools? 

Mr.  Richmond.  Mr.  Jackson  was  supervisor  at  that  time. 

Mr.  Gardner.  Mr.  Chairman,  I  do  not  quite  understand  this  thing^. 
What  is  this  purposed  to  be  an  agreement  oetween? 

The  Chairman.  What? 

Mr.  Gardner.  What  is  this  purposed  to  be  an  agreement  between? 
Of  what  pool  is  this  evidence  ? 

Mr.  Richmond.  That  simplv  was  the  agents'  instructions  of  what 
was  then  known  as  the  Wire  Rope  Association. 

I  wish  to  make  a  correction  in  a  statement — ^not  necessarily  a  cor- 
rection, but  a  change.  In  referring  to  the  names  of  the  companies, 
I  do  not  recall  the  lull  names  of  all  the  manufacturers  or  their  ag^ts 
that  may  have  been  represented.  In  speaking  of  it  generally,  I  sim- 
ply am  speaking  without  reference  to  any  records.  I  do  not  recall 
absolutely  how  many  were  in,  but  I  know  that  wire-rope  manufac^ 


UNITED  STATES  STEEL  COBPORATION.  567 

turers  met  under  the  supervision  of  Mr.  Jackson,  as  that  paper  in- 
dicates. 

Mr.  Gardner.  Where  could  we  get  a  record  showing  who  were 
members  of  this  association? 

Mr.  Richmond.  Mr.  Stanley's  book  gives  it,  I  presume.  I  do  not 
know  that  book,  because  I  have  not  a  copy  of  it,  but  Mr,  Stuiley's 
book  purports  to  be  a  record  of  the  a^ente.    I  refer  to  that  red  book. 

Mr.  Young.  That  is  the  pool  that  is  being  indicted  now,  is  it  not} 

Mr.  LfiKDABURY.  Yes.  Now,  if  the  committee  desires  and  thinks 
it  worth  while  or  important  to  go  into  tiiat  matter,  I  will  do  what  I 
can  to  facilitate  its  inquiry.  To  develop  it  in  the  re^lar  way 
would  take  a  good  many  days,  probably  weeks.  There  is  not  any 
doubt  that  there  were,  a  lot  of  those  steel  and  wire  pools.  This  is  one. 
There  were  a  number  of  others.  They  were  all  indicted — all  the  mem- 
bers of  aU  of  them  were  indicted — in  New  York  quite  recently.  Those 
pools  were,  I  think,  quite  ancient  in  their  inception,  and  they  were 
continued  down  to  some  time  in  1908.  The  Steel  Corporation  as  such 
was  in  no  way  connected  with  them,  and  its  officers  had  no  informa- 
tion respecting  Uiem,  and  a  most  searching  investigation  before  the 
grand  jury  oi  New  York  completely  developed  that  fact;  but  one  of 
Qie  subsidiaries  of  the  United  States  Steel  Corporation  was,  though 
not  directly. 

The  Chairhan.  Excuse  me.  I  am  not  questioning  vour  statement 
at  all ;  but  if  you  care  to  make  that  character  of  proof,  I  would  pre- 
fer that  you  should  do  it  sometime  when  you  can  put  a  witness  on 
the  stand  that  I  can  cross-examine.    I  know  that  the  gentleman  is 

fiving  us  what  he  believes  to  be  correct,  but  I  must  say  tl^t  I  entirely 
iffer  from  him  in  his  conclusions. 
Mr.  LiNDABURT.  As  to  what  ? 

The  Chairman.  As  to  the  absolute  lack  of  responsibility  as  be- 
tween the  parent  and  the  subsidiary  companies.  It  is  a  matter  of 
law  as  to  the  construction  of  the  diarter  and  minutes.  I  do  not 
think  that  the  company  could  do  a  thing  of  that  kind  without  mak- 
ing the  United  States  Steel  Corporation  responsible.  I  am  not  say- 
ing that  these  pools  have  been  organized 

Mr.  LiNDABURT.  Do  not  misunderstand  me.  I  was  Galj  prompted 
by  a  desire  to  facilitate  matters  for  the  committee  if  they  aesirra  it 
Of  course  I  am  willing  that  the  committee  should  develop  the  facts 
in  its  own  way,  but,  as  I  have  said,  I  can  ^et  you  copies  of  the  agree- 
ment, because  they  were  all  developed  before  the  grand  jury  in  l^ew 

The  Chairman.  Can  you  get  us  copies  of  this  steel-plate  agree- 
ment? 

Mr.  LiNDABURT.  One  moment.  No,  sir.  Our  secretary  says  that 
he  has  no  copies,  and  has  never  heard  of  it,  and  has  no  papers  con- 
nected with  it,  and  we  know  nothing  of  that ;  but  as  to  the  steel  and 
wire  agreements  which  you  now  have 

The  Chairman.  Does  the  district  attorney  have  a  copy  of  them? 

Mr.  LiNDABURT.  I  do  not  know  whether  the  district  attorney 
would  have.    He  would  not,  certainly,  give  you  an  original. 

The  Chairman.  We  would  appreciate  an  original  very  much  of  all 
of  these. 

Mr.  LiNDABXTRT.  Well,  we  have  not  an  original.  The  American 
Steel  &  Wire  Co.  was  not  a  member,  you  will  understand. 
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The  Chaibman.  And  I  would  be  very  much  obli^d,  also,  if  you 
would  advise  the  committee  as  to  who  drew  these  thmgs. 

Mr.  LiNDABXTBT.  I  have  not  the  slightest  information.  Which  ones 
do  you  mean? 

The  Chairmak.  Any  of  them.  The  wire  agreement,  or  any  of 
the  rest  of  them. 

Mr.  LiNDABURY.  There  is  no  doubt  about  who  drew  the  steel  and 
wire  agreement.  The  plate  agreement  I  know  nothing  about.  I 
never,  until  the  testimony  of  this  printer  was  developed  this  morn- 
ing, heard  of  it.  But  as  to  the  steel  and  wire  agreements  you  refer 
to,  they  were  undoubtedly  drawn  by  Jackson. 

The  Chairman.  Is  he  a  lawyer? 

Mr.  LiNDABUHY.  He  is  a  lawyer,  practicing  in  New  York,  who 
stated  to  the  gentlemen  whom  he. got  tc^ether,  and  out  of  whom 
or  with  whom  ne  formed  the  pool,  that  he  nad  developed  this  scheme 
and  submitted  it  to  the  Department  of  Justice,  and  tnat  it  had  been 
approved,  and  that  it  was  legal,  in  his  opinion  and  in  that  of  the 
Department  of  Justice.  These  gentlemen  went  into  it  and  carried 
it  alon^,  and  the  thing  was  developed  in  a  recent  inquiry  before  the 
grand  jury,  and  indictments  were  found.  But  if  the  committee  de- 
sires to  set  itself  the  task  of  connecting  the  United  States  Steel 
Corporation,  or  its  principal  officers,  with  that  pool,  either  directly 
or  indirectly,  why,  that  is  an  undertakinff  worthy  of  the  time.  But 
these  other  things  can  not  be,  because  they  can  not  hurt  the  Steel 
Corporation.  It  can  not  hurt  the  Steel  Corporation  that  some  sub- 
sidiary was  doing  something  that  it  knew  nothing  of  and  that  it  dis- 
approved of.    That  will  be  a  matter  of  record. 

Mr.  Oabdneb.  Is  all  of  this  pamphlet  offered  in  evidence  ? 

The  Chaibman.  Yes ;  I  put  every thinjp  in. 

Mr.  Gabdneb.  Does  it  all  go  together  f 

The  Chairman.  Yes. 

Mr.  Gabdneb.  I  notice  that  this  letter  is  dated  August,  1911. 

The  Chaibman.  Oh,  I  did  not  put  that  in.  It  just  suggests  that 
certain  persons  be  summoned. 

Mr.  Gabdneb.  Is  this  the  Lukens  Iron  &  Steel  Co.  ? 

The  Chaibman.  No  ;  it  is  just  something  that  I  had  in  my  papers. 

Mr.  Gabdneb.  I  see  that  this  letter  speaks  of  this  agreement  as  an- 
tedating the  Sherman  antitrust  law.    That  is  an  error. 

The  Chaibman.  Yes.  That  letter  came  unsigned,  saying  that 
these  people  should  be  summoned. 

Mr.  Gabdneb.  Does  Mr.  Richmond  know  how  long  that  agreement 
had  been  in  existence?  Here  is  an  anonymous  letter  which  suggests 
that  the  agreement  had  been  in  existence  before  the  Sherman  anti- 
trust law. 

Mr.  Richmond.  I  could  not  answer  as  to  that 

Mr.  LiNDABUBY.  I  think  that  may  be  so^  because  a  member  of  it  told 
me  a  day  or  two  ago — ^a  gentleman  who  is  in  this  room  now-— rthat  it 
was  25  years  old. 

The  Chaibman.  These  agreements  run  away  back  yonder.  They 
were  the  old  agreements  that  they  had  when  the  various  companies 
were  organizea,  and  when  the  United  States  Steel  Corporation  was 
organized  they  continued  to  do  business  m  the  same  ola  way  at  the 
same  old  stand,  up  to  1908 ;  but  this  Waterbury  Co.  withdrew  from 
this  agreement. 
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Mr.  Young.  This  is  dated  in  1907.  [Addressing  the  witness.] 
Did  you  recognize  this  writing  ? 

Mr.  BicHMOND.  On  the  white  envelope ! 

Mr.  Young.  On  the  envelope  in  which  this  came — that  is  the  ma- 
nila  envelope? 

Mr.  Richmond.  No;  I  did  not  recognize  it. 

The  Chairman.  I  have  no  idea  where  that  came  from. 

Mr.  Gardner.  Did  that  come  to  you  in  that  envelope  ? 

The  Chairman.  Yes.  [Indicating  mahila  envelope.]  It  is  under 
date  of  Auffust  30.  I  am  of  the  opinion  that  it  did.  I  will  not  be 
positive.  I  may  have  put  this  letter  in,  but  I  know  this  was  in  this 
book  [indicating]. 

Mr.  Gardner.  This  says,  ^^With  the  compliments  of  the  Lukens 
Iron  &  Steel  Co."    That  was  in  the  envelope? 

The  Chairman.  No;  that  letter  was  lyine  on  my  desk,  and  I  just 
picked  it  up.  This  was  something  that  Mr.  van  Ormer  had  here  this 
morning.  This  has  not  anything  more  to  do  with  this  matter  than 
an  almanac  or  a  daily  paper. 

Mr.  BsALL.  What  did  come  in  this  envelope  [indicating  manila 
envelope]  ? 

The  Chairman.  My  impression  is  that  these  three  things  came. 
This  is  not  in  evidence ;  this  is  simply  a  list  of  witnesses. 

Mr.  Beaix.  I  understand  this  little  red  book  having  printed  on 
the  back  of  it,  "Agents  for  sale  of  wire  rope,"  and  these  wire-rope 
prices  with  "  Private  and  confidential "  written  on  it 

The  Chairman.  And  Mr.  Richmond's  name  written  on  it. 

Mr.  Gardner.  And  this  letter  ? 

The  Chairman.  I  am  not  positive  about  that.  This  letter  may 
have  come  in  a  separate  envelope,  but  I  think  they  all  came  together. 

Mr.  Bealu  These  are  the  only  two  things  you  are  certain  about — 
this  red  book  and  the  yellow  paper  ? 

The  Chairman.  It  is  not  material.    This  is  only  a  list  of  wit- 


Mr.  LiNDABURT.  Would  you  mind  my  seeing  that  letter  % 

The  Chairman.  I  do  not  think  it  concerns  you. 

Mr.  Young.  It  is  dated  August,  1911. 

Mr.  LiNDABURY.  It  could  not  have  been  Auffustjl911. 

Mr.  Young.  This  is  a  copy  of  the  rules  of  uie  W  ire  Rope  Associa- 
tiom 

Mr.  Gardner.  I  do  not  believe  it  is  material. 

Mr.  Young.  This  is  simply  the  names  of  corporations  with  their 
offices. 

Mr.  LiNDABURT.  There  was  nobody  a  member  of  it  connected  with 
the  Steel  &  Wire  Ca  in  New  York,  except  Backus,  the  sales  agent. 

Mr.  Young.  If  this  is  a  letter  of  transmittal,  I  think  it  ought  to 
go  in  with  that  which  was  transmitted,  but  if  it  is  not  a  letter  of 
transmittal  I  do  not  think  it  oujght  to  go  in. 

Tlie  Chairman.  Under  the  circumstances,  I  do  not  think  it  is  ma- 
terial, since  Mr.  Kichmond  has  identified  these  two  papers;  at  least, 
he  has  identified  this  yellow  list  and  said  that  he  had  a  book  like  this 
[indicating  red  book]. 

Mr.  Beall.  Do  you  want  to  ask  Mr.  Kichmond  any  questions,  Mr. 
I^indabury  ? 
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Mr.  LdNDABTTHY.  No,  I  do  iiot;  but  I  want  to  ask  the  chairman  a 
question :  Whether  we  are  going  ahead  with  the  witnesses  on  the  steel 
plate  or  whether  we  are  going  on  with  the  witnesses  oa  the  wire 
rope? 

The  Chairmak.  I  do  not  know  whether  any  of  those  present  know 
anything  about  this  contract. 

Mr.  YouNO.  Mr.  Van  Onner  certainly  must  know  something  about 
the  first  agreement. 

The  Chaibman.  He  does  not  know  anything  that  I  consider  of 
any  importance. 

Mr.  YouKo.  He  is  the  man  that  collected  all  of  these  papecs  and 
destroyed  them. 

The  Chaibman.  I  will  let  him  take  the  stand  and  tell  anj^hing  he 
knows. 

Mr.  Bball.  Would  you  mind  if  I  asked  Mr.  Richmond  some  ques- 
tions? 

The  Chatrman.  Certainly  not;  not  at  all. 

Mr.  Beaix.  How  long  have  you  been  connected  with  this  Water- 
bury  company  ? 

Mr.  Richmond.  I  should  say  about  eight  or  nine  years. 

Mr.  BEAI4L.  In  what  capacity? 

Mr.  Richmond.  First  as  manager  of  one  of  the  branch  offices  in 
St.  Louis,  and  then  taking  chai^  of  the  Chicago  office,  and  then 
moving  to  New  York  about  1904. 

Mr.  Beall.  When  did  you  first  have  any  knowledge  of  the  Water- 
bury  Co.  being  connected  with  any  pool  sudi  as  is  indicated  here? 

Mr.  Richmond.  You  refer  to  that  as  a  pool;  we  would  call  it 
the  Wire  Rope  Association. 

Mr.  Beai^  Well,  the  Wire  Rope  Association  ? 

Mr.  Richmond.  That  was,  I  think,  in  December  of  1904. 

Mr.  Beall.  How  were  you  so  ady^aed  ? 

Mr.  Richmond.  What  do  you  say  ? 

Mr.  Beauu  How  did  you  set  that  information  ? 

Mr.  Richmond.  Simply  &om  haying  those  rules  to  follow,  and 
that  book  of  instructions  to  agents. 

Mr.  Bbai^  Were  you  supplied  with  a  book  that 

Mr.  Richmond.  Ajid  witn  that  ^^ellow  book. 

Mr.  Beaix.  a  book  similar  to  tms  [indicating  red  book]  ? 

Mr.  Richmond.  The  yellow  book.  And  salesmen  were  instructed 
to  conform  to  those  prices,  as  near  as  possible. 

Mr.  Beall.  Who  was  the  head  of  the  Waterbury  Co.  at  that  time  t 

Mr.  Richmond.  Mr.  J.  M.  Waterbury,  president. 

Mr.  Beall.  Is  he  liying  now  ? 

Mr.  Richmond.  Yes. 

Mr.  Beall.  Where  is  he  now  ? 

Mr.  Richmond.  Westchester,  N.  Y. 

Mr.  Beall.  Is  he  connected  with  the  Waterbury  Co.  at  this  time  ? 

Mr.  Richmond.  He  is  connected  at  this  time.  He  has  not  been 
actiye  for  some  time. 

Mr.  Beall.  Who  is  the  actiye  head  of  it? 

Mr.  Richmond.  He  comes  to  the  office  at  interyals,  but  between 
Mr.  Waterbury,  senior,  and  his  son,  they  are  actiye  in  the  financial 
department  of  the  company. 
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Mr.  Beall.  Do  you  know  who  represented  your  company  in  the 
formation  of  this  association  ? 

Mr.  KiOHMOKD.  As  to  the  formation,  I  do  not  know.  I  was  not 
in  New  York  at  the  time  they  received  their  first  instructions.  Just 
when  they  started  it,  I  do  not  know.  It  was  about  the  time  I  came  to 
New  York.  Who  had  the  original  or  first  interviews  looking  to  that 
Wire  Hope  Association  I  could  not  say. 

Mr.  BsAUi.  Do  you  know  whether  there  was  an  agreement  in 
writing  in  forming  this  association? 

Mr.  KicHMOND.  I  could  not  answer  that. 

Mr.  Beaix.  You  never  did  see  anything  of  the  sort  ? 

Mr.  Richmond.  No,  sir. 

Mr.  Beall.  You  say  you  withdrew  from  the  association  in  1907  ? 

Mr.  Bighmond.  We  withdrew  in  1907. 

Mr.  Bball.  How  did  you  withdraw?     * 

Mr.  KiCHMOND.  We  simply  announced  our  intention  that  we  would 
go  out  and  sell  to  trade  at  prices  and  terms  that  we  would  elect. 

Mr.  Beall.  To  whom  did  you  make  that  announcement? 

Mr.  Bighmond.  We  simply  withdrew ;  told  Mr.  Jackson  that  we 
had  concluded  to  withdraw  from  the  Wire  Bope  Association,  and 
from  that  time  we  acted  as  independent  manufacturers. 

Mr.  Beall.  Why  did  you  notify  Mr.  Jackson? 

Mr.  Bighmond.  As  he  was  supervisor  of  the  Wire  Bope  Associa- 
tion, we  naturally  notified  him  that  we  were  acting  on  our  own  re- 
sponsibility in  every  way,  shape,  and  form,  and  feR  that  we  should 
not  be  under  any  obligation  to  follow  any  instructions  that  they 
might  elect  to  have  salesmen,  to  have  agents,  or  the  trade  receive. 

Mr.  Beall.  While  the  Waterbury  Co.  was  a  party  to  this  associa- 
tion, was  Mr.  Jacl^on  the  supervisor  during  all  of  that  time? 

Mr.  Bighmond.  He  was  supervisor  all  the  time;  yes,  sir. 

Mr.  Beau^  What  appearea  to  be  the  duties  of  Mr.  Jackson  ? 

Mr.  Bighmond.  He  handled  the  correspondence  and  made  such 
suggestions  as  might  be  in  line  with  general  market  conditions. 

Mr.  Beall.  Did  he  have  an  office? 

Mr.  Bighmond.  He  is  a  lawyer,  and  had  an  office  in  New  York. 

Mr.  Beall.  Did  you  make  reports  to  him? 

Mr.  Bighmond.  Did  we  do  wnat  ? 

Mr.  Beall.  Did  you  make  reports  to  him  from  time  to  time  f 

Mr.  Bighmond.  We  made  sales  reports. 

Mr.  Beall.  Did  you  have  a  depbsit  ? 

Mr.  Bighmond.  Did  we  have  what? 

Mr.  Beall.  Did  the  Waterbury  Co.  make  a  deposit  wi<^  anyone  to 
guarantee  compliance  with  the  terms  of  the  association? 

Mr.  Bighmond.  That  was  out  of  my  department.  I  was  handling 
the  selling  end  of  it.  That  branch  of  the  business  would  come 
through  the  treasurer's  office,  so  that  I  can  not  give  testimony  as  to 
when  ne  deposited  or  whether  he  deposited  or  not.  I  assume  that 
he  did. 

Mr.  Beall.  Have  you  in  the  Waterbury  Co.'s  offices  any  corre- 
spondence of  Mr.  Jackson  covering  this  period  of  time? 

Mr.  Bighmond.  Have  I  had  ? 

Mr.  Beall.  Have  you  now  ? 

Mr.  Bighmond.  Have  we  now  ? 

Mr.  Beall.  Yes. 
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Mr.  BiOHHOND.  Well,  there  may  be  in  the  files,  but  I  have  not  made 
any  effort  to  investigate  those  files,  as  it  is  a  matter  of  such  long 
standing  that  we  were  not  interested.  We  simply  have  besn  out  ol 
it,  and  we  naturally  did  not  take  the  time  or  trouble  to  look  up  the 
correspondence.    There  may  be. 

Mr.  Beall.  Could  you  find  in  your  files  your  notification  to  Mr. 
Jackson  of  the  withdrawal  from  the  association? 

Mr.  Richmond.  Could  I  find  it  ? 

Mr.  Beall.  Yes;  a  copy. 

'Mr.  Richmond.  Yes;  I  think  I  could. 

Mr.  Beall.  Do  you  think  you  could  find  his  acknowledgment  of 
that  notice  of  withdrawal? 

Mr.  Richmond.  If  he  made  an  acknowledgment,  it  is  in  all  prob- 
ability on  file. 

Mr.  Beall.  Would  you  object  to  supplying  the  committee  with 
copies  of  all  the  letters  you  can  find  in  your  files  to  Mr.  Jackson,  and 
the  originals  of  all  letters  from  Mr.  Jackson,  up  to  the  time  you  with- 
drew from  it? 

Mr.  Richmond.  I  should  prefer  to  confer  with  counsel.  I  would 
claim  that  as  a  privilege  of  mine.  That  is  something  that  I  could 
not  consistently  do,  as  I  am  in  the  employ  of  the  Waterbury  Co.,  and 
not  an  officer.    I  shall  ask  the  right  of  taKing  that  up  with  counsel. 

Mr.  Beall.  Who  is  secretary  of  the  Waterbury  Co.  ? 

Mr.  Richmond.  Mr.  Frank  Morgan. 

Mr.  Beaul.  Mr.  Waterbury  is  still  president? 

Mr.  Richmond.  Mr.  Waterbury  is  still  president 

Mr.  Beall.  Who  is  vice  president? 

Mr.  Richmond.  J.  M.  Waterbury,  jr. 

Mr.  Beall.  Who  is  treasurer? 

Mr.  Richmond.  Frank  Morgan. 

Mr.  Beaix.  Where  is  your  office  in  New  York? 

Mr.  Richmond.  No.  80  South  Street,  New  York. 

Mr.  Beall.  How  long  has  the  Waterbury  Co.  been  in  business? 

Mr.  Richmond.  In  the  wire-rope  business,  you  refer  to? 

Mr.  Beall.  Yes. 

Mr.  Richmond.  I  should  judge  15  years. 

Mr.  Beall.  During  you  connection  with  it,  did  you  have  any 
knowledge  of  its  havmg  been  in  any  other  association  than  this  one! 

Mr.  Richmond.  Durmg  my  connection ;  no. 

Mr.  Lindabubt.  That  is  simply  a  successor  to  another  Waterbury 
Co.,  is  it  not? 

Mr.  Richmond.  I  did  not  quite  catch  the  question^  pardon  me. 

Mr.  LiNDABUKY.  You  said  16  years.  There  was  a  Waterbury  Co. 
lon^  before  that,  under  another  name? 

Mr.  Richmond.  Let  me  explain  that.  It  was  formerly  the  Water- 
bury Rope  Co.  before  the  organization  changed. 

Mr.  LiNDABURT.  Yes. 

Mr.  Richmond.  And  the  same  organization^ractically,  except  in 
change  of  name.  It  was  the  Waterbury  Rope  Co.  and  it  then  became 
Waterbury  &  Co.,  and  then  they  finally  changed  the  name  to  the 
Waterbury  Co.,  which  is  the  present  company. 

Mr.  Gabdner.  May  I  ask  the  witness  a  question  just  there?  Is 
that  the  James  M.  Waterbury  who  is  supposed  to  have  foimded  the 
CordaTO  Trust? 

Mr.  LiNDABUBY,  Yes. 


UNITED  STATES  STEEL  CORPORATION.  578 

Mr.  BicHMOND.  James  M.  Waterbury,  who  was  formerly  con- 
nected with  the  Cordage  Co. 

Mr.  Gardner.  And  tne  company  was  originally 

Mr.  BicHHOND.  L.  Waterbury  &  Co. 

Mr.  Gardner.  The  Cordage  Co.  was  merged  in  the  Cordage 
Trust,  was  it  not? 

Mr.  Richmond.  The  original  company  was  the  L.  Waterbury  Co., 
cordage  manufacturers. 

Mr.  LiNDABURT.  And  that  went  into  the  National  Cordage  Co.,  or 
so-called  Cordage  Trust. 

Mr.  Richmond.  Well,  that,  gentlemen,  is  before  my  time,  so  that 
I  would  rather  not  be  questioned  on  that  subject.  It  is  ancient  his- 
tory, and  it  is  court  history,  and  I  do  not  know  enough  about  it  to 
express  myself. 

Mr.  LiNDABURT.  James  M.  Waterbury  was  the  first  president  of 
the  National  Corda^  Co. 

Mr.  Beall.  I  notice  in  this  book  [indicating  red  book]  a  column 
where  there  are  a  number  of  names  printed  as  those  of  agents  for 
the  sale  of  wire  rope.  Take  Greorgia,  for  example.  On  the  left- 
hand  column  there  is  the  word  ^^ Atlanta."  Then  we  have  ^^  John  A. 
Roebling's  Sons  Co.;  Hazard  Manufacturing  Co.;  American  Steel 
&  Wire  Co  J  Trenton  Iron  Co. ;  Broderick  &  Bascom  Rope  Co. ;  A. 
Leschen  &  Sons  Rope  Co. ;  and  the  Williamsport  Rope  Co. 

Opposite  most  of  these  names  is  the  name  of  some  concern.  What 
are  those  names  supposed  to  represent? 

Mr.  Richmond.  As  indicated  to  Mr.  Stanley,  I  take  it  that  they 
are  the  selling  agents  for  the  manufacturing  concerns  above. 

Mr.  Beall.  This  left-hand  column  above,  is  that  supposed  to  rep- 
resent the  manufacturing  concern  or  the  selling  agent  ? 

Mr.  Richmond.  According  to  my  recollection  of  that  book,  the 
first  name  is  the  manufacturing  concern  and  the  second  name  is  the 
selling  agent  in  that  respective  locality. 

Mr.  Brall.  In  what  States  did  you  have  selling  agents  at  that 
time? 

Mr.  Richmond.  I  could  not  answer  that  question  without  refer- 
ence—without makinff  a  further  investigation.  We  did  not  have 
veij  many  agents,  although  we  would  lave  appointed  agents  or 
sold  m  any  locality. 

The  Chairman.  Where  did  you  say  your  company  was  located; 
in  Massachusetts,  is  it  not — ^the  Waterbury  Co.  ? 

Mr.  Richmond.  The  Waterbury  Co.  ? 

The  Chairman.  Yes. 

Mr.  Richmond.  In  New  York  City. 

The  Chairman.  You  went  out  of  it  about  five  years  ago  ? 

Mr.  Richmond.  We  have  been  out  of  what  ? 

Mr.  LiNDABURT.  Out  of  what  ? 

The  Chairman.  Out  of  the  pool  ? 

Mr.  LiNDABURT.  Since  1907, 1  think  he  said.  You  withdrew  from 
the  association  in  1907  f 

Mr.  Richmond.  In  January  of  1907. 

Mr.  LiNDABURT.  Yes.  You  can  be  quite  sure  of  that,  because  his 
concern — ^they  were  not  indicted.  You  know  the  statute  runs  back 
pretty  near  to  that  time. 

The  Chairman.  That  is  the  reason  I  am  examining  him  about  it 
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TESTIMONY  OF  H.  0.  STOBDABD. 

(This  witness  was  not  sworn.) 

The  Chairhan.  You  need  not  be  sworn,  Mr.  Stoddard.  I  just 
want  to  ask  you  one  or  two  questions.  You  are  in  the  employ  of 
what  company?  ' 

Mr.  Stoddabd.  The  Trenton  Iron  Co. 

The  Chaibman.  Who  are  your  agents  in  New  York? 

Mr.  Stoddabd.  We  have  a  store  and  a  warehouse  in  New  York. 

The  CHAntMAN.  Who  is  in  charge  of  it  ? 

Mr.  Stoddabd.  It  is  operated  by  the  company,  the  Trenton  Iron  Co. 

The  Chaibman.  Do  you  know  anything  aoout  Beals  &  Co.  or 
Beals  &  Brown? 

Mr.  Stoddabd.  Beals  &  Co.  are  agents  of  ours  in  Buffalo,  N.  Y.,  as 
I  recall  it. 

The  Chaibman.  Yes.  I  see  this  is  marked  ^  Buffalo ''  Treferriiig 
to  red  book].  Now,  Beals  &  Co.  are  your  agents  in  Buffalo.  They 
succeeded  Beals  &  Brown,  did  they  not  ? 

Mr.  Stoddabd.  I  do  not  know.  • 

The  Chaibman.  In  New  York  City  have  the  Trenton  Iron  Co.  a 
store  ? 

Mr.  Stoddabd.  Yes. 

The  Chaibman.  Examine  those  entries  on  that  book  and  see  if  they 
are  correct  for  Buffalo  and  New  York  [handing  witness  red  book]. 

Mr.  Young.  You  mean  those  companies? 

The  Chaibman.  Yes. 

Mr.  LiNDABUBT.  Does  that  purport  to  give  agents  in  that  locality  ? 

The  Chaibman.  Yes. 

Mr.  Stoddabd  (after  examining  red  book).  You  see  this  appears, 
Mr.  Chairman,  to  be  somewhat  of  an  old  book. 

The  Chaibman.  Yes. 

Mr.  Stoddabd.  And  there  have  been  a  great  man^  changes  since 
this  was  printed.  Many  of  these  names  I  am  not  familiar  with  at  all. . 
I  have  not  seen  any  that  I  recognize. 

The  Chaibman.  I  was  asking  you  about  your  company. 

Mr.  Stoddabd.  I  am  speaking  of  the  agents  of  our  company.  We 
maintain  agents  in  most  prominent  cities. 

The  Chaibman.  Beals  &  Co.  represent  you  now? 

Mr.  Stoddabd.  Yes;  they  represent  us  now. 

The  Chaibman.  It  is  so  marked  in  that  book? 

Mr.  Stoddabd.  I  have  not  seen  any  in  this  book. 

The  Chaibman.  Turn  to  Buffalo. 

Mr.  Stoddabd.  The  name  of  Beals  &  Co.  is  listed  here  under 
Buffalo,  and  I  know  that  they  are  customers  of  ours  now  in  Buffalo, 
N.  Y. 

The  Chaibman.  Now  take  New  York  City  and  see  if  that  is  not 
correct. 

Mr.  Stoddabd.  Under  New  York  City  here  it  jgives  the  name 
"Trenton  Iron  Co.,"  and  after  it  "Trenton  Iron  Co.,  store."  We 
have  a  warehouse  in  New  York  City  at  the  present  time. 

The  Chaibman.  That  answers  the  question. 

Mr.  Stoddabd.  If  that  is  what  that  means.  I  will  just  say  that  we 
have  a  store  in  New  York  City  now.    Is  there  anything  else! 
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The  Chairman.  No,  sir;  unless  some  member  of  the  committee 
wants  to  ask  you  something.  Does  anybody  want  to  ask  Mr.  Van 
Ormer  anything? 

Mr.  LiNDAByRY.  Before  you  go  anj^  further,  may  I  at  this  point 
introduce  ar  matter?  Mr.  Kichard  Trimble,  the  secretary  and  treas- 
urer of  the  United  States  Steel  Corporation,  was  under  a  good  deal 
of  distress  on  Saturday  because  he  had  been  served  with  a  subpoona 
duces  tecum,  returnable  here  to-morrow,  which  called  for  the  produc- 
tion of  the  plate  agreement,  a  copy  or  which  from  the  printer  the 
chairman  introduora  this  morning,  and  also  a^eements  A  fmd  B, 
connected  with  it,  and  other  pap^  supposed  to  nave  grown  out  of  it. 
He  told  me  to  sav  to  the  committee  that  he  has  not  a  single  paper 
of  the  kind  described  there,  and  never  has  had,  nor  has  he  ever  heard 
of  it.  Nevertheless,  he  is  ready  to  come  before  the  committee  and 
testifjr  to  that  effect,  but  he  wanted  me  to  say  to  the  committee  that 
there  is  no  one  authorized  on  behalf  of  the  Steel  Corporation  to  mgn 
checks  except  himself  and  his  assistant,  and  his  assistant  is  now 
away  on  his  vacation  in  the  northern  part  of  Illinois,  and  if  he 
should  come  here  to-morrow  he  would  be  forced  to  telephone  ortele- 
grai>h  to  his  assistant  to  return  to  New  York,  because  they  could  not 
I>ossiblj  both  be  awa^  at  the  same  time,  and  as  this  committee  is 
expectmg  to  be  in  New  York  in  a  couple  of  days,  and  he  could 
api)ear  before  it  then  and  testify  without  incuiring  this  difficulty, 
he  is  most  desirous  that  the  committee  should  wait  until  then. 

The  Chatrman.  I  sincerely  hope  that  the  gentleman  can  be  ac- 
commodated, and  I  will  take  the  matter  up  with  the  committee.  So 
far  as  I  am  concerned,  I  would  be  perfectly  willing  to  harve  him 
appear  in  New  York. 

Mr.  Beall.  That  is  all  right. 

Mr.  Young.  It  is  perfectly  satisfactory  to  me. 

The  Chairman.  By  the  way,  there  were  certain  documents  you 
told  me  you  would  furnish  for  publication,  certain  addenda  to  the 
information  you  spoke  about  when  Judge  Gary  was  on  the  standi 
and  you  said  that  the  first  time  the  committee  was  in  New  York 
you  would  turn  it  over  to  the  committee. 

Mr.  LiNDABURY.  I  did,  this  morning.  Did  not  Mr.  Filbert  have 
a  roll  when  you  and  I  were  together  ? 

The  Chairman.  Of  all  the  companies  that  they  were  directors  in, 
and  the  capitalization,  and  all  that.  I  wish  you  would  see  Mr.  Fil- 
bert about  that,  because  I  am  very  anxious  to  ^t  it  in  the  record. 

Mr.  LiNDABURT.  Will  it  do  when  we  get  to  New  York  ? 

The  Chairman.  I  am  not  particular  about  having  it  here,  but  I 
am  very  anxious  to  get  this  matter  in  without  delay  so  that  I  can 
look  up  my  memorandums  with  what  Mr.  Filbert  has. 

Mr.  Gardner.  There  was  a  matter  with  re^rd  to  the  cost  of  build- 
ing brick  and  cement  and  sand  and  oak,  which  I  am  going  to  put  in. 

TESTIHONY  07  T.  B.  VAN  OBHER. 

(The  witness  was  sworn  by  the  chairman.) 
Mr.  Young.  What  is  your  name,  in  full  ? 
Mr.  Van  Ormer.  J.  K.  Van  Ormer. 
Mr.  Young.  Where  •do  you  reside? 
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Mr.  Vak  Ormer.  Coatesville,  Pa. 

Mr.  Young.  What  is  your  business? 

Mr.  Van  Ormer.  I  am  cozmected  with  the  Lukens  Iron  &  Steel 
Co. 

Mr.  Young.  Were  you  connected  with  that  company  on  the  9th  of 
November,  1900? 

Mr.  Van  Ormer.  Yes. 

Mr.  Young.  How  long  have  you  been  connected  with  that  com- 
panv  ? 

Mr.  Van  Ormer.  I  think  since  the  Ist  of  January,  1892. 

Mr.  YoxTNG.  In  what  capacity  are  you  acting  for  the  company  now  ? 

Mr.  Van  Ormer.  I  have  charge  or  the  execution  of  orders. 

Mr.  Young.  You  mean  selling  orders? 

Mr.  Van  Ormer.  Yes;  you  might  put  it  in  the  shape  of  genera] 
sales  a^nC,  if  you  will. 

Mr.  X  ouNG.  General  sales  agent.    Were  you  such  in  1900  ? 

Mr.  Van  Ormer.  Practically,  but  I  think  the  title  was  not  in  use 
then. 

Mr.  Young.  You  heard  the  testimony  of  Mr.  Kaufbnan  in  r^ard 
to  this  copy  of  an  agreement  bearing  date  the  9th  day  of  November, 
1900 — a  pooling  agreement? 

Mr.  Van  Ormer.  Yea 

Mr.  Young.  Did  you  go  to  the  office  of  Mr.  Eauffman  in  regard  to 
that  matter? 

Mr.  Van  Ormer.  That  is  just  possible,  but  I  think  auite  improbable. 
I  may  have  gone  there  for  Mr.  Huston.  I  knew  about  this  matter 
here,  but  I  had  nothing  at  all  to  do  with  this^  up  to  that  time.  Mr. 
Huston  himself  had  seen  the  printers  about  prmtm^  it  Now,  I  maj 
have  gone  up  there  for  Mr.  Huston  for  those  copies,  but  I  doubt  it 
very  much. 

Mr.  Young.  Did  vou  make  a  statement  to  him  that  if  this  became 
public  the  laws  of  the  State  of  Illinois  were  such  that  the  president 
of  the  Illinois  Steel  Corporation  might  be  imprisoned  for  execut- 
ing it? 

Mr.  Van  Ormer.  I  am  sorrv  to  put  Mr.  Kauffman  in  a  very  deep 
hole,  but  I  can  say,  unqualifiemy,  no;  I  never  did. 

The  Chairman.  You  need  not  have  any  hesitancy  about  that  We 
will  decide  who  is  in  the  hole. 

Mr.  Van  Ormer.  No  ;  I  did  not 

Mr.  Young.  Do  you  know  anything  about  this  agreement  ? 

Mr.  Van  Ormer.  Only  this :  I  knew  of  it  at  the  time,  and  I  know 
that  shortly  after  they  were  sent  out  to  be  signed  by  the  parties  men- 
tioned, within  a  few  days  or,  say,  in  the  course  of  exchange  by  mail, 
every  copy  was  requested  to  be  returned,  and  so  far  as  I  fciow  every 
copy  was  returned. 

Mr.  Young.  Did  you  see  those  copies  ? 

Mr.  Van  Ormer.  Yes. 

Mr.  Young.  Did  you  see  the  signed  contracts? 

Mr.  Van  Ormer.  There  were  no  signed  contracts.  That  is,  I  do  not 
believe — I  doubt  whether — any  signatures  were  attached  to  these 
contracts.  I  know  that  ours  was  not,  and  I  am  under  the  impression 
that  copies  that  came  back  had  never  been  signed. 

Mr.  Young.  Do  you  know  whether  each  member  of  this  so-called 
pool  was  furnished  with  a  copy  of  this  unsigned  agreement? 
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Mr.  Yak  Ormer.  Yes,  sir ;  I  would  say  sent  to  them  by  mail  to  be 
si^ed. 

Mr.  Young.  You  sent  them  by  mail  ? 

Mr.  Van  Ormeb.  Yes,  sir. 

Mr.  Young.  What  is  that? 

Mr.  Van  Ormer.  Yes ;  they  were  sent  to  them  by  Mr.  Huston  to  be 
si^ed. 

Mr.  Young.  Do  you  know  that  as  a  fact? 

Mr.  Van  Ormer.  I  can  say  yes,  I  think  I  do. 

Mr.  Young.  That  they  were  sent  out  to  be  signed  ? 

Mr.  Van  Ormer.  Yes. 

Mr.  Young.  But  you  say  thev  never  were  signed? 

Mr.  Van  Ormer.  No,  sir :  tney  came  back.  Now,  I  can  not  say 
that  they  were  not  any  of  them  signed,  but  they  all  came  back,  and 
they  were  burned.    It  was  found  that  the  thing  was  not  legaL 

Mr.  Young.  Was  not  what? 

Mr.  Van  Ormer.  Not  legal;  it  was  illegal^  and  the  whole  thing 
was  niraed  in  the  bud  before  it  ever  had  an  existence. 

Mr.  1  ouNG.  After  these  papers  had  been  prepared  and  they  had 
been  burned,  did  your  company  go  on  and  act  in  accordance  with 
that  burned  copy  of  an  agreement  ? 

Mr.  Van  Owesl  No;  I  would  say  not. 

Mr.  Young.  Was  there  an  agreement  of  which  you  had  knowled^ 
that  your  company  should  furnish  7^  per  cent  of  the  product  of  this 
dass  of  steel? 

Mr.  Van  Ormer.  There  may  have  been,  but  I  have  no  personal 
knowledge  of  any  agreement. 

Mr.  Young.  You  have  none? 

Mr.  Van  Ormer.  No,  sir.    This  is  the  only  document 

Mr.  Young,  Do  you  know,  as  a  matter  of  fact,  whether  there  was 
an  agreement  or  understanding  upon  which  your  company  acted,  as 
to  the  prices  at  which  they  should  sell  their  product? 

Mr.  Van  Ormer.  I  think  for  a  while  there  was. 

Mr.  Young.  For  a  while  ? 

Mr.  Van  Ormer.  Yes. 

Mr.  Young.  Do  you  know  whether  that  price  corresponded  with 
the  price  fixed  in  the  sichedule  attached  to  this  agreement  ? 

Mr.  Van  Ormer.  I  can  not  understand  your  question.  By  price, 
what  do  you  mean  ? 

Mr.  Young.  Whether  the  prices  at  which  you  sold  your  product 
were  fixed  under  some  sort  ox  agreement? 

Mr.  Van  Ormer.  At  the  time  prices  were  supposed  to  be  uniform. 

Mr.  Young.  How  long,  to  your  knowledge,  did  that  practice  con- 
tinue, 1:^  your  accounting  ? 

Mr.  Van  Ormer.  On  a  venture  I  would  say  until  some  time  in 
1906.  I  fix  that  date  because  I  was  away  from  my  work  the  summer 
of  1905,  and  the  cutting  of  this  out  occurred  very  shortly  after  that. 
It  may  have  been  tiie  last  of  1905  or  the  first  of  1906,  I  can  not  be 
sure  about  that. 

Mr.  Young.  Has  there  been  any  such  arrangement,  to  your  knowl- 
edge, since  that  date? 

Sfr  Van  Ormer.  No,  sir. 

Mr.  Young.  I  think  that  is  all. 

Mr.  Gardner.  I  would  like  to  ask  a  few  questions. 


678  UNITED  STATES  STEEL  €OBPOBATION. 

The  Chaibman.  Very  well. 

Mr.  Gabdneb.  This  agreement  recites  an  agreement  between  11 
companies,  the  names  of  which  have  been  reaa,  3  of  whom  subse- 

auently  became  a  part  of  the  United  States  Steel  Corporation  and 
lie  other  8  of  whom  never  became  a  part  of  the  United  States  Steel 
Corporation.  You  have  testified  to  the  exigence  of  an  aneement 
under  which  vou  operated.    Was  that  a  written  agreement! 

Mr  Vak  Oemer.  I  do  not  know  anything  about  that.  I  never 
saw  it. 

Mr.  Gabdner.  But  vou  heard  that  the  understanding  existed  ? 

Mr.  Van  Obmeb.  les.  That  would  be  handled  altogether  by  our 
president,  and  would  not  come  under  my  direct  supervision  at  all. 

Mr.  Oaboneb.  You  testified  to  the  best  of  your  Iniowledge  that  the 
practice  under  that  a^eement  came  to  an  end  in  1906  ? 

Mr.  Van  Obmesl.  As  nearly  as  I  can  recollect. 

Mr.  Gabdneb.  What  brought  it  to  an  end  ?  Were  you  notified  by 
some  outside  parties  of  its  discontinuance,  or  did  you  notify  some 
parties  that  you  were  going  to  discontinue  it,  or  did  you  simply 
charge  different  prices? 

Mr.  Van  Obmeb.  We  just  simply  quit,  and  told  our  selling  acencies 
and  branch  offices  to  go  ahead  and  take  business  at  prices  tnat  we 
suggested. 

Mr.  Gabdneb.  But  you  notified  no  outside  parties? 

Mr.  Van  Obmeb.  Not  so  far  as  I  can  tell  you  now.  I  do  not 
think  so. 

Mr.  Gabdneb.  You  say  you  do  not  know  just  whether  this  was  a 
written  agreement  or  not.    Who  does  know? 

Mr.  Van  Obmeb.  Well,  now,  if  you  are  speaking  of  the  Lukens 
Iron  &  Steel  Co. 

Mr.  Gabdneb.  I  am  speaking  of  them,  and  of  any  other  person 
that 

Mr.  Van  Obmeb.  So  far  as  we  are  concerned,  Mr.  A.  F.  Huston, 
our  president. 

Mr.  Gabdneb.  Mr.  A.  F.  Huston  ? 

Mr.  Van  Obmeb.  Yes ;  he  would  be  the  one  who  would  know,  and 
the  only  one. 

Mr.  Gabdneb.  He  would  know  whether  there  was  a  written  agree- 
ment ? 

Mr.  Van  Obmeb.  Yes. 

Mr.  Gabdneb.  Is  there  anybodv  else  that  would  know  ? 

Mr.  Van  Obmeb.  Of  our  people,  you  mean? 

Mr.  Gabdneb.  No. 

Mr,  Van  Obmeb.  Oh,  yes;  there  must  be  somebody  else,  because 
one  person  could  not  make  an  a^eement. 

Mr.  Gabdneb.  Can  you  mention  somebody  whom  we  could  sub- 
poena who  would  know? 

Mr.  Van  Ormeb.  No;  for  I  never  saw  the  agreement.  I  do  not 
know  who  the  parties  might  have  been  to  it. 

Mr.  Gardner.  You  do  not  know  who  the  parties  to  the  agreement 
were? 

Mr.  Van  Ormer.  No;  I  never  saw  the  a^eement  What  I  mi^ht 
say  would  simply  be  an  expression  of  opinion,  which  I  do  not  thmk 
you  want. 
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Mr.  Gabdneb.  Perhaps  we  should  not  «sk.  Now,  this  agreement 
which  was  proposed  was  sent  out  by  your  company  to  a  large  num- 
ber of  parties  requesting  their  signatures? 

Mr.  VAN  Ormeb.  Yes,  sir. 

Mr.  Gardnbb.  Did  your  company  originate  this  proposition! 

Mr.  Van  Ormer.  I  am  not  prepared  to  answer.  I  marely  know 
of  this  owing  to  my  association  witn  Mr.  Huston ;  but  I  would  haaard 
the  thought  that  he  did  not  prepare  this. 

Mr.  Gardner.  Can  you  hazara  a  supposition  as  to  who  did? 

Mr.  Van  Ormer.  Not  the  slightest. 
^  Mr.  Gardner.  But  you,  at  alfevents,  were  the  compangr  that  osten- 
sibly was  sending  out  the  agreements  to  be  signed  ? 

Mr.  Van  Ormer.  Yes. 

Mr.  Gajidner.  Certain  of  those  came  beck  to  you  signed  ? 

Mr.  Van  Ormer.  I  can  not  say  they  were  signed. 

Mr.  Gardner.  Do  you  know  that  certain  of  tnem  came  badk  to  you 
nn^gnedj 

Mr.  Van  Ormer.  I  know  they  came  back. 

Mr.  Gardner.  But  whether  signed  or  unsigned  you  do  not  know  ? 

Mr.  Van  Ormer.  I  do  not  know. 

Mr.  Gardner.  But  you  testified,  I  think,  that  having  found  it  to 
be  illeffal,  the  whole  matter  was  dropped  ? 

Mr.  VAN  Ormer.  Yes.    I  would  say  that 

Mr.  Gardner.  Wait  a  minute.  And  that  all  these  agreements, 
whether  signed  or  undgned,  were  burned? 

Mr.  Van  Ormer.  So  far  as  I  know  now,  and  so  far  as  we  knew 
then ;  and  the  care  exercised  in  getting  these  back  prompts  me  to  say 
that  they  were  all  returned,  either  signed  or  unsigned,  and  they 
were  all  burned. 

Mr.  Gardner.  And  it  was  a  generally  understood  thing  that  the 
whole  plan  had  fallen  through? 

Mr.  VAN  Ormer.  Yes,  sir. 

Mr.  Gardner.  Now,  as  a  matter  of  fact,  you  are  not  able  to  tell 
us  whether,  so  far  as  your  company  is  concerned,  after  that,  ^hen 
the  agreements  were  burned,  the  terms  of  the  agreement  were  carried 
out  so  far  as  the  Lukens  Iron  Co.'  is  concerned?  In  other  words, 
did  the  practice  of  the  Lukens  Iron  &  Steel  Co.,  after  this  agree- 
ment was  burned,  conform  to  the  statements  set  forth  in  that  agree- 
ment ? 

Mr.  Van  Ormer.  Yes,  sir ;  in  part ;  but  whether  wholly  I  am  not 
prepared  to  say. 

Mr.  Gardner.  But  you  are  prepared  to  say  that  in  part  it  did  ? 

Mr.  Van  Ormer.   i  es,  sir. 

Mr.  Gardner.  Do  you  know  qf  any  instance  in  which  it  did  not? 

Mr.  Van  Ormer.  No ;  I  can  not  point  that  out  to  you. 

Mr.  Gardner.  So  that  it  might  be  possible  that  although  all  those 
agreements  were  burned — the  originals — that  every  company  had  a 
copy  which  they  retained  and  proceeded  to  execute  as  long  as  they 
felt  like  it? 

Mr.  Van  Orbcer.  We  had  no  reason  to  think  they  kept  copies.  It 
was  the  intent  to  have  the  whole  thing  returned. 

Mr.  Gardner.  You,  yourself,  did  not  keep  a  copy? 

Mr.  Van  Ormer.  No,  sir. 
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Mr.  Gardner.  Well,  if  you  did  not  keep  a  copy  you  must  have  had 
it  pretty  fully  in  your  memory  to  be  able  to  say  that  the  practice 
of  your  company  conformed  to  the  agreement  ? 

Mr.  Van  Ormer.  I  did  not  say  that.    I  say  it  may  have 

Mr.  Gardner.  I  mean  that  you  knew  that  in  part  it  conformed  to 
the  agreement. 

Mr.  Van  Ormer.  Yes.  I  am  hardly  a  competent  witness,  for  this 
reason.  My  work  has  to  do  with  the  booking  and  scrutiny  of  orders 
and  the  execution  of  orders,  and  larger  matters  do  not  come  under  the 
jurisdiction  of  our  department. 

Mr.  YouiTG.  Mr.  Huston  would  know  all  about  that,  would  he! 

Mr.  Van  Ormer.  Well,  I  would  suppose  so. 

Mr.  Beall.  Where  is  Mr.  Huston  ? 

Mr.  Van  Ormer.  He  wiU  be  here  to-morrow  if  he  answers  the 
subpcena.    I  suppose  he  is  at  home  to-day. 

Mr.  Beall..  He  was  president  of  this  Lukens  Iron  Co.  in  1900? 

Mr.  Van  Ormer.  Yes.  He  has  been — ^now  I  am  not  so  sure  about 
that,  as  to  just  when  his  father  died. 

Mr.  Beall.  What  relation  did  you  bear  to  Mr.  Huston  at  that 
time? 

Mr.  Van  Ormer.  About  the  same  I  do  now ;  in  char^  of  what  you 
might  call  the  order  department  I  never  was  his  private  secretary. 
I  was  mentioned  here  awhile  ago  as  such,  and  I  have  been  mentioned 
as  the  secretary  of  the  concern,  which  is  not  the  case. 

Mr.  Beall.  When  did  you  first  hear  anything  about  this  agree- 
ment, or  having  it  printed? 

Mr.  Van  Ormer.  Well,  about  the  time  it  was  printed. 

Mr.  Beall.  Who  told  you? 

Mr.  Van  Ormer.  Mr.  Huston. 

Mr.  Beall.  How  did  he  happen  to  tell  you  ?  What  was  he  talking 
about? 

Mr.  Van  Ormer.  In. the  ordinary  course  of  business,  I  suppose. 

Mr.  Beall.  Was  that  before  these  copies  had  been  sent  out,  that  he 
told  you  about  it? 

Mr.  Van  Ormer.  I  knew  of  it  just  about  the  time  that  these  copies 
were  being  printed. 

Mr.  Beall.  Do  you  know  where  he  was  having  them  printed? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  How  long  after  they  were  printed  was  it  before  they 
were  sent  out? 

Mr.  Van  Ormer.  Not  very  much  time  elapsed  between  getting  them 
from  the  printers  until  they  were  mailed. 

Mr.  Beall.  How  long  after  they  were  mailed  was  it  before  a  re- 
quest was  sent  for  them  to  be  retunjed  ? 

Mr.  Van  Ormer.  Within  a  few  days.  I  can  not  say  whether  it 
was  three  days  or  a  week.  I  would  suppose  it  was  not  longer  than  a 
week. 

Mr.  Beall.  Who  told  you  that  the  request  was  to  be  made  for  their 
return  ? 

Mr.  Van  Ormer.  I  could  not  understand  the  question. 

Mr.  Beall.  Who  first  advised  you  that  all  these  copies  that  had 
been  sent  out  to  these  parties  were  to  be  returned? 

Mr.  Van  Ormer.  On,  that  would  have  come  from  Mr.  Huston. 
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Mr.  BEAiiL.  Something  was  said  about  them  being  illegal.  Did 
you  discuss  that  question  with  Mr.  Huston  ? 

Mr.  Van  Ormer.  No  ;  not  specially. 

Mr.  Beall.  Do  you  know  who  advised  your  company  that  they 
were  illegal? 

Mr.  Van  Ormer.  No;  no. 

Mr.  Beall.  Did  Mr.  Huston  give  any  evidence  of  alarm  over  the 
fact  that  he  had  been  advised  that  they  were  illeigal  t 

Mr.  Van  Ormer.  No  ;  not  especially.    I  would  say  no. 

Mr.  Beall.  But  he  did  ask  for  their  return? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  I  understand  you  that  you  do  not  know  whether  they 
were  simed  or  unsigned  when  tb«y  were  returned? 

Mr.  Van  Ormbb.  That  is  right. 

Mr.  Beall.  Why  did  you  bum  these  copies? 

Mr.  Van  Ormer.  We  nad  no  use  for  them. 

Mr.  Beall.  Do  you  bum  all  your  waste  papers  that  you  have  no 
use  for? 

Mr.  Van  Ormer.  Yes ;  a  great  deal  of  it. 

Mr.  Beall.  You  throw  a  great  deal  of  it  in  the  waste^paper 
basket,  do  you  not? 

Mr.  Van  Ormer.  Nothing  that  has  any  special — ^nothing  of  any 
special  interest. 

Mr.  Beall.  You  did  take  particular  pains  to  see  that  every  one  of 
these  copies  that  you  had  sent  out  and  that  had  been  returned  was 
burned  ? 

Mr.  Van  Ormer.  Yes,  sir. 

Mr.  Beall.  Who  burned  them  ? 

Mr.  Van  Ormer.  Now,  I  am  not  certain  whether  Mr.  Huston 
burned  them  or  whether  I  burned  them  for  him. 

Mr.  Beall.  Where  did  he  burn  them? 

Mr.  Van  Ormer.  More  than  likely  in  one  of  the  mill  furnaces. 
It  was  a  large  bundle,  you  know — a  package  about — - 

Mr.  Beall.  Did  you  see  them  put  m  ? 

Mr.  Van  Ormer.  Did  I? 

Mr.  Beall.  Yes. 

Mr.  Van  Ormer.  No  ;  not  unless  I  burned  them  myself. 

Mr.  Beall.  You  do  not  know  whether  you  bilmed  them  or  not? 

Mr.  Van  Ormer.  No  ;  but  I  have  every  reason  to  believe  they  were 
burned.  ^ 

Mr.  Beall.  You  tried  to  burn  every  copy,  did  you  not  ? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  The  printer  had  given  you  a  good  many  copies  more 
than  you  sent  out,  had  he  not? 

Mr.  Van  Ormer.  Well,  mote  than  likely  there  were  some  more. 
I  do  not  remember  about  that. 

Mr.  Beall.  Do  you  know  whether  you  got  about  86  copies  or  not? 

Mr.  Van  Ormer.  I  do  not  know. 

Mr.  Beall.  You  were  sending  out  about  10  or  11  or  12  copies^ 
or  somewhere  along  there? 

Afr.  Van  Ormer.  Yes. 

Mr.  Beall.  Did  vou  burn  all  those  copies  that  you  did  not  send 
out?  ■"  " 
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Mr.  Van  Obmbr.  There  is  not  a  o^y  of  :this,ftbout  our  offiee,  so 
far  as  I  know. 

Mr.  Beall.  Why  did  you  bum  them  ? 

Mr.  Van  Obksr.  We  let  them  all  go  together. 

Mr.  Beall.  They  were  not  signed  f 

Mr.  Van  Ormer.  No;  none  of  tiiem  were  ^signed  as  far  $s  I 
knew  it. 

Mr.  Beall.  You  are  not  certain  about  that? 

Mr.  Van  Ormbr.  No,  sir. 

Mr.  Beall.  But  yxm  did  take  pains,  jdid  you  not,  to  bum  every 
copy  you  could  find  in  the  office ! 

.Mr.  Van  Ormisr.  I  should  say  so. 

Mr.  Beall.  Because  you  had  been  advised* that  they  were  ilkigall 

Mr.  Van  Ormer.  That  is  my  recollection.  There  would  not  be 
any  use  in  burning  a  few  <topie8,  you  Imow. 

Mr.  Beall.  There  was  the£Bar  if  any  of  these  oopiss  of  the  f^gree- 
ment  had  remained  in  existence  th&ce  that  they  might  bob  up  at 
some  time  as  evidence  against  you,  was  there  not  f 

Mr.  Van  Ormer.  Oh,  no ;  not  thttt.  They  could  not  have  served 
that  purpose. 

Mr.  Beall.  Then  why  the  anxiety  to  see  that. all  of  them  were 
burned  ? 

Mr.  Van  Ormer.  Because  there  was  no  use  in  keeping  them. 

Mr..]&BALL.  Was  any  effort  made  to:find  out  whether  any  of  them 
were  Icept  at  the  printing  offiee. or  not? 

Mr.  Van  Ormer.  Not  after  getting  back  what  we- supposed  was 
all  that  they  had  up  there. 

Mr.  Beall.  Was  any  effort  made  at  any  time  to  find  out  whether 
any  of  these  copies  that  vou  had  been  advised  constituted  an  illegal 
agreement  could  be  found  in  the  ^ciiaitiog  offioe  ? 

Mr.  Van  Ormer.  No.  As  I  said  a  bit  ago,  we  got  back  the  copy 
which  the  printers  used  and,  as  we  aupposea,  all  of  the  copies  nm 
off  of  the  press. 

Mr.  LiNDABURY.  They  so  assured  you  1 

Mr.  Van  Ormer.  They  so  assured  us. 

Mr.  Beall.  Did  you  ask  that  the  copy  the  printer  used  be  re- 
turned, too? 

Mr.  Van  Ormsr.  Oh,  yes,  sir.  If  I  went  there  I  asked  for  that, 
and  if  Mr.  Huston  went  he  asked  for  it — certainly. 

Mr.  Beall.  Do  you  know  whether  you  went  or  Huston  wait? 

Mr.  Van  Ormer.  I  am  not  prepared  to  say  definitely.  It  is  just 
likely  and  possible  that  I  went. 

Mr.  Beall.  If  you  do  not  remember  whether  you  went  or  not,  you 
can  not  very  well  testify  as  to  what  occurred  there,  can  you  ? 

Mr.  Van  Ormer.  To  what  do  you  refer  now  ? 

Mr.  Beall.  The  interview  witn  the  printer. 

Mr.  Van  Ormer.  Oh,  yes,  sir.  For  this  reason.  Constitutionally 
I  would  not  make  a  remark  like  that  upon  an  important  subject  to 
anybody.  There  are  some  things  we  do  mechanically,  as  a  matter  of 
habit  you  know ;  and  I  would  never  do  that.  I  never  have,  in  my  20 
years  of  experience,  vouchsafed  a  remark  of  that  kind  to  anybody, 
unimportant  or  important. 

Mr.  Beall.  You  deny  that  conversation,  then ;  not  because  of  any 
distinct  recollection  of  what  occurred,  or  what  did  not  occur,  but 
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simply  that  it  conformed  to  .your  general  habit  not  to  say  anytbing 
of  mat  sort. 

Mr.  Yak  Obmbbl  If  I  iims  there  I  can  say  that  I  did  not'  say  so, 
for  both  reasons.  I  certainly  would  not  forget  a  conversation  lifce 
that  if  I  had  been  there* 

Mr.  Beall.  Well,  when  you  started  out  to  get  these  copies ^ba^-, 
it  was  on  account  oi  the  fear  of  criminal  prosecution,  was  it  not  ? 

Mr.  Van  Ormer.  Now,  I  did  not  take  the  initiative  about  getting 
them  back.    You  will  have  to- , 

Mr.  Beall.  In  the  conversation  between  you  and  Mr.  Huston  and 
others  there  in  the  office,  when  you  were  discussing  the  question  that 
you  had  been  led  into  almost  making  an  illegal  contract,  was  there 
not  something  said  such  as  that  if  that  contract  was  made  you  would 
get  into  trouQe  over  it  ? 

Mr.  Van  Ormer.  I  think  I  would  not  put  it  quite  in  that  shape. 

Mr*  Beall.  Was  anything  said  about  the  fact  that  anybody  might 
get  into  the  Denitentiary  because  of  it? 

Mr.  Van  Ormer.  Not  to  the  best  of  mv  recollection. 

Mr.  Beall.  Do  you  have  any  recollection  either  way  on  the 
subject? 

Mr.  Van  Ormer.  I  would  say  no.  I  do  not  think  that  construc- 
tion is  proper. 

Mr.  Beall.  Did  you  ask  for  the  return  of  these  contracts  by  letter? 

Mr.  Van  Ormer.  I  can  not  answer  that  question. 

Mr.  Beall.  If  you  did,  have  you  copies  of  those  letters  in  yonr 
files? 

Mr.  Van  Ormer.  I  presume  so.  I  did  not  write  the  letters;  but 
if  Mr.  Huston  wrote  to  those  folks  we  probably  have  copies. 

Mr.  Beall.  You  did  not  write  for  the  return  of  them  ? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  Your  knowledge  then  about  there  having  been  a  writ- 
ten request  for  the  return  was  on  account  of  rumors  there  in  the 
office? 

Mr.  Van  Ormer.  Simply  general  impression. 

Mr.  Beall.  If  he  did  write  for  them  you  have  copies  of  the  let- 
ters there  in  the  office? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  And  you  would  have  copies  of  any  replies  that  were 
received,  returning 

Mr.  Van  Ormer.  Yes;  I  should  say  so. 

Mr.  Bball  (continuing).  These  contracts? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  Will  you  produce  for  the  use  of  the  committee  the 
copies? 

Mr.  Van  Ormer.  That  had  better  be  referred  to  Mr.  Huston  to- 
morrow.   He  is  cominr. 

Mr.  Beall.  That  had  better  be  referred  to  Mr.  Huston  to-morrow? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  You  say  that  after  this  contract  was  returned,  in  the 
course  of  your  business,  sometime  after  that  you  conformed,  at  leaet 
in  part,  to  its  provisiorts.  Can  you  indicate  in  what  part  you  con- 
formed ? 

Mr.  Van  Ormer.  Well,  can  you  specify? 
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Mr.  Bbalu  Well,  it  provides  a  certain  percentage  of  busini 
that  the  Lukens  Iron  &  Steel  Co.  should  be  allowed  7^  per  cent  Do 
you  know  whether  the  percentage  of  the  business  that  you  transacted- 
corresponded  to  this  agreement  or  not? 

Mr.  Van  Obmibr.  I  presume  that  that  allotment — ^7^  per  cent — 
was  not  very  far  wrong. 

Mr.  Beaijl.  Your  impression  is  that  in  the  conduct  of  your  busi- 
ness you  conformed  pretty  closely  to  this  7^  per  cent? 

Mr.  Van  Obmjbr.  Yes,  sir ;  I  would  say  so. 

Mr.  BnAUi.  Did  you  make  any  reports  to  anybody  as  to  the  amount 
of  business  that  you  were  doing? 

Mr.  Van  Obmeb.  Yes. 

Mr.  Beall.  To  whom  ? 

Mr.  Van  Ormsr.  To  a  man — the  reports  were  made  to  a  man 
named  Temple. 

Mr.  Beall.  What  position  did  he  occupy?  WHiat  was  his  rela- 
tion to  your  company,  if  any? 

Mr.  Van  Ormes.  Well,  he  got  all  of  these  reports  and  tabulated 
them. 

Mr.  Beall.  What  is  his  name  ? 

Mr.  Van  Ormer.  Temple — ^W.  C.  Temple. 

Mr.  Beall.  Where  does  he  live  ? 

Mr.  Van  Ormer.  I  do  not  know  where  he  lives  now.  He  did  live 
in  Pittsburg. 

Mr.  Beall.  How  lon^  has  it  been  since  you  have  seen  him? 

Mr.  Van  Ormer.  I  do  not  have  any  definite  recollection  of  ever 
seeing  him. 

Mr.  Beall.  Where  did  he  live  then  ? 

Mr.  Van  Ormer.  At  Pittsburg. 

Mr.  Beall.  At  the  time  that  this  agreement  was  printed,  do  you 
know  whether  the  officers  of  the  association  had  been  agreed  on 
or  not  ? 

Mr.  Van  Ormer.  I  do  not. 

Mr.  Beall.  Did  you  hear? 

Mr.  Van  Ormer.  I  did  not. 

Mr.  Beall.  Did  you  have  any  information  as  to  who  would  be 

S'esident,  and  treasurer,  commissioner,  and  executive  committee  of 
is  association? 

Mr.  Van  Ormer.  Oh,  I  may  have  known  incidentally.  I  do  not 
recall  now  whether  I  did  or  not. 

Mr.  Beall.  Did  Mr.  Temple  incidentally  occupy  any  official  po- 
sition in  this  association  that  was  to  be  formed? 

Mr.  Van  Ormer.  Yes ;  he  would  have  been  that  commissioner. 

Mr.  Beall.  He  would  have  been  the  commissioner? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  He  would  have  been  the  man,  then,  under  this  agree- 
ment, that  you  would  have  made  this  report  to  ? 

Mr.  Van  Ormer.  Under  this  agreement? 

Mr.  Beall.  Yes. 

Mr.  Van  Ormer.  I  do  not  know. 

Mr.  Beall.  Let  us  see.    This  agreement  provides : 

The  officers  of  this  association  shall  be  as  follows :  A  president,  a  treasurer, 
a  commissioner,  and  an  executive  committee  consisting  of  six  membera,  In- 
cluding the  president. 
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The  third  section  reads : 

Bach  member  of  this  association  sball,  on  or  before  the  10th  day  of  December, 
1900,  and  on  or  before  the  10th  day  of  each  and  every  month  thereafter  daring 
the  term  of  this  agreement,  or  any  extension  thereof,  render  to  the  commis- 
sioner of  this  association  a  statement — 

I  belieTe  you  say  that  you  did  render  to  the  commissioner  a  state- 
ment.   Did  you  render  to  him  a  monthly  statement? 
Mr.  Van  Ormer.  Yes. 
Mr.  Beall.  That  is  your  impression  ? 
Mr.  Van  Ormer.  Yes, 
Mr.  BEAUi  (reading) : 

which  statement  shall  be  sworn  to  or  af&rmed  to  by  one  of  the  principal  execu- 
tive officers  of  the  member  so  making  the  report. 

Were  these  statements  sworn  to  or  affirmed  to  by  anybody  t 

Mr.  Van  Oraier.  They  were  for  a  while,  and  may  have  been  all  the 
time.    I  am  not  so  sure  about  that. 

Mr.  BEAUi.  You  know  they  were  for  at  least  part  of  the  time. 
Who  made  that  for  your  company  t 

Mr.  Van  Orher.  Mr.  Huston  when  he  would  be  at  home,  and  I 
would  execute  that  document  in  his  absence. 

Mr.  Beall.  This  agreement  provides  that  thkt  oath  ^  shall  be  to 
the  effect  that  the  report  so  made  is  a  true  and  correct  report  of  all 
the  material  described  in  the  first  clause  of  this  a^eement  which  was 
shipped  by  the  member  making  the  report  during  the  month  for 
whicn  the  report  is  made." 

Did  the  oath  that  you  made  conform  to  this  oath  that  is  prescribed 
in  this  agreement! 

Mr.  ^N  Ormer.  You  mean  so  far  as  that  being  the  correct  ton- 
nape  is  concerned  t 

Mr.  Beall.  Yes. 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  Did  jou  give  in  your  affidavit  the  substance  of  this 
oath,  asprescribed  m  the  agreement f 

Mr.  Van  Ormer.  It  was  a  correct  statement  of  what  we  had 
shipped. 

Mr.  Beall.  Why  did  you  make  that  report  to  Temple  f 

Mr.  Van  Ormer.  I  am  not  prepared  to  answer  that  question. 

Mr.  Beall.  Do  you  know  who  is  prepared  to  answer  it? 

Mr.  Van  Ormer.  Oh,  I  should  think  Mr.  Huston  could  answer 
better  than  I  could.  I  know  of  no  agreement.  If  there  was  one  he 
must  know  about  it. 

Mr.  Beall.  Did  you  have  any  understanding  as  to  the  purpose  for 
which  that  was  made? 

Mr.  Van  Obuesl  Oh,  yes.   I  kn^w  in  a  general  wi^y  that 

Mr.  Beall.  Well,  now,  give  us  that. 

Mr.  Van  Ormer.  I  have  given  it  to  you. 

Mr.  Beall.  Why  was  that  made  to  Mr.  Temple,  according  to  your 
best  understanding? 

Mr.  Van  Ormer.  Why,  to  conform  to  that  percentage  of  tonnage. 
I  mean,  to  show  whether 

Mr.  Beall.  What  percentage? 

Mr.  Van  Ormer.  That  you  spoke  of  a  little  bit  ago. 

Mr,  Beall.  The  percentage  mentioned  in  this  agreement? 
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* 

Mr.  Van  Ormsr.  Or  some  other.    I  am  not  sure  whether  thk  is 
right. 
mi.  Beall,  Or  a  similar  percenta^? 
Mr.  Van  Ormeik.  Yes^  sir ;  sofBethmg  of  that  sort 
Mr.  Beall  (reading) : 

The  form  of  tlfe  report  and  oath' of  afflrm&rtlon  as  to  its  corr6[te^8  slOtU  be 
furnished  by  the  commissioner,  and  shall  Include  a  statement  of  the  roHliis 
production  for  each  month;  and  upon  the  commissionefr*8  receivlnt  ftom  the 
respective  members  their  reports,  as  aforesaid,  he,  the  commissioner,  shall 
render  to  each  member  monthly,  as  soon  as  possible  after  the  receipt  of  all 
the  statements  of  all  the  members,  copies  of  statements  last  rendered  by  ea^ 
member. 

Did  Mr.  Temple  furnish  your  company  with  statements  showing 
the  statements  of  all  the  members — copies  of  statements  last'  ren- 
dered by  each  member?  Did  he  furnish  your  company  with  a  copy 
of  a  statement  made  by  any  other  concerns? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  Do  yon  know  how  many  others? 

Mr.  Van  Ormer.  No;  I  do  not  know  offliand. 

Mr.  BsALu  Do  you  know  whether  he  fumi^ed  statements  for  all 
the  names  that  were  included  in  this  agreement  that  was  neyer  made  f 

Mr.  Van  Orkbr.  Offhand  I  can  not  say  either  yes  or  no. 

Mr.  Beall.  According  to  your  best  recollection,  did  he  fail  to 
include  a  statement  from  any  of  these  ? 

Mr.  Van  Ormer.  It  is  not  fair  to  ash  me  to  answer  a  question  that 
I  can  not  answer  intelligently. 

Mr.  Beall.  Have  you  any  recollection  a;boiit  your  receiving  a  stete- 
ment  from  anybody  else  than  these  furnished  by  Mr.  Temple? 

Mr.  Van  Ormer.  I  wotild  suppose  not; 

Mr.  Beall.  You  would  think  not  ? 

Mr.  Van  Ormer.  I  would  think  not. 

Mr.  Beall.  Why  would  you  suppose  not? 

Mr.  Van  Ormer.  Just  because  they  diey  were  not  mentioned  here. 

Mr.  Beall.  That  was  the  agreement  that  was  never  executed, 
though  ? 

Mr.  Van  Ormer.  Yes ;  I  know.  But  I  do  not  know  of  any  oCiier 
parties  having  been  connected  at  all  with  the  thing  in  this  way. 

Mr.  Beall.  Now,  do  yon  not  know  that  you  did  get  statements 
furnished  to  Mr.  Temple  by  all  of  the  parties  that  are  named  in  this 
agreement  ? 

Mr.  Van  Ormer.  Oh,  I  think  it  is  proper  to  say  yes.  I  can  not 
be  sure  that  all  these  folks,  all  these  concerns  here 

Mr.  Beall.  But 

Mr.  Lindabury.  I^t  him  finish  his  answer. 

Mr.  Beall.  Yes ;  I  would  be  glad  to  let  him  finish  his  answer. 

Mr.  Van  Ormer.  I  can  not  be  sure  that  every  statement  gilve 
every  one  of  these  concerns.  I  do  not  think  any  were  given  that  are 
not  on  here,  but  whether  all  of  these  were  given  I  am  not  pi^piired 
to  say. 

Mr.  Beall.  But  your  best  impresoon  is  that  they  were? 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall  (reading) : 

And  shall  forthwltb  "  state  nn  accotrat/'  chnrging  cncb  member  who  has 
■hipped  during  the  month  more  than  its  or  their  percentage  of  the  total  amount 
shipped  by  all  the  members  of  the  association,  the  sum  of  thirty-five  hundredths 
of  a  cent  per  pound  on  each  and  every  pound  of  such  excess. 
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Do  you  know  whether  that  was  done  or  not  ? 
Mr.  Van  Ormar.  That  passes'  out  of  my  jurisdiction  now  alto- 
gether. 
Mr.  Beall  (readmg) : 

And  crediting  each  member  who  has  not  shipped  its  or  their  perceatage  of 
the  total  amount  shipped  by  all  the  members  of  the  association  wfth  the  sum 
of  thirty-flre'  hundredths  of  a  cent  per  potmd. 

Did  your  concern  always  ship  as  much  as  its  allotment  of  about 
7i  per  cent,  or  whatever  the  per  cent  was  ? 

Mr.  Van  Ormer.  Iwould  say,  yes. 

Mr.  Beall.  You  did  not  have  occasion,  then,  to  call  on  Mr.  Temple 
for  anything  to  make  good — any  shortage  of  your  concern? 

Mr.  Van  Ormer.  No. 

Mr.  Beall.  In  here  somewhere  there  is  a  provision  for  a  de- 
posit  

Mr.  Van  Or^c^.  That  is  a  part  that  I  am  not  prepared  to  talk 
about    That  would  be  handled  altogether  by 

Mr.  Beall  (reading) : 

To  insure  the  rendering  of  the  statements  and  the  faithful  adherence  of  each 
party  to  thp  terms  of  this  agreement,  a  guaranty  fund  of  $100,000  shall  be 
formed  by  the  payment,  on  or  before  December  3,  1900,  of  $1,000  fbr  each 
per  cent  of  allotment,  as  provided  for  in  the  first  cTatrse  of  this  agreement,  to 
the  treasurer,  which  fond  shall  be  deposited  or  Invested  as  directed  by  the 
executive  committee  in  trust  for  the  members  In  the  same  proportion  as 
received.  * 

Did  you  have  any  information  that  your  company  had  up  with 
Mr.  Temple  or  any  association  any  sum  of  money  as  a  deposit! 

Mr.  Van  Ormeb.  I  would  rather  you  would  not  press  tnat  question 
with  me. 

Mr.  Beall.  I  want  to  press  it,  if  you  have  the  information. 

Mr.  Van  Ohmesu  I  can  not  answer  it 

Mr.  Beall.  Did  you  ever  hear  anything  about  it? 

Mr.  Van  Osmer.  I  can  give  my  impression. 

Mr.  Beall.  I  want  your  impression. 

Mr.  Van  Ormer.  But  I  question  whether  I  can  be  compelled 

Mr.  Beall.  Who  can  give  us  that  information  direct  ? 

Mr.  Van  Ormer.  You  can  get  it  from  Mr.  Huston  to-morrow. 

Mr.  Beall.  You  said  you  had  an  impression. 

Mr.  LiKDABUBT.  I  object. 

Mr.  Bealu  That  impression  is  gained  from  something  you  heard 
at  the  time! 

Mr.  Van  Ormer.  I  will  teil  you  in  all  candor.  You  want  exact 
information,  and  I  want  to  give  you  that  as  far  as  I  can;  but  please 
do  not  ask  me  about  anything  that  I  am  not  conversant  with  fmly. 

Mr.  Beall.  If  you  give  it  as  your  impression  it  goes  into  the  record 
as  your  impression. 

The  Chairman.  Answer  the  question. 

Mr.  LiNDABXTRY.  I  objcct  to  the  witness  being  compelled  to  give 
mere  impressions.  If  he  has  anj  recollection  or  Imowledge  of  the 
fact,  as  such,  it  is  all  right  to  give  it,  but  if  he  objects  to  guessing 
I  submit  he  should  not  be  pressed  to  guess,  and  I  aovise  him  that  he 
is  not  bound  to  guess. 

The  Chaibman.  If  we  were  sitting  as  a  court  and  this  man  were 
on  trial  as  a  criminal,  and  we  had  the  right  and  authority  to  punish 
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him,  why  there  might  be  some  validity  in  the  objection  of  counsd; 
but  we  are  simply  seeking  information,  and  bis  impression  under  the 
circumstances  is  valuable  information  to  this  conmiittee.  For  that 
reason  I  insist  that  the  witness  answer. 

Mr.  Van  Ohmer.  I  never  saw  a  check. 

Mr.  Beall.  Did  you  ever  hear  of  a  check  being  sent? 

Mr.  Van  Ormer.  That  is  probable,  in  the  ordinary  talk  around  the 
office;  but  you  can  get  this  mformation  better  to-morrow  from  Mr. 
Huston  than  you  can  from  me. 

Mr.  Beall.  Was  it  not  your  understanding  that  this  deposit  was 
made  ?    Did  you  not  hear  it  f 

Mr.  Van  Ormer.  I  have  such  an  impression ;  yes. 

Mr.  Beall.  That  is  your  impression  s 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  That  you  made  the  deposit! 

Mr.  Van  Ormer.  Yes. 

Mr.  Beall.  Have  you  looked  over  that  agreemenf?  You  are  fa* 
miliar  with  its  contents  ? 

Mr.  Van  Ormer.  I  looked  over  it  a  few  minutes  ago,  hastily. 

Mr.  Beall.  And  you  had  knowledge  of  its  contents  at  the  time  it 
was  printed  ? 

Mr.  Van  Ormer.  Perhaps 

Mr.  Beall.  Can  you  name  a  single  part  or  a  single  provision  that 
is  contained  in  that  agreement  with  the  Lukens  po.  did  not  observe 
and  live  up  to  ? 

Mr.  Van  Ormer.  I  would  have  to  read  it  more  carefully,  and  take 
more  time. 

Mr.  Beall.  From  the  casual  reading  that  you  have  made  of  it,  can 
you  direct  our  attention  to  a  single  provision  in  it  that  was  not  ob- 
served f 

Mr.  Van  Ormer.  Not  until  I  have  read  it  over  carefully. 

Mr.  Beall.  So  far^ou  do  not  know  of  any! 

Mr.  Van  Ormer.  Well,  I  do  not  know  that  we  did  either.  That 
is  an  open  question.  If  I  had  a  chance  to  read  this  over  and  digest 
it 

Mr.  Gardner.  May  I  ask  a  question! 

The  Chairman.  Yes. 

Mr.  Gardner.  Have  you  any  doubt  that  that  agreement  read  by 
the  chairman,  which  is  derived  from  a  copy  printed  by  a  printer,  fs 
substantially  the  same  or  is  exactly  the  same — ^have  you  any  doubt 
that  it  is  exactly  the  same  in  its  text  as  those  burned  a^eements? 

Mr.  Van  Ormer.  Oh,  yes.  I  can  answer  that  question  positively, 
because  I  reco&pized  this  printed  copy  this  morning  in  Mr.  Stanley^s 
hand  there  as  likely  to  be  the  one  that  I  saw  at  that  time.  Ten  years 
is  a  long  while  ago. 

Mr.  Gardner.  You  have  no  doubt,  then, 'that  it  is  a  perfectly  gen- 
uine paper 

Mr.  Van  Ormer.  Not  the  slightest. 

Mr.  Gardner.  And  that  irrespective  of  what  its  history  is,  that  it 
is  one  of  the  original  agreements? 

Mr.  Van  Ormer.  Yes. 

Mr.  Gardner.  So  that  it  is  a  matter  of  indifference  in  what  shape 
it  comes  to  this  committee — whether  it  has  been  in  a  hole  in  a  tree  for 
10  vears  or  not — that  is  the  same  that  was  burned  ? 
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Mr.  Van  Ormer.  So  nearly  as  I  can  tell,  and  as  I  believe. 

Mr.  Beall.  While  you  were  observing  this  agreement,  were  there 
any  complaints  made  about  any  of  the  otner  concerns  not  conforming 
to  it  with  respect  to  the  amount  of  product  that  they  i^ould  sell? 

Mr.  Van  Obmer.  I  failed  to  quite  catch  your  inquiry. 

Mr.  Beall.  While  you  were  operating  under  the  same  kind  of  an 
agreement  with  different  producing  concerns  did  you  ever  hear  any 
complaint  about  any  of  them  selling  more  than  their  allotted  share? 

Mr.  Van  Obiosr.  Well,  I  do  not  know. 

Mr.  BEAiiL.  You  do  not  know  what? 

Mr.  Van  OfiiiER.  I  do  not  know.  If  they  would  sell  more  it  would 
be  quite  evident  on  the  face  of  it. 

Mr.  Beall.  If  they  sold  more  than  their  share  they  would  be  penal- 
ized under  the  form  of  that  printed  agreement,  would  they  not  ? 

Mr.  Van  Ormer.  Evidently. 

Mr.  Beall.  Do  you  knaw  whether  any  of  them  were  ever  penalized 
for  selling  more  than  their  allotted  share  under  any  system  under 
which  vou  were  operating? 

Mr.  Van  Ormer.  I  would  have  to  ^  back  to  my  impressions  again. 
That  did  not  come  under  my  supervision. 

Mr.  Beall.  Did  you  hear  anything  about  the  office  at  the  time 
about  any  of  them  tieing  penalized  ? 

Mr.  Van  Ormer.  Oh,  yes.  There  might  have  been  talk  of  that  kind, 
if  they  were  penalized. 

Mr.  Beall.  If  they  were  penalized,  your  company  would  set  part 
of  the  penalty,  would  it  not,  under  the  terms  oi  that  printed  agree- 
ment! 

Mr.^  Van  Ormer.  Not  if  they  made  any  more  than  the  allotment 
to  which  they  were  entitled. 

Mr.  Beall.  How  is  that  ? 

Mr.  Van  Ormer.  No. 

Mr.  Beall.  That  would  go  to  the  ones  that  were  short  ? 

Mr.  Van  Ormer.  Will  you  not  just  defer  this  line  of  questioning 
until  you  have  a  chance  to  talk  to  Mr.  Huston,  who  knows  more 
than  1  do  about  it? 

Mr.  Beall.  We  are  goin^  to  talk  to  Mr.  Huston  about  it  to-morrow. 

Mr.  Van  Ormer.  Ml  right.  If  I  can  be  of  any  help  to  you,  go 
ahead, 

Mr.  LiNDABURT.  Under  an  aramgement  of  that  kind  somebody 
must  be  short  if  somebody  else  exceed  the  allotment,  of  course. 

Mr.  Gardner.  I  just  want  to  ask  a  question,  Mr.  Chairman. 

The  Chairman.  All  right. 

Mr.  Gardner.  When  did  you  begin  rendering  statements  to  Mr. 
Temple? 

Mr.  Van  Ormer.  I  can  not  answer  that  Question. 

Mr.  Gardner.  To  the  best  of  your  recolection,  was  it  after  these 
agreements  were  burned? 

Mr.  Van  Ormer.  Not  before. 

Mr.  Gardner.  Not  before? 

Mr.  Van  Ormer.  Not  before. 

Mr.  Gardner.  Did  your  practices  change  after  this  agreement  was 
burned  as  to  the  price  ana  output  and  so  on,  from  what  they  were 
previous  to  the  proposed  agreement  ? 
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Mr.  Van  Chmisa.  You  know  about  tbtt  time— I  aifl  not  certain  just 
how  lonj^  before  thst  time — we  were  passtoj^  through  a  period  of  the 
nonpro(uiotive  business^  Plates  were  sold  tot  a'  tim^e — just  how  long 
before  this  I  cam  not  remember  now — without  profit-.  Naturally  if 
there  was  a  chanoe  for  a  bett^er  prit^e  it  would  be  used. 

Mr.  LiKDABCrmr.  It  would  be  welcomed^  I  suppose. 

Mr.  Van  OfiMifiit.  Natuiially.  Either  that  or  we  would  hav^'to  gel 
out  of  the  business. 

Mr.  Gabdner.  I  would  like  to  have  jfour  impression  as  to  this  ques- 
tion. This  was  soon  after  the  depression  in  steel  prices.  It  would  be 
about  the  time  that  the  first  alleged  mil  arrangement  wits-  made  by 
the  rail  manufacturers.  Was  it  generally  supposed  to  run  all  through 
the  steel  business — ^this  sort  of  agreement — ^at  that  time? 

Mr.  Van  Ormbr.  I  think  I  can  consistently  say  yes. 

Mr.  Gardner.  It  was? 

Mr.  Van  Ormer.  I  think  so. 

Mr.  Gardner.  You  think  it  was  the  custom  of  other  steel  manu- 
facturers to  prepare  a  statement  and  send  it  out  for  signatures? 

Mr.  Van  Ormbr.  I  am  not  Competent  to  answer  that  question. 

Mr.  Gardner.  You  are  not  ccHnpelent? 

Mr.  Van  Ormi&r.  I  have  not  knowled^  of  that  at  all. 

Mr.  Gardner.  But  you  think  that  substantially  this  arrangement 
was  proposed  all  through  the  steel  industry  ? 

Mr.  Van  Ormer.  Yes;  that  was  the  opinion,  I  believe,  generally. 
It  would  hardly  apply  to  one  branch  of  it. 

Mr.  Gardner.  That  is  all  I  wanted  to  find  out  by  asking  you  this. 

Mr.  Young.  Are  you  speaking  from  your  knowledge,  or  are  yon 
drawing  a  conclusion? 

Mr.    VAN  Ormer.  You  mean  about  the  diffusion  of  this 
throughout  the  whole  steel  business? 

Mr.  Young.  Yes. 

Mr.  Van  Ormer.  Well,  now,  that  is  pretty  hard  to  answer.  Ten 
years  is  a  long  time  ago,  but  I  believe  that  it  may  have  been  done  by 
other  branches  of  the  steel  trade. 

Mr.  LiNDABURY.  Have  you  any  knowledge? 

Mr.  Van  Ormer.  No  ;  I  have  not. 

Mr.  LiNDABURY.  That  is  the  question. 

Mr.  Gardner.  Mr.  Chairman,  I  offer  this  statement  of  Percival 
Roberts,  jr.,  a  director  in  the  Pennsylvania  Railroad,  submitted  b^ 
him  in  reply  to  certain  questions  asked  by  me  in  the  hearing  of  Fri- 
day, June  9,  1911. 

(The  statement  above  referred  to  is  as  follows:) 
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The  Chairman.  The  committee  will  now  take  a  recess  until  2 
o^clock. 

(The  committee  thereupon^  at  1  o'clock  p.  m.,  took  a  recess  until 
2  o'clock  p.  m.) 

AFTER  RECESS. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 

teshmoity  of  hon.  f.  w.  lehmanh. 

(Mr.  Lehmann  was  duly  sworn  by  the  chairman  and  testified  as 
follows:) 

The  Chairman.  Mr.  Lehmann,  do  you  hold  any  office  under  the 
Federal  Government? 

Mr.  Lehmann.  I  am  Solicitor  General. 

The  Chairman.  As  Solicitor  General  have  you  had  any  occasion 
to  examine  the  contracts  made  by  the  American  Steel  &  Wire  Co. 
and  other  companies  in  what  is  known  as  the  ^^  wire  pool  '^  and  the 
"  horseshoe  pool "  and  the  "  underground-cable  pool "  and  the  like  ? 

Mr.  Lehmann.  I  have. 

The  Chairman.  I  will  ask  you  to  examine  the  memorandum  be- 
fore you  and  estate  whether  or  not  it  resembles  those  agreements.  I 
wish  to  state  here  that  Mr.  Lindabury,  the  attorney  for  the  United 
States  Steel  Corporation,  holds  that  there  is  no  similarity  between 
them,  and  I  want  to  get  your  opinion  on  it. 

Mr.  Young.  Let  us  get  the  other  contracts  and  have  them  alL 

The  Chairman.  I  will  ask  him  if  he  has  seen  the  other  contracts. 

Mr.  Lehmann.  I  have. 

Mr.  Lindabury.  Mr.  Chairman,  I  should  like  to  make  an  objec- 
tion. My  objection  is,  first,  that  the  contracts  would  speak  for  them- 
selves if  produced;  and  if  the  Solicitor  General  has  a  copy  of  the 
contracts  I  ask  that  the  copy  be  produced. 

The  Chairman.  Have  you  a  copy  of  those  contracts? 

Mr.  Lehmann.  I  have  not. 

The  Chairman.  Have  you  seen  them? 

Mr.  Lehmann.  I  have. 

The  Chairman.  All  right;  proceed. 

Mr.  Young.  Are  they  not  set  out  in  full  in  the  indictment? 

The  Chairman.  They  are  not. 

Mr.  Lehmann.  I  think  not. 

Mr.  Lindabury.  They  must  be  in  the  custody  of  the  Department 
of  Justice  somewhere.  Possibly  the  district  attorney  of  New  York 
has  them.  They  are  accessible  to  the  subpoena  of  the  committee,  and 
therefore,  if  they  are  of  account,  we  ought  to  have  them  and  not 
some  witness's  general  recollection  of  their  similarity  to  some  other 
unproven  paper. 

Mr.  Young.  It  seems  to  me  we  are  rather  wasting  time. 

Mr.  Lehmann.  I  answered  the  inquiry  by  saying  that  the  papers 
referred  to  are  in  the  cust(»dy  of  the  Department  of  Justice  and  in 
the  immediate  custody  of  the  district  attorney  of  New  York. 

The  Chairman.  You  have  seen  those  contracts? 

Mr.  Lehmann.  I  have  seen  some  of  them. 
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Mr.  LiKDABUBT.  I  suppose  it  needs  no  consent  upon  our  part ;  but 
if  it  does,  I  am  perfectly  willing  to  give  consent  that  they  be  pro- 
duced so  far  as  tne  United  States  St^I  Corporation  is  concerned. 

The  Chairman.  That  is  not  necessary. 

Mr.  LiNDABURY.  I  suppose  not;  but  I  not  only  consent  to  that, 
but  I  insist  that  if  we  are  to  take  account  of  them  we  should  have 
them — ^the  agreements  themselves. 

The  Chaibmak.  Will  you  produce  to  this  committee,  Mr.  Leh- 
man, a  copy  of  those  contracts  for  the  use  of  the  committee  ? 

Mr.  Lehmann.  Yes ;  I  see  no  reason  why  that  should  not  be  done. 

Mr.  LiNDABUKY.  I  see  none. 

The  Chairman.  All  right.  You  may  proceed.  You  have  ex- 
amined the  contracts.  Please  tell  me  in  what  respects  they  are  like 
that  memorandum. 

Mr.  LiNDABURY.  To  that  question  I  object. 

The  Chairman.  The  objection  is  overruled.    You  may  proceed. 

Mr.  Lehmann.  I  have  exan^ined  this  casually,  and  I  would  not 
assume  at  all  to  speak  as  to  the  verbal  identity  of  the  aneements, 
because  it  has  been  some  time  since  I  read  the  others,  and  they  are 
long.  If  I  may  go  on,  I  will  state  that  I  w^  impressed,  when  this 
was  shown  to  "me,  with  the  resemblance  in  what  I  conceive  to  be 
the  practical  effect  of  the  agreements— that  is,  that  there  was  an 
agreement  between  manufacturers ;  that  that  agreement,  among  other 
things,  provided  for  an  apportionment  of  sales  to  be  made;  that  it 
providea  for  a  fund  whicn  was  to  be  contributed  by  the  parties  to 
the  agreement  in  substantial  proportion  to  the  allotment  of  tonnage 
to  each ;  that  there  was  to  be  a  report  by  the  members  of  their  trans- 
actions under  the  agreement ;  that  there  was  a  provision  looking  to  a 
minimum  price  at  which  products  were  to  be  sold ;  that  there  was 
provision  for  enforcing  the  agreement  in  the  nature  of  fines  upon 
accusations  of  breach  of  the  agreement  made  and  ascertained  to  be 
established. 

Mr.  LiNDABURY.  Those  general  provisions  are  common  to  almost 
all  pooling  agreements,  are. they  not? 

Mr.  Lehmann.  So  far  as  I  am  informed. 

The  Chairman.  As  I  understand  you,  Mr.  Solicitor  General,  the 
two  contracts  are  alike  in  that  they  provide  for  a  distribution  of  the 
tonnage ! 

Mr.  Lehmann.  Yes,  sir. 

The  Chairman.  They  are  alike  in  that  they  provide  for  a  fixed 
price  to  be  observed  for  all? 

Mr.  Lehmann.  No,  sir;  a  minimum  price. 

The  Chaibman.  A  minimum  price  to  be  observed  for  all? 

Mr.  Lehmann.  Yes. 

The  Chaibman.  They  are  alike  in  that  they  provide  for  a  pen- 
alty for  the  violation  oi  that  contract  ? 

Mr.  Lehmann.  For  breach  of  the  contract ;  yes. 

The  Chaibman.  They  are  alike  in  that  they  provide  for  a  common 
officer  to  whom  reports  of  sales  shall  be  made  ?         ^ 

Mr.  Lehmann.  I  think  possibly  there  is  more  difference  in  that 
respect  than  in  others.  I  oo  not  find  in  this,  in  the  hasty  examina- 
tion I  have  made,  any  provision  for  examination  of  books,  for  ex- 
ample. 
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The  Chairman.  No;  but  each  pcovides^iaf  I  undeii^Kiad  from  the 
indictments,  for  report  to  a  coiumon  .officer  ? 

Mr.  Lkhkann.  For  report ;  yes,  sir. 

The  Chaibman.  And  for  a  pe^ty  for  a  breadi  of  the  contract  ? 

Mr.  TiFiH.iMiANN.  Xes,  sir. 

The  CHAnEtMAN.  Are  there  any  .^sa^nti^Is  in  the  carrying  iaU) 
effect  of  that  contract  that  are  not  pravickd  in  U;ie  .owis^acts  now  in 
the  hands  of  the  Department  of  Justice? 

Mr.  LfiHMANN.  I  should  not  like  to  ,say  as  to  that — twh^tUer  there 
are  any  features  of  difference  which  are  essential — because  that  is 
calling  rather  heavily  on  the  memory  fpr  words.  But  the  feat^nres 
that  you  have  suggested — ^the  agreement  between  the  producers,  the 
apportionment  oitonnage,  the  provisipn  for  a  fund,  the  require- 
ment of  report,  and  the  establishment  of  a  minimum  price — are  the 
things  that  impressed  me ;  ^nd  I  would  .not  like  to  go  beyond  that 
as  a  matter  of  recollection. 

The  Chairman.  Do  you  remember  whether  each  contract  pro- 
vides for  the  deposit  of  money? 

Mr.  Leb;mann.  That  is  what  I  referred  to  as  the  establishment 
of  a  fund. 

The  Chaxrxan.  Are^  these  contracts,  upon  which  indictments  have 
been  found  against  the  American  Steel  &  Wire  Co.  or  its  officers, 
sifflxed  contracts? 

Mr.  Lehmann.  No,  sir;  not  to  my  recollection.  That  is,  w.hat  I 
saw  were  not  signed. 

The  Chairman.  How  were  those  contracts  arranged? 

Mr.  Lbhmann.  Two  of  them  were  printed. 

The  Chair>ian.  Printed  contracts,  not  signed  ? 

Mr.  Lehmann.  Printed  contracts,  not  signed. 

Mr.  LiNDABURY.  They  provided  for  daily  reports  to  a  man  named 
Jackson,  did  they  not? 

Mj.  LiEHMANN.  Yes.    I  will  not  say  "  daily,"  but  frequent. 

Mr.  LiNDABURY.  Daily,  I  know. 

Mr.  Lehmann.  Certainly  very  frequent  reports,  Mr.  Lindabury. 

Mr.  LiNDABURY.  And  Jackson  was  given  the  power  to  fix  pnees, 
was  he  not? 

Mr.  Lehmann.  I  can  not  say  as  to  that. 

Mr.  LiNDABURY.  Between  meetings? 

Mr.  Lehmann.  That  may  be.    Ttiey  had  frequent  meetings. 

Mr.  LiNDABURY.  Monthly  meetings;  and  Jackson  was  given  power 
to  vary  prices  between  those  meeting? 

Mr.  Lehmann.  And  there  were  printed  minutes  of  those  meetings. 
*    Mr.  LiNDABURY.  They  had  printed  regulations,  you  will  remember. 

Mr.  Lehmann.  Yes,  sir. 

The  Chairman.  Your  indictments  were  found  on  the  ground  that 
they  were  operating  under  those  contracts,  because  you  had  evidence 
of  operation  under  the  contracts,  notwithstanding  the  fact  that  the 
contracts  themselves  were  not  signed,  but  were  merely  printed  memo- 
randa ? 

Mr.  LiNDABURY.  I  must  object  to  that.  It  is  partly  ar^mentative, 
partly  suggestive,  and  in  all  respects  it  seems  to  me  irretevant 

The  Chairman.  I  think  it  is  relevant.    You  may  answer. 

Mr.  Lehmann.  The  indictments  were  found  for  a  violation  of  what 
is  known  as  the  Sherman  Act,  and  the  agreements  to  which  you  refer 
were  evidence  in  support  of  that  charge. 
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Mr.  LuiDABDsr.  Thie  indictmeat&  have  all  been  printed.  There  is 
no  reason  why  the  committee  should  not  have  tbeoi. 

The  Chapman.  I  have  n^ver  seen  them. 

Mr.  LiNDABUBT.  They  describe  the  arrangemont  wth.  a  good  deal 
of  fullness,  and  I  think  with  a  very  great  deal  of  accuracgr.  It  is  usery 
well  done.    Who  drew  those  indictments  ? 

Mr.  Lehmann.  Mr.  PagaUi  I  suppose. 

Mr.  LiNDABcmT.  They  ajre  very  well  drawn. 

The  Chairman.  I  have  the  indiqtments.  I  will  place  in  evidc^n^, 
as  an  exhibit  to  be  appended  to  this  hearing,  the  indicttmenti  in  the 
United  States  Circuit  Court  for  the  Southern  District  of  New  York 
in  the  case  of  United  States  of  America  v^  William  P*  Palmer  and 
others,  of  the  Blue  Copper  Wire  Aspocaation. 

Mr.  Young.  What  has  that  to  do  with  this  case? 

The  Chaibman.  The  question  is  raised  here  about  whether  these 
indictments  recite  the  contract  or  not,  and  I  ju^t  wish  to  put  thut  in. 

Mr.  Young.  That  would  not  be  any  proof  as  to  whetiier  the  other 
did  or  not. 

The  Chairman.  No. 

Mr.  Young.  It  does  not  seem  to  me  it  cuts  any  fiffui^  hece. 

Mr.  LxNOABXTBY.  May  I  note  an  objection,  Mr.  Chainoan  ? 

The  Chairman.  Certainly. 

Mr.  LiNDABURT.  My  objection  is  that  ^ou  can  i)ot  prov^e  the  epcist- 
ence  of  a  plate  contract  by  proving  the  indictmjai^t  in  Si^ew  Yoijk  of 
certain  ffentlemen  upon  some  other^ind  of  a  pooling  arrangement. 

The  Chairman.  I  understood  the  gentlep\an  to  state  that  the  in- 
dictments— just  read  what  Mr.  Lindabury  said  awhile  ago. 

Mr.  Lindabury.  I  stated  that  I  thought  the  indictments  very  fuUy 
described  that  contract — ^not  this  one. 

The  Chairman.  That  is  enough.  Mr.  Lindabury  states  that  the 
in^ctments  describe  that  contract.  I  b^  leave  to  state  that  the 
indictments  do  not  describe  the  contract  in  detail  as  Mr.'  Lehmann 
has  done,  and  for  that  reason  I  simply  wish  to  put  this  in  evidence. 

Mr.  Young.  It  seems  to  me  that  is  lumbering  the  record. 

The  Chairman.  I  rather  agree  with  you.  Mr.  Young;  but  I  wish  to 
state  to  Mr.  Lindabury  that  I  have  read  tnese  indictm^xts  over  very 
carefuUy,  and  they  do  not  set  up  the  contract. 

Mr.  Lindabury.  Not  in  haec  verba;  but  they  set  forth  the  sub- 
stance of  the  arrangement  with  quite  a  good  deal  of  fullness. 

Mr.  Young.  Is  it  not  true  that  Mr.  L^mann  has  promised  to  fur- 
nish ua  a  copy  of  one  of  these  contracts  on  which  the  indictment  wf^s 
based  f    That  will  settle  the  whole  question. 

The  Chairman.  I  think  so. 

Mr.  Young.  Nobody  is  objecting  to  the  use  of  a  copy  instead  of 
the  original. 

The  Chairman.  If  Mr.  Lehmann  can  furnish  th^  contracts,  I 
rather  agree  with  you. 

Mr.  I^UNG.  If  it  comes  under  the  authority  of  the  Department  of 
Justice,  we  know  it  to  be  a  correct  copy. 

Mr.  Sterling.  Who  are  the  indictments  against  f 

Mr.  Lehmann.  They  are  against  individuals  who  axe  officials  and 
representatives  of  various  companies. 
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Mr.  Steblino.  Are  these  companies  the  subsidiary  companies  of 
the  United  States  Steel  Corporation  t 

Mr.  Lehmakn.  Some  of  mem  are ;  some  not. 

Mr.  LiXDABURY.  Only  one? 

Mr.  Lbhmann.  In  fact,  only  one. 

Mr.  LiNDABUBT.  I  do  not  remember  how  many  there  were  in  all. 

Afr.  Lehmann.  There  are  nine  indictments. 

Mr.  McOHiLiouDDY.  Are  the  indictments  against  the  parties  who 
are  narties  to  the  pooling  contract? 

Mr.  Lehicank.  Yes,  sir. 

Mr.  MoGniiiGXTDDY.  All  of  them  ? 

Mr.  Lehkann.  Yes,  sir. 

Mr.  McOnjJCUDDY.  The  contracts  in  that  case  were  not  signed 
by  the  parties  ? 

Mr.  Lehmank.  No,  sir. 

Mr.  McGiLMOUDDY.  Then  what  evidence  have  you  that  they  had 
any  binding  effect  upon  the  parties,  as  long  as  they  are  not  signed  ? 

Mr.  Lehmann.  The  effect  would  not  depend  upon  signature  at 
all 

Mr.  MoGtLLicuDDY.  That  is  what  I  want  to  get  at. 

Mr.  Lehmakn.  But  simply  upon  the  existence  of  the  agreement. 

Mr.  McGiLLioiiDDY.  Between  the  parties! 

Mr.  Lehkank.  Between  the  parties. 

Mr.  McGiLLiGiTDDY.  As  an  a^eement  ? 

Mr.  Lehmann.  It  would  be  just  as  effective  if  it  were  oraL 

Mr.  McGiLLicuDDY.  Yes;  I  understand  that.  Have  you  evidence 
that  there  was  such  an  aCTeement  between  the  parties,  in  binding 
effect,  which  was  not  signed  by  the  parties? 

Mr.  Lehmann.  Oh,  yes.  Otherwise  there  would  have  been  no 
basis  whatever  for  an  indictment. 

Mr.  McGiLLiouDDY.*  That  is  what  I  want  to  get  at. 

Mr.  LiNDABUBY.  The  evidence  consisted  of  proof  of  the  operation 
under  it  ? 

Mr.  Lehmann.  Under  it. 

Mr.  LiNDABUBY.  Which,  I  think,  was  rather  plenary.  These 
were  all  what  were  called  the  "  Jackson  pools,"  were  they  not? 

Mr.  Lehmann.  I  do  not  know  that  they  were  so  designated;  but 
Mr.  Jackson,  as  I  recall,  was  concerned  in  all  of  them. 

Mr.  LiNDABUBY.  They  are  popularly  called  the  "Jackson  pools." 

Mr.  Lehmann.  That  I  did  not  know ;  but  I  should  say  that  they 
answered  that  description,  because  Mr.  Jackson  was  in  all  of  thenu 

Mr.  LiNDABUBY.  He  was  the  chief  officer,  designated  by  some 
name — ^"commissioner,"  I  believe.  The  reports  were  all  made  to 
him. 

Mr.  Lehmann.  Yes. 

Mr.  LiNDABUBY.  He  was  the  manager,  at  any  rate,  by  whatever 
title  he  was  designated. 

Mr.  Lehmann.  That  is  substantially  correct. 

Mr.  YouNO.  There  is  just  one  thing  I  should  like  to  ask,  Mr. 
Lehmann.  About  when  did  it  appear  that  this  agreement  was  en- 
tered into  originally  under  which  they  have  been  acting  ? 

Mr.  Lehmann.  The  indictments  say  1908.  That^  of  course,  was 
to  allege  it  within  the  period  of  the  statute  of  limitations. 
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Mr.  Young.  Yes. 

Mr.  Lehmann.  But  that  does  not  mean  thai  it  was  originally 
formed  on  that  basis,  because  where  an  indictment  is  for  conspiracy 
we  proceed  on  the  assumption  that  the  conspiracy  is  formed  at  any 
time  that  it  is  in  operation. 

Mr.  Young.  Certainly ;  but  is  it  not  a  fact  that  the  original  agree- 
ment, as  evidenced  by  this  paper  which  you  have,  was  made  a  good 
while  affo? 

Mr.  l^HMANN.  Several  years  ago. 

Mr.  Young.  And  that  under  that  they  have  been  operating) 

Mr.  Lehmann.  Yes. 

Mr.  Young.  That  is  the  charge? 

Mr.  Lehmann.  Yes;  that  is  correct. 

Mr.  Young.  And  do  you  remember  about'  when  that  started — 
when  that  paper  was  dated? 

Mr.  Lehmann.  No,  sir:  I  do  not.  I  can  not  ffive  you  thst  date 
from  recoUection.  ^       ^ 

Mr.  LiNDABURY.  Do  I  understand  you  have  no  recollection  of  the 
date  of  the  agreement  which  you  have  seen  ? 

Mr.  Lehmann.  No;  I  have-not.  It  is  not  a  matter  that  I  would 
charge  my  memory  with,  because  it  is  a  matter  that  could  always 
be  determined  by  reference  to  the  paper  itself. 

The  Chairman.  Mr.  Lehmann,  I  will  present  you  with  that  memo- 
randum. 

Mr.  Lehmann.  I  aharll  be  much  obliged  if  the  committee  will  send 
me  a  memorandum  of  what  thev  desire. 

The  Chairman.  Yes,  sir ;  and  we  will  also  present  you  with  that 
memorandum  which  you  have  in  your  hand  and  commit  it  to  your 
careful  and  prayerful  consideration. 

Mr.  Lehmann.  Thank  you,  sir. 

The  Chairman.  We  are  deeply  grateful  to  you  for  your  courtesy 
in  appearing  before  the  committee. 

Mr.  LiNDABURY.  Is  this  the  printed  one  ? 

The  Chairman.  No,  sir;  that  is  typewritten. 

Mr.  LiNDABURY.  You  ought  to  give  him  the  printed  one. 

The  Chairman.  It  is  equally  effective,  from  his  interpretation. 

There  are  several  gentlemen  here  who  are  representatives  of  vari- 
ous steel  and  wire  interests,  whom  I  will  call  now. 

TESTIHONY  OF  W.  S.  UITCHELL. 

(The  witness  was  duly  sworn  by  the  chairman,  and  testified  as 
foUowsO 

The  CfnAiRMAN.  What  firm  do  you  represent  ? 

Mr.  Mitchell.  I  am  a  banker.  I  am  cashier  of  a  bank  at  Pitts- 
burff — the  Mellon  National  Bank. 

l^e  Chairman.  Mr.  Mitchell,  you  received  a  subpoena  duces  tecum, 
did  you  not? 

Mr.  Mitchell.  Yes. 

The  Chairman.  For  certain  papers.  Have  you  a  copy  of  that 
subpcBna  with  you  ? 

Mr.  Mitchell.  Yes.    [Producing  papers.] 
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The  Chairman.  You  say  you  are  cashier  of  the  Mellon  Nafci<Mial 
Bank) 

Mr.  MiTOHECLL.  Yob* 

The  Chaib^bcan.  Ebve  you  the  papers  referred  to  in  this  subpcsnaf 

Mr.  Mitchell.  The  only  paper  I  could  find  was  a  statement  of 
the  bank  account  that  appeared  to  be  called  for. 

The  Chaieman.  Will  you  furnish  that"  statement  to  the  oommitAeef 

Mr.  Mitchell.  Yes.     [Producing  a  paper.] 

Mr.  Young.  Is  that  a  copy  of  your  book) 

Mr.  Mitchell.  That  is  just  a  copy  of  the  ledger  account. 

Mr.  Young.  Whom  is  the  account  with? 

Mr.  Mitchell.  W.  L.  King,  treasurer,  Plate  Association. 

The  Chairman.  Do  you  laiow  who  the  persons  are  who  are  cred- 
ited and  debited  with  these  amounts? 

Mr.  Mitchell.  No.  Those  figures  rcraresent  deposits  of  money 
and  checks  for  money  against  them ;  and  the  outsioe  column  repre- 
sents the  balance  of  money  from  day  to  day  that  was  left  in  the 
account. 

The  Chairman.  There  are  no  dollar  marks  here.  I  suppose  the 
last  two  figures  rspresent  dollars? 

Mr.  Mitchell.  The  last  two  figures  represent  cents. 

The  Chairman.  The  others  are  dollars.  Do  you  know  who  are  the 
officers  of  this  association,  Mr.  Mitchell  ? 

Mr.  Mitchell.  No  ;  I  do  not  know  any  further  than  this. 

The  Chairman.  What  is  the  total  amount  of  money  that  the  Plate 
Association  represents  there? 

Mr.  Mitchell.  This  statement  shows  that  they  deposited  $841,- 
883.13  in  the  account;  and  then  they  were  credited  with  interest  of 
$3,397,  making  a  total  of  deposits  of  $246,468.47.  That  money  was 
all  eventually  drawn  out,  and  the  account  closed. 

Mr.  liiKDABUBT.  Will  you  not  let  him  give  the  dates  coveted  by  the 
account,  so  that  we  may  have  that,  Mr.  Chairman? 

The  Chairman.  Yes,  sir. 

Mr.  LiNDABURY.  The  dates  when  it  was  opened  and  when  it  was 
closed. 

Mr.  Mitchell.  The  account  was  opened  on  February  2,  1001,  by 
a  deposit,  and  was  finally  closed  on  January  80,  1902;  and  all  the 
vouchers  were  from  time  to  time  returned  to  the  person  entitled  to 
them. 

The  Chairman.  Is  that  the  only  memorandum  you  have  of  your 
transactions  with  the  Plate  Association  of  the  United  States? 

Mr.  Mitchbll.  That  is  all  we  have — just  a  ledger  account  of  a  de- 
posit in  the  bank. 

Mr.  Sterling.  Is  that  the  name  in  which  the  deposit  appears — 
"  The  Plate  Association  of  the  United  States  "? 

The  Chairman.  No  ;  "  W.  L.  King,  treasurer,  Plate  Associattan.^ 

Mr.  Mitchsll.  This  is  "  W.  L.  King,  treasurer,  Plate  Associatiofi.^ 

The  Chairman.  Is  that  the  full  name  of  the  association  that  he 
represented  as  treasurer  ? 

Mr.  Mitchell.  I  do  not  know.  I  do  not  know  the  association  at 
all,  further  than  that  account. 

The  Chairman.  Where  does  Mr.  W.  L.  King  reside  ? 
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Mr.  Mitchell.  In  Pittsburg. 

The  Chairman.  Do  you  know  to  whom  any  of  these  sums  were 
s^tf 

Mr.  MiTOHBLL.  No. 

Mr.  LiNDABURT.  You  mean  in  the  sense  of  being  disbursed  ? 

The  Chairmak.  Disbursed ;  yes.  To  whom  were  they  disbursed — 
do  you  know  ? 

Mr.  Mitchell.  No. 

The  Chairmak.  I  see  there  are  certain  credits  here.  Certain 
amounts  were  deposited  by  Mr.  King,  were  they  not? 

Mr.  Mitchell.  ByMr.  King  or  his  representative. 

The  Chatkman,  When  you  checked  this  money  out,  to  whom  did 
you  make  it  payable  ? 

Mr.  MrrcfoiLL.  The  checks  were  drawn  by  Mr.  King  as  treasurer. 

The  Chairman.  Against  this  account? 

Mr.  MiTOHEUi.  Agaiut  the  account,  to  the  persons  to  whom  he 
wished  to  pay  it 

The  Chairman.  Have  you  no  statement  or  m^noranda  of  any 
kind  in  your  bank  showing  to  whom  those  checks  were  paid  ? 

Mr.  MrroREu:^  No.  The  checks  themselves  show  that;  but  when 
the  account  was  balanced  the  checks  were  all  returned  to  the  person 
entitled  to  them — ^in  this  instance,  Mr.  King. 

The  Chairman.  The  Mellon  National  Bank  was  simply  the  depos- 
itory of  funds  in  its  hands  by  the  Plate  Association  ? 

Aur.  Mitchell.  In  that  particular  account  It  is  T.  Mellon  &  Sons, 
the  predecessor  of  the  Mellon  National  Bank. 

Toe  Chairman.  The  Mellon  National  Bank  carries  this  account, 
too? 

Mr.  Mitchell.  No;  the  account  was  closed  before  the  Mellon  Na- 
tional Bank  was  organized.  It  was  organized  in  July,  1902,  and  that 
accdunt  was  closed  on  T.  Mellon  A  Sons'  books  on  the  80th  of  Janu- 
ary  1902. 

The  Chairman.  On  the  30th  of  January,  1902? 

Mr.  Mitchell.  Yes. 

The  Chairman.  And  a  similar  account  was  not  kept  by  any  Plate 
Association  with  the  Mellon  National  Bank? 

Mr.  Mitchell.  There  is  nothing  that  I  could  find.  There  is  noth- 
ing in  existence  now,  that  I  know  of.  * 

The  Chairman.  Do  you  know  whether  there  ever  was  in  existence 
anything  of  that  kind  ? 

Mr.  Mitchell.  No ;  I  do  not  know,  except  that. 

Mr.  Sterling.  Where  is  this  bank? 

Mr.  Mitchell.  In  Pittsburg. 

Mr.  Sterling.  I  believe  it  is  what  is  known  as  the  Mellon  Bank, 
is  it  not  ? 

Mr.  Mitchell.  Yes. 

Mr.  Sterliko.  Is  there  more  than  that  one? 
Mr.  Mitchell.  No. 

Mr.  Stbhling.  There  is  no  other  Mellon  Bank,  is  there  ? 
Mr.  Mitchell.  No. 

Mr.  YouNO.  Of  course,  if  there  had  been  any  such  account,  it 
would  appear  on  your  books  ? 
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Mr.  Mitchell.  On  the  ledeer. 

Mr.  Young.  And  you  could  find  it,  could  you  not  ? 

Mr.  Mitchell.  Yes  j  that  is  correct. 

The  Chairman.  This  subpoena  directs  you  to  produce  before  this 
committee  on  the  24th  day  of  Jul^  the  accounts  of  the  president, 
treasurer,  commissioner,  and  executive  committee  of  the  Steel  Plate 
Association  of  the  United  States.  Has  the  committee  or  the  commis- 
sioner any  account  with  you? 

Mr.  Mitchell.  No. 

The  Chaisman.  Were  you  made  the  depository  of  any  agreements  f 

Mr.  Mitchell.  No;  not  that  I  ever  heard  of. 

Mr.  Sterling.  Do  you  know,  Mr.  Mitchell,  whether  this  account 
with  the  treasurer  of  the  Plate  Association  is  the  same  as  the  Steel 
Plate  Association? 

Mr.  Mitchell.  I  do  not  know. 

Mr.  Sterling.  We  have  had  some  evidence  here  refi;arding  the 
Steel  Plate  Association.    Do  you  know  anything  about  that  ? 

Mr.  Mitchell.  No. 

Mr.  Sterling.  Is  there  any  question  about  the  identity  of  them  f 

The  Chairman.  The  contract  recites  that  this  is  the  rank  that  was 
the  depository  of  the  funds.    This  is  the  first  we  have  heard  of  Einff. 

Mr.  Beall.  Do  you  know  a  man  named  Temple,  connected  wim 
the  Plate  Association? 

Mr.  Mitchell.  Not  in  connection  with  the  Plate  Association.  I 
know  a  man  by  the  name  of  Temple. 

Mr.  Beall.  W.  C.  Temple? 

Mr.  Mitchell.  I  knew  him,  but  I  did  not  know  him  in  connection 
with  any  association. 

Mr.  Beall.  Does  he  keep  an  account  in  your  bank? 

Mr.  Mitchell.  I  do  not  think  he  did.    I  do  not  recall. 

The  Chairman.  Mr.  Mitchell,  what  official  position  does  Mr.  King 
hold  with  any  of  the  steel  companies  in  Pittsburg? 

Mr.  Mitchell.  Mr.  King  is  an  officer  of  the  Jones  &  Laughlin 

Steel  Co.  •  .  . 

The  Chairman.  What  position  does  he  hold — vice  president,  does 
he  not? 

Mr.  Mitchell.  I  can  not  recall.  I  think  he  is  vice  president;  I 
think  so.  Formerly  he  was  treasurer,  and  I  think  he  is  now  vice  pres- 
ident. 

The  Chairman.  Does  anybody  else  care  to  ask  Mr.  Mitchell  any- 
thing? 

Mr.  Sterling.  Do  you  know  where  this  Plate  Association  made  its 
deposits  after  it  ceased  to  deposit  with  the  bank  of  which  you  are 
cashier? 

Mr.  Mitchell.  No  ;  I  do  not  know. 

Mr.  Sterling.  Do  you  know  why  they  ceased  to  deposit  with  you  ? 

Mr.  Mitchell.  No.  I  did  not  know  anything  at  all  about  the  asso- 
ciation, except  just  that  we  had  the  account  in  the  bank. 

Mr.  LiiNDABURY.  The  account  does  not  seem  to  have  been  a  very 
active  one.    There  are  only  four  or  five  deposits. 

(By  direction  of  the  committee,  the  account  referred  to  is  incor- 
porated in  the  record  at  this  point.    It  is  as  follows:) 
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T.  MeUon  d  Bona*  Batik,    Account  No.  57.       W,  L.  King,  treasurer,  Phtte 

Association, 

[Copied  from  transfer  deposit  ledger  No.  10,  T.  Mellon  &  Sons*  Bank.] 


Date. 


Deposits  and  withdrawals. 


1901. 


Feb. 
Apr. 


May 


Jnne 
July 


Anf. 


Sept. 


Oct. 


Not. 


Deo. 


8 
8 
96 
27 
18 
38 
2S 
17 

as 

1 

8 

8 

13 

10 

17 

ao 

16 
17 
21 
81 
17 
21 
28 
80 

1 

18 
10 
28 

4 
13 
14 


Deposit 

do...... 

Check 

do 

do 

do 

Deposit 

....tdo. 

do 

do 

do 

Check 

do 

do ...i 

Deposit 

do 

do 

do 

do 

do 

do 

Check 

Deposit 

do 

Check 

do 

Deposit 

...jS. 

do 

do 

bepc8tt'(8100',d22JS3). 


Debit. 


1812.15 

4,419.17 

453.98 

7,040.20 


821.64 
2,350.88 
4,784.61 


124.04 


6,901.61 
1,447.98 


20  !  Deposit 


13 
16 
21 


1902. 
Jan.     21 
22 


11 


do. 
do. 


Check j      4,254.85 


23 


27 

28 
29 
30 


.do. 
.do. 


Interest,  InchislYe,  date 

Balance 215,062.06 


Checks  returned 246,463.47 


Balaooe - i 

Check !  21,104.03 

do 12,634.16 

do ;..  7,162.57 

do ,  66,661.79 

do 1  29,593.52 

do 30,897.70 

do 67,529.20 


Checks  retamed,  Feb.  19, 1902. 


215,052.96 


Credit. 


87, 19a  96 
8,073.36 


85,441.85 

16,342.66 

2,350.38 

11,268.42 

184.20 


585.21 

11,361.50 

17, 57a  32 

10,890.25 

3,279.26 

4,183.78 

5,643.94 


3,435.10 
204.20 
578.00 


10,481.23 

718.38 

295.86 

11,037.64 

3,976.06 

12,167.33 

1,883.32 

4,307.96 

6,958.47 


3,605.40 
1,232.74 
3,397.00 


Balaooe. 


87, 19a  96 
16,964.82 
14,859.17 
9.983.00 
9,479.02 
2,438.82 
87. 88a  17 
104,22X85 
106,582.23 
117,840.66 
118»024.86 
117.708.91 
115,843.83 
110,569.22 
111,14443 
122,505.08 
140, 07a  85 
150,89a  50 
154,17&70 
158.859.64 
164,003.48 
163,878.54 
166,313.64 
166,617.84 
167,096.08 
161,804.32 
160, 36a  34 
170,837.57 
171,556.06 
171,861.80 
182,880.44 
186.865.50 
199,022.83 

aoo,9oai6 

206,214.11 
211,172.58 
206,017.73 


210,498.92 
911,666.90 
916,063.96 


246,463.47 


215,062.96 


215,052.96 


216,052.96 
193.868.98 
181,224.78 
174,072.21 
117,620.42 
87,926.90 
67,£99.90 


Correct. 


H.  A.  Phillips. 


TESimONT  OF  JOSEPH  A.  KEILT. 


(The  witness  was  duly  sworn  by  the  chairman  and  testified  as 
follows:) 
The  Chairman.  What  firm  do  you  represent,  Mr.  Kelly  ? 
Mr.  Kelly.  The  Kelly  &  Jones  Co.,  Pittsburg. 
The  Chairman.  Do  you  represent  the  Trenton  Iron  Co.  ? 
Mr.  Kelly.  Yes,  sir. 
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The  Chairmaij.  I  will  ask  you  to  examine  that  entry  in  that 
book  and  see  if  it  is  correct.    [Handing  book  to  witness,] 

Mr.  Kelly.  I  can  tell  you  right  now  that  I  do  not  know  anything 
at  all  about  it,  without  looking  at  it.  I  do  not  know  anything 
about  it 

The  Chairman.  You  know  about  whether  that  entry  is  oorrect 
or  not  under  "  Pittsburg." 

Mr.  EIelly  (after  examining  entry).  Yes,  sir;  that  is  cortect. 

Mr.  LiKDABURT.  What  is  itT 

Mr.  Kelly.  The  name  is  not  really  correct.  It  is  "  The  Kelly  & 
Jones  Co."   This  is  "  Kellj  &  Jones  Co." 

Mr.  Young.  But  what  is  that? 

Mr.  LiNDABURY.  The  notes  do  not  show  what  it  is. 

Mr.  Kelly.  I  do  not  know  what  the  meaning  of  this  is. 

The  Chairman.  What  position  do  you  hold  with  the  Kelly  & 
Jones  Co.  ? 

Mr.  Kelly.  I  am  secretary  of  the  Kelly  &  Jones  Co. 

The  Chairman..  Have  you  anything  to  do  with  the  sales  depart- 
ment? 

Mr.  E^ELLY.  I  have  in  the  case  of  the  goods  which  we  manufacture 
ourselves,  but 

The  Chairman.  Whom  do  you  mean  by  "  we  "  ? 

Mr.  Kelly.  The  Kelly  &  Jones  Co. 

The  Chairman.  Do  you  not  represent  tiie  Trenton  Iron  Co.  ISiere? 

Mr.  Kelly.  Yes,  sir. 

The  Chairman.  Do  you  not  sell  their  goods? 

Mr.  ICelly.  Yes,  sir. 

The  Chairman.  In  the  sale  of  their  goods,  have  you  memoranda 
of  prices  at  which  they  are  to  be  sold? 

Mr.  Kelly.  No,  sir ;  I  do  not  know  anything  about  the  prices*  I 
have  nothing  to  do  with  that  department. 

The  Chairman.  Nothing  to  do  with  the  sales  department? 

Mr.  Kelly.  That  department.  You  see,  our  business  is  a  rather 
large  business. 

The  Chairman.  Oh,  yes. 

Mr.  Kelly.  And  the  wire-rope  business  is  what  I  might  call  infin- 
itesimal. There  is  hardly  anything  to  it.  The  profits  we  make  out 
of  that  probably  would  not  pay  the  office  boy. 

The  Chairman.  Is  there  any  other  member  of  your  firm  here? 

Mr.  Kelly.  Yes,  sir ;  the  vice  president  of  our  company  is  here. 

The  Chairman.  Is  he  here  in  the  room  ? 

Mr.  Kelly.  Yes,  sir ;  Mr.  Jones. 

The  Chairman.  I  will  ask  Mr.  Jones  to  come  around  here. 

Mr.  LiNDABURY.  The  Trenton  Iron  Co.  make  specialties,  do  they 
not? 

« 

Mr.  Kelly.  I  simply  know  that  they  manufacture  wire  rope. 

Mr.  Young.  Are  3rou  the  Kelly  whose  name  is  in  the  title  of  the 
company? 

Mr.  Kelly.  My  father  was  the  originator  of  the  company.  He 
was  the  president  of  the  company.  My  father  and  Mr.  Jones  origi- 
nated the  company. 

Mr.  Young.  Do  you  manufacture  wire  rope? 

Mr.  Kelly.  No,  sir. 

Mr.  Young.  Do  you  manufacture  nlate? 
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Mr.  KstiCY.  No,  sit. 

Mr.  Young.  Are  yoru  manufactureWB  at  all? 
Mr.  KsLiiT.  We  Bre  manufacturers  of  Valves  and  fittings  for 
Stettin,  gas,  wt^r,  oil,  aiid  otber  liqtrids. 
Mr.  YouNO.  Have  you  a  poolincr  agreement,  too. 
Mr.  Kbllt.  Not  that  I  know  of. 
Mr.  Young.  Have  you  had? 
Mr.  Kexajt.  Have  we  had? 
Mr.  Young.  Yes. 
Mr.  Ejsllt.  IfTot  that  I  know  of. 
Mr.  LiNDABURY.  How  old  are  you  ? 
Mr.  EeiiLt.  I  am  88  years  of  age. 

m^TIHONY  OF  SirOH  KACEBAK  JOlT&S. 

(The  witness  was  duly  sworn  by  the  chairman  and  testified  as 
fotiowsQ 

The  Chaikman.  Mr.  Jones,  what  position  do  you  hold  with  the 
Kelly  &  Jones  Co.  ?    Do  you  represent  the  Treirton  Iron  Co.  ? 

Mr.  Jones.  The  Kelly  &  Jones  Co.  does,  in  Pittsburg. 

The  Chairman.  What  position  do  you  hold  with  the  Kelly  & 
Jones  Co.? 

Mr.  JoNM.  Vice  president. 

The  Chairman.  Do  you  sell  any  of  their  goods  ? 

Mr.  Jones.  Yes,  sir. 

The  Chairaian.  Do  thev  furnish  you  a  statement  of  the  prices  at 
which  they  are  to  be  sold  f 

Mr.  Jones.  They  used  to.  I  have  not  been  connected  with  that 
department  of  it.  lately.  Lately,  I  believe,  there  has  been  no  price. 
For  quite  a  while  there  has  been  no  restriction  on  the  price.  . 

The  Chairman.  Did  they  furnish  you  with  statements  of  the 
prices  as  late  as  1905  ? 

Mr.  Jones.  I  am  not  sure  whether  we  were  their  agents  in  1906. 

The  Chair:*! AN.  I  will  ask  you  to  examine  this  memorandum  and 
see  if  you  were  ever  furnished  with  a  memorandum  similar  to  that 
for  the  sale  of  their  products? 

Mr.  Jones  (after  examining  memorandum).  I  have  never  seen 
one. 

Mr.  LiNDABURY.  This  was  not  produced  from  the  Trenton  Iron 
Works,  was  it? 

Mr.  Young.  No;  that  is  the  thing  that  came  from  the  Water- 
bury  Co. 

Mr.  Sterung.  What  are  your  duties  with  the  Kelly  &  Jones  Co.  ? 

Mr.  Jones.  My  principal  duties  are  making  estimates  on  pipe  and 
power  work,  and  getting  the  contract  and  seeing  that  it  is  properly 
executed. 

Mr.  Sterling.  Do  you  mean  ffettinc  the  contract  for  the  manu- 
facture, or  the  contract  for  the  sale  of  them  ? 

Mr.  Jones.  We  receive  a  blue  print  to  figure  on.  I  see  that  the 
estimate  is  made  up,  and  take  steps  to  send  a  salesman  after  it  and 
get  it,  and  see  that  it  is  properly  fabricated  and  sent  out. 

Mr.  Sterling.  Do  you  not  manufacture  for  the  trade  without 
orders? 
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Mr.  Jones.  Oh,  yes.  The  Kelly  &  Jones  Co.  is  principally  a 
manufacturing  concern,  and  has  at  Pittsburg  a  jobbing  house.  In 
the  Pittsburg  jobbing  house  we  handle  mill  supplies  and  plumbing 
supplies  and  sell  some  wire  rope.  Hiat  is  our  only  connection  with 
the  Trenton  Iron  Co.  The  store  in  Pittsburg  is  a  very  small  part 
of  our  total  business;  and  the  principal  business  we  do  there  is  as 
an  outlet  for  our  own  goods. 

Mr.  Sterling.  In  making  prices,  do  you  make  them  according  to 
some  fixed  schedule  that  you  nave  ! 

Mr.  Jones.  No.  If  we  need  the  business  we  go  after  it  hard.  If 
we  do  not,  we  quote  pretty  high  prices. 

Mr.  Sterling.  You  make  the  prices  to  get  the  business  { 

Mr.  Jones.  Yes,  sir. 

Mr.  Beall.  How  long  have  you  been  connected  with  this  com- 
pany, Mr.  Jones  ? 

Mr.  Jones.  Ten  years. 

Mr.  Beall.  I  did  not  exactly  understand  what  line  of  goods  you 
manufacture. 

Mr.  Jones.  Elbows,  tees,  valves,  couplings,  unions — iron-pipe 
fittings  of  all  kinds. 

Mr.  Beall.  Iron-pipe  fittings? 

Mr.  Jones.  Fittings  for  iron  pipe ;  yes. 

Mr.  Beall.  Are  there  many  concerns  of  the  kind  in  the  country 
manufacturing  like  products? 

Mr.  Jones.  Yes;  quite  a  number. 

Mr.  Beall.  Prior  to  1907  did  the  Kelly  &  Jones  Co.  ever  enter  into 
an  agreement  with  any  other  concern  manufacturing  like  products 
in  regard  to  the  price? 

Mr.  Jones.  Not  to  my  knowledge. 

Mr.  Beall.  Or  any  agreements  looking  to  the  division  of  territory, 
assigning  certain  territory  to  each  manufacturer? 

]V&.  Jones.  No,  sir. 

Mr.  Beall.  Or  any  agreements  looking  to  the  distribution  of  the 
business  by  percentage  to  the  different  manufacturing  concerns? 

Mr.  Jones.  There  are  none ;  no,  sir. 

Mr.  Beall.  You  do  not  know  of  any  pool  or  association  or  organi- 
zation of  any  kind  through  which  they  have  attempted  to  reflate 
the  price  and  the  output  or  the  division  of  business  of  the  kind  in 
which  you  are  engaged  ? 

Mr.  Jones.  No  pool  of  any  kind. 

Mr.  Beall.  You  are  to  be  congratulated. 

TESTIMONT  OF  MB.  CABIUE  P.  WOODALL. 

(The  witness  was  duly  sworn  by  the  chairman  and  testified  as 

follows^ 
The  Chairman.  What  concern  do  you  represent? 

Mr.  WooDALL.  Claridge  &  Woodall,  ship  chandlers  and  grocers. 

The  Chairman.  What  business  are  you  engaged  in  ? 

Mr.  WooDALL.  Ship  chandlers  and  grocers. 

The  Chairman.  What  wire  or  wire-rope  association  do  you  repre- 
sent? 

Mr.  WooDALL.  We  do  not  represent  any.  We  buy  it  as  we  want  it 
from  anyone,  and  sell  it.  We  ouy  it  from  anyone — ^not  any  particu- 
lar person. 
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The  Chairman.  Are  you  located  in  the  city  of  Pittsburg? 

Mr.  WooDALL.  No;  Baltimore. 

Mr.  LiNDABURir.  Do  you  sell  this  wire  as  grocers  ? 

Mr.  WooDALL.  No ;  what  we  call  ship  chandlering. 

The  Chairman.  You  buy  from  the  Trenton  Iron  Co.,  do  you  not? 

Mr.  WooDALL.  Not  always;  no,  sir. 

The  Chairman.  Do  you  not  buy  from  them  at  all? 

Mr.  WooDALL.  Sometimes,  and  sometimes  we  do  not.    It  all  de- 
pends. 

The  Chairman.  How  long  has  it  been  since  you  bought  from  them  ? 

Mr.  WooDALL.  I  presume  about  a  year. 

The  Chairman.  When  you  bought  from  them  did  they  furnish 
you  a  statement  of  the  prices  at  which  their  products  were  to  be  sold  ? 

Mr.  WooDALL.  They  furnished  us  with  a  catalogue  on  which  was 
the  list  price. 

The  Chairman.  Does  this  look  anything  like  it   [exhibiting  a 
pamphlet  to  the  witness]  ? 

Mr.  WooDALL.  No ;  nothing  like  this. 

The  Chairman.  What  dia  the  catalo^e  contain? 

Mr.  WooDALL.  It  contained  just  the  list  price. 

The  Chairman.  The  list  price? 

Mr.  WooDAix.  The  list  price. 

The  Chairman.  Xbat  is,  the  price  at  which  you  were  to  sell  it? 

Mr.  WooDALL.  The  price  at  which  we  were  to  sell  it,  and  also  a 
discount  price. 

The  Chairman.  A  discount  price? 

Mr.  WooDALL.  A  discount  price. 

The  Chairman.  Suppose  you  did  not  happen  to  sell  at  that  price — 
what  would  happen  to  you  ? 

Mr.  WooDAix.  I  suppose  if  we  sold  below  the  list  price,  we  would 
lose  money.    It  would  be  our  loss  and  not  theirs. 

The  Chairman.  Would  you  get  any  more  business  from  them  ? 

Mr.  Woc»AiiL.  If  we  sold  at  a  loss?    Probably  we  would.    We 
woidd  get  lots  of  wire-rope  business. 

The  Chairman.  I  mean,  if  you  sold  below  the  price  they  furnished 
you,  would  they  sell  you  any  more  goods  ? 

Mr.  WooDALL.  I  can  not  answer  that;  I  do  not  know.    We  never 
had  that  proposition  to  deal  with. 

The  Chairman.  Why  should  they  indicate  to  you  the  price  at 
which  you  should  sell  your  goods,  anyway? 

Mr.  WooDAix.  Because  all  the  wire-rope  companies  have  the  same 
price  list— all  that  I  have  seen. 

The  Chairman.  Oh,  yes.    And  they  wanted  you  to  sell  at  the  same 
price  that  the  rest  of  them  did  ? 

Mr.  WooDALL.  They  never  said  so,  but  we  did  so ;  that  is  all. 

The  Chairman.  Why  did  you  do  that?    Why  did  you  go  by  a 
fixed  price? 

Mr.  WooDALL.  Because,  if  we  had  not,  if  we  had  gone  above  that 
price,  then  other  companies  would  have  gotten  the  business. 

The  Chairman.  Yes;  but  if  you  haagone  below  it,  what  harm 
would  it  have  done? 

Mr.  WooDALL.  Then  we  would  also  have  gotten  the  business. 

The  Chairman.  Why  did  you  not  go  a  little  below  the  price  and 
get  the  business? 
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Mr.  WooDALL.  We  'Were  not  in  business  to  lo^  money. 

The  Chaibman.  Did  the  price  at  which  they  sold  these  goods  to 
you  and  the  price  at  which  you  sold  them  to  the  customer  so  nearly 
approach  one  another  that  you  could  not  have  gone  a  fiew  cents  on 
the  ton  below  and  yet  made  money? 

Mr.  WooDALL.  Well,  no. 

The  Chaibman.  What  was  to  keep  you  from  dropping  a  little  and 
gettinga  lot  of  the  other  fellows'  customers,  like  you  usai  to  do? 

Mr.  WooDALL.  We  could  drop,  but  if  we  should  bill  it  to  our  cus- 
tomers at  8  cents,  and  th^  should  bill  it  to  us  at  9  cents,  we  would 
be  losing  1  cent  a  foot.    We  sell  it  by  the  foot. 

The  Chairman.  Exactly.  They  not  only  billed  it  to  you  at  a  cer- 
tain price,  but  they  gave  you  a  selling  price,  did  they  not? 

Mr.  WooDALL.  They  sent  us  a  catalogue.  We  were  not  bound 
down  to  that. 

The  Chairman.  You  were  not  bound  to  it;  but  the  purpose  of 
sending  you  that  catalogue  was  to  give  you  the  price  you  were  to 
sell  by,  was  it  not  ? 

Mr.  WooDALL.  To  mre  us  the  price  we  were  to  sell  by. 

The  Chairman.  Was  there  not  a  pretty  fair  margm  between  the 
price  you  paid  and  the  price  you  sold  by? 

Mr.  WooDALL.  The  profit  in  wire  rope  was  very  small;  and  that 
is  one  of  the  reasons  why  we  gave  it  up  and  just  buy  it  as  we  get 
orders  for  it. 

The  Chairman.  And  there  is  very  little  profit? 

Mr.  WooDALL.  Very  little  profit. 

The  Chairman.  And  they  made  you  a  certain  price? 

Mr.  WooDALL.  They  sent  us  the  catalogue. 

The  Chairman.  Yes;  and  then  they  sent  you  a  catalogue  to 
sell  by  ? 

Mr.  WooDALL.  No;  they  only  sent  us  one  catalogue.  That  was 
supposed  to  be  the  selling  price — the  list  price. 

Mr.  LiNDABURY.  You  got  a  discount  on  of  that? 

Mr.  WooDALL.  We  got  a  discount  off. 

Mr.  LiNDABURY.  I  mean,  you  bought  at  a  discount? 

Mr.  WooDALL.  We  bought  at  that  price  less  discount. 

The  Chairman.  By  paying  cash? 

Mr.  WooDALL.  If  we  paia  cash,  of  course  we  would  get  a  little 
consideration — probably  1  per  cent  for  10  days,  or  something  like 
that,  I  believe. 

Mr.  McGnxicuDDT.  How  long  has  that  been  in  operation  ? 

Mr.  WooDAij..  Ever  since  we  nave  been  in  business. 

Mr.  McGiLLicuDDY.  How  long  is  that? 

Mr.  WooDALL.  About  12  years. 

Mr.  McGnxicuDDY.  How  frequently  do  you  get  these  catalogues 
fixing  the  prices  that  you  shall  sell  by? 

Mr.  WooDALL.  We  are  liable  to  get  one  anv  time.  We  are  liable 
to  get  one  this  month  or  we  may  not  get  one  ior  two  or  three  montlis 
and  we  may  not  get  one  for  a  year. 

Mr.  McGiLLTcuDDY.  Do  these  different  catalogue  prices  vary — ^the 
selling  prices  that  are  put  down  for  you? 

Mr.  WooDALL.  No;  not  very  often,  unless  there  is  an  advance  in 
the  steel  market  or  the  iron  market.  Then  they  have  to  make  their 
selling  prices  according  to  that  advance. 
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Mr.  McGiLLicuDDY.  When  you  get  a  catalogue  of  those  prices 
you  follow  the  catalogue  until  you  get  a  uaw  one  ? 

Mr.  WooDALL,  Generally;  yee. 

Mr«  MoGiUiiocJDinr.  You  do  ab9<^utelv,  do  yo^  not? 

Mr.  WooDAi4«.  Som^timc^  we  might  hear  on  the  street  that  wii^ 
rope  has  gone  down,  or  something  of  thaA  sort  A  nuui  might  come 
to  uB  and  say :  "  You  a^ e  charging  us  too  much  for  rope ;  what  is  the 
trouble  ?    I  harve  a  new  catalogue  here,"  or  something  of  that  kiiid. 

Mr.  McGiiiLicunDY.  The  usual  course  of  your  bvsmes  is  to  follow 
the  selling  price  that  is  laid  down  in  the  catalogue  until  you  get 
another  catalogue  fixing  a  different  price? 

Mr.  WooDALU  That  is  exeetly  what  we  do,  until  we  hear  diiEer- 
entlv. 

Mr.  McGiiiiiicxniDT.  Then  you  do  not  fix  the  S€Uii\g  price  of  your 
products  at  all,  do  you?  • 

Mr.  WoQDAU^  No. 

Mr.  McGnxicuDDY.  They  are  fixed  by  this  catalogue? 

Mr.  WooDAix.  They  are  only  fixed  by  the  list  price. 

Mr.  McGuiZAcuDnr.  That  is,  the  list  prioe  in  tha  catalogue  ? 

Mr.  WooDALL.  The  listprioe  in  the  catalogue. 

Mr.  McGnwcuDOY.  Why  do  you  not  fix  your  own  selling  price 
of  your  own  goods-? 

Mr.  WooDALL.  Becauaei  everyone  sells  by  the  list  price  giv«n  in  the 
catalogue  that  is  furnished. 

Mr.  McGn-LicuDDY.  You  all  asree  to  that? 

Mr.  WoodaiaL.  Generally,  we  all  affree. 

Mr.  McGiLLicuDDY.  Generally?  You  all  do,  do  you  not,  in  that 
line  of  business  ? 

Mr.  WoooAjx.  To  my  knowledge  and  beliel 

Mr.  McGiuJCTTDDY.  That  is  your  understanding  of  it? 

Mr*  WooDAix.  Yes;  that  is  my  understanding  of  it 

Mr.  McGiLUCCTDDY.  That  you  follow  the  catelogue,  and  all  the 
rest  of  the  people  who  sell  similar  goods  follow  the  catalogue  price?, 

Mr.  WooDAiJu  As  far  as  I  know. 

Mr.  McGiLLicuDDY.  There  is  tiiat  understanding  between  you  all  ? 

Mr.  WooDALL.  That  is  the  understanding ;  yes. 

Mr.  Young.  I  should  like  to  understand  a  little  better  tiiia  arrange- 
ment between  you  and  the  Trenton  Iron  Co.  Do  you  buy  the  goods 
outright  from  them  and  then  sell  tbem,  or  do  you  act  as  sales  agent, 
getting  a  commission  which  is  represented  by  a  discount? 

Mr.  WooDALrL.  No;  we  buy  them  outright,  the  same  as  we  buy  a 
barrel  of  flour. 

Mr.  Young.  At  what  price  is  it  billed  to  you  ? 

Mr.  WooDAUi.  At  the  list  price. 

Mr.  Young.  At  the  list  price? 

Mr.  WooDALL.  Yes. 

Mr.  YouNa  It  is  billed  to  you  at  the  same  price  that  you  sell  it, 
is  it? 

Mr.  WooDAix.  At  the  list  price;  yes;  but  we  get  a  discount.  Of 
course  they  allow  us  a  discount. 

Mr.  Young.  Yes*  That  is  what  I  am  getting  at.  They  bill  it 
to  you  at  their  list  price? 

Mr.  WooDALL.  Yes. 

Mr.  Young.  And  then  they  give  you  a  discount*  off? 
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Mr.  WooDAUi.  A  discount  off. 

Mr.  YoTJNG.  Do  you  keep  this  rope  on  hand  or  do  you  simplv 
order  it  from  them  when  you  get  an  order?    ^  ^^ 

Mr.  WooDAiiL.  If  we  can  not  get  it  in  the  city  of  Baltimore,  we 
order  it  from  them;  but  we  tr^  Baltimore  first,  am(»ig  our  people 
there— our  competitors,  you  might  say. 

Mr.  Young,  feut  do  you  keep  a  stock  on  hand,  or.  when  you  get 
an  order,  do  you  simpler  send  it  in  and  get  your  rope  ? 

Mr.  WooDALL.  That  is  it;  when  we  get  an  order  we  try  to  get  it 
in  Baltimore.    We  do  not  keep  it  on  hand.    It  does  not  pay. 

Mr.  Young.  You  do  not  keep  it  on  hand  at  all? 

Mr.  WooDALii.  No.    The  insurance  eats  up  the  profits. 

Mr.  Young.  And  they  bill  it  to  you  at  tne  list  price;  you  seU  it 
at  the  list  price;  and  you  get  a  discount? 

Mr.  WooDALL.  We  get  a  discount.    That  is  it  exactly. 

Mr.  Young.  If  you  sold  it  below  the  list  price,  you  would  make  just 
so  much  less  profit? 

Mr.  WooDALL.  Make  so  much  less  ?  Why,  we  would  probably  lose. 
If  we  bought  it  at  9  cents  and  we  sold  it  at  8,  we  would  be  out 
just  1  cent  a  foot    It  is  sold  by  the  foot. 

Mr.  Young.  In  answer  to  Mr.  McOillicuddy  you  said  something 
about  an  agreement.  Is  there  any  agreement  between  these  sellers  of 
wire  rope  that  they  shall  all  sell  it  at  the  same  price? 

Mr.  WooDALii.  Oh,  no ! — ^no  agreement;  no.  It  is  only  a  form  that 
they  have.    That  is  all. 

Mr.  Young.  They  simply  send  you  the  list  price,  and  they  bill  you 
the  goods  at  that  price? 

IMfr.  WooDALL.  Yes. 

Mr.  Young.  And  then  it  is  a  matter  of  discretion  with  you  whether 
'  you  will  sell  at  the  list  or  some  other  price  ? 

Mr.  WooDALL.  That  is  all.  It  is  just  the  same  as  if  we  bou^t  a 
barrel  of  flour  for  $4.60  and  sold  it  for  $5— there  would  be  a  profit  of 
&0  cents  a  barrel.    It  is  just  the  same. 

Mr.  Young.  Is  there  any  agreement  between  you  and  the  Trenton 
people  that  you  shall  sell  it  at  the  list  price  ? 

Mr.  WooDALL.  No;  no  agreement.  We  can  sell  it  for  8  cents  below 
the  list  price  if  we  want  to,  if  we  choose  to  lose. 

Mr.  LiNDABURY.  Will  you  ask  the  witness  if  he  was  ever  requested 
by  the  Trenton  Iron  Co.,  or  anybody  on  its  behalf,  to  conform  to  that 
list  price,  Mr.  Younff  ? 

Mr.  Young.  Yes ;  I  will  ask  that  question. 

Mr.  WooDALL.  No;  we  were  not.  We  just  have  these  catalogues 
sent  to  us  as  the  cost  price. 

Mr.  LiNDABUKY.  Those  are  what  you  buy  by?  ^ 

Mr.  WooDALL.  What  we  buy  by,  yes;  less  the  discount. 

Mr.  Sterling.  Has  it  ever  been  suggested  to  you  that  if  you  did 
not  sell  at  that  particular  price  you  mi^t  not  be  able  to  get  goods! 

Mr.  WooDALL.  No,  sir;  not  to  my  knowledge. 

Mr.  Sterling.  Are  you  the  member  of  your  firm  that  has  charge 
of  that  phase  of  the  business? 

Mr.  WooDALL.  Why,  yes.    I  am  the  sole  proprietor. 

Mr.  Sterling.  Are  you  ? 

Mr.  WooDALL.  Yes,  sir. 

Mr.  Sterling.  If  there  was  anything  of  that  kind,  of  course  you 
would  know  it  ? 
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Mr.  WooDALL.  I  would  know  it;  yes. 

Mr.  Gardner.  What  discount  do  you  get  from  the  Trenton  Iron 
Works? 

Mr.  WooDALL.  It  has  been  so  long  since  we  gave  them  an  order 
that  I  do  not  remember  now. 

Mr.  Gardner.  Is  it  up  in  the  70  and  80  per  cents,  the  way  it  is  in 
the  plumbing  trade,  for  instance? 

Mr.  WooDALL.  Oh,  no ;  I  should  say  about  40  and  5. 

Mr.  Gardner.  Forty  and  five? 

Mr.  Woodaix.  Yes. 

Mr.  Gardner.  You,  in  your  turn,  when  you  sell,  allow  discounts? 

Mr.  Woodall.  Oh,  yes. 

Mr.  Gardner.  To  the  trade,  and  for  cash,  and  every  other  dis- 
count ;  do  you  not  ? 

Mr.  Woodall.  Yes. 

Mr.  Gardner.  It  is  pr^t^  hard  for  the  retailer  to  know  what  the 
real  price  of  the  goods  is,  is  it  not? 

Mr.  Woodall.  A  dealer  generally  knows. 

Mr.  Gardner.  You  mean  the  retail  purchaser,  not  the  retail 
dealer? 

Mr.  Woodall.  I  mean  the  retailer;  yes — ^well,  not  always.  I  will 
say  he  does  not  always  know.  If  we  get  10  per  cent  out  of  wire 
rone  we  are  lucky. 

Mr.  Gardner.  In  reply  to  Mr.  Young,  I  rather  understood  you  to 
say  that  you  did  not  place  any  orders  for  steel  rope  until  you  knew 
where  the  customer  was — ^that  is,  that  you  do  not  huy  it  outright  to 
sell  again. 

Mr.  Woodall.  Buy  it  outright,  you  say  ? 

Mr.  Gardner.  Yes. 

Mr.  Woodall.  Oh,  yes;  we  buy  it  outright.  No;  we  have  got  to 
have  a  customer  first,  as  I  say. 

Mr.  Gardner.  That  is  to  say,  if  I  wanted  to  rig  a  ship,  or  some- 
thin£[  or  other,  and  I  came  into  your  store — I  presume  it  is  used  for 
the  ng^ng  of  ships  ? 

Mr.  Woodall.  Yes ;  that  is  riffht. 

Mr.  Gardner.  Shrouds,  and  that  sort  of  thing? 

Mr.  Woodall.  Yes. 

Mr.  Gardner.  If  I  came  into  your  store  you  would  not  have  it  all 
ready  for  me,  but  you  would  quote  me  a  price,  and  then  you  would  look 
around  in  Baltimore  and  elsewhere  until  you  found  a  price  at  which 
you  could  buy  it  and  it  would  yield  you  a  profit    Is  that  it  ? 

Mr.  Woodall.  That  is  it  exactly.  Sometimes  we  have  a  large  or* 
der ;  a  captain  will  come  in  and  he  will  ask  for  a  catalogue,  and  we 
will  give  him  one  of  the  catalogues,  with  the  prices  in  it;  and  we 
always  tell  him :  "  Now,  Captain,  there  is  the  list  price." 

Mr.  Gardner.  Yes ;  but  every  customer  knows  that  there  are  a  lot 
of  discoimts  off  that? 

Mr.  Woodall.  Oh,  generally ;  yes. 

Mr.  Gardner.  As  a  matter  of  fact,  everybody  who  has  bought  any 
knows  that  ? 

Mr.  Woodall.  It  is  an  understood  fact  that  there  is  a  discount  off. 

Mr.  Gardner.  Several  discounts,  are  there  not? 

Mr.  Woodall.  What  do  you  mean  by  "  several ''  ? 

Mr.  Gardner.  For  instance,  you  said  "  40  and  5." 
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Mr.  WooDALL.  Yes. 

Mr.  Gabdi^er.  I  do  not  l(i¥>w  what  discounts  you  allow;  but  you 
may  allow  a  discount  for  cash,  and  you  may  itUow  a  discount  to  the 
trade;  you  may  have  a  series  of  discounts,  the  way  dealers  in  plumb- 
ing supplies  have  their  various  discounts. 

Mr.  wooDALu  Yes. 

Mr.  Gardner.  Suppose  you  make  your  price  with  me,  and  it  is  le^ 
than  the  list  price  with  the  discounts  that  are  recoffnizea  by  the  Tren- 
ton Iron  Co.  You  said  a  minute  ago  that  you  could  not  hiU  goods  to 
me  at  8  cents  when  you  were  paying  9  cents  for  tJiem. 

Mr,  Woooall.  Yes. 

Mr.  Gardner.  That  is  perfectly  obvious.  What  I  wanted  to  lau)w 
was  this :  Suppose  you  paid  9  cents  for  t^em,  amd  you  billed  tiiem  to 
me  at  9^,  when  it  was  generally  supposed,  judging  by  the  list  prioa. 
that  you  would  bill  them  to  me  at  9^ — what  would  you  be  afraid  of? 
Would  you  be  afraid  that  these  concerns  that  manufacture  steel  Mpe 
would  not  sell  you  any  more  ? 

Mr.  WooDALL.  No ;  I  would  not  be  afraid  of  them  al  all.  I  would 
be  afraid  of  the  man  that  I  sold  it  to — the  customen  I  would  not 
take  them  into  consideration  at  all. 

Mr.  Gabonsr.  Why  would  you  be  afraid  of  your  customarf 

Mr.  WooDALX^  I  know  that  just  as  soon  as  they  saw  that  the  list 
price  was  9  cents,  and  I  sold  it  to  them  at  9^,  they  would  not  deal  with 
us  any  more. 

Mr.  Gardner.  But  suppose  you  were  selling  it  at  a  little  below  the 
list  price  to  them 

Mr.  WooDALL.  Yes. 

Mr.  Gard;n£r  (continuing).  The  price  ^ill  being  enough  to  give 
you  a  margin  of  profit.  Would  you  oe  afraid  that  the  Trenton  £ron 
Co.  would  not  supply  you  any  more  goods,  or  would  you  &ar  that 
your  rivals  in  business  might  do  the  same  thing — in  other  wonls, 
that  'Hwo  might  play  at  the  same  game"? 

Mr.  Woodall.  No  ( 1  would  not.  I  would  not  consider  them  ni  all, 
because  I  would  not  care. 

Mr.  Gardner.  That  is,  you  might  get  it  from  somebody  else  the 
next  time? 

Mr.  Woodall.  Well,  yes ;  I  can  get  it  in  Baltimore. 

Mr.  Gardner.  But,  I  suppose,  what  you  are  afraid  of  is  that  ^^  two 
can  play  at  that  game,"  and  that  if  you  reduce  your  price,  your  rivals 
in  business  will  all  reduce  their  prices? 

Mr.  Woodall.  Well,  I  do  not  know :  I  have  never  beep  up  against 
that  proposition.  I  have  never  done  such  a  thing  as  that — gone  be- 
low tne  list. 

Mr.  Gardner.  Did  you  not  ever  think  of  reducing  prices — shading 
prices  in  order  to  get  more  business? 

Mr.  Woodall.  Not  from  the  list.  That  is  the  same  as  cotton  duck. 
Cotton  duck  also  has  a  list  price,  less  discount.  You  can  reduce  your 
discount. 

Mr.  Gardner.  When  you  see  an  opportunity  to  make  a  good  sale, 
why  will  you  not  shade  jjour  price? 

Mr.  Woodall.  You  might  shade  your  discount,  but  not  your  list 
price. 

Mr.  Gardner.  Why  would  you  not  shade  your  discount,  then? 
Perhaps  j'ou  do  shade  your  discount  ? 
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Mr.  LiKDABUSY.  That  is,  increase  your  discount. 

Mr.  WooDALL.  Welly  no ;  make  the  disoaunt  lome^.  Yes ;  that  would 
mean  to  increase  it — ^make  it  cheaptr,  of  course. 

Mr.  OABDMEit  Do  you  do  that  t 

Mr.  WooDAUi.  To  some  people.  It  all  depends  upmi  what  bill  of 
goods  tkev  might  bu^.  Ii  a  man  comes  Blong  out  of  the  transient 
trade,  and  he  comes  m  there  and  wants  a  piece  of  rope,  we  are  not 
^ing  to  give  it  to  him  at  the  same  price  that  we  would  the  man  who 
IS  fittiiug  out  a  ship  to  go  to  San  Francisco — that  gives  us  a  bill  of 
$3,000  ror  a  voyage  of  150  days.  *  This  other  man,  perhaps,  is  going 
to  use  it  for  a  (uouiesline. 

Mr.  Gaboneb.  You  do  not  have  to  explain  that  That  is  a  per- 
fectly proper  thing.  But  what  we  want  to  set  at  is  this — ^you  can 
see  it  clearly  enough.  We  want  to  know  whether  these  companies 
that  manufacture  steel  rope  have  a  threat  in  the  background  tnat  if 
you  increase  your  discount — which  is  the  same  thing  as  shading  your 
price — they  will  not  give  you  any  more  goods?  That  is  just  what  we 
want  to  know. 

Mr.  WooDALL.  We  have  uever  been  confronted  with  such  a  thing. 
I  do  not  know ;  I  could  not  answer  that. 

Mr.  Gardner.  Do  they  generally  know  it  if  you  increase  your 
discount? 

Mr.  WooDALL.  Oh,  no ;  they  do  not  know. 

Mr.  Gardner.  If  they  did  know,  would  they  caret 

Mr.  WooDAiiL.  I  could  not  say ;  I  could  not  answer  that.  I  do  not 
know ;  I  could  not  say. 

Mr.  McGiuJCUDDY.  As  a  matter  of  fact,  you  do  not  sell  below  that 
price  list  that  they  furnish  you,  do  you  f 

Mr.  WooDALL.  We  have  not  done  so  to  my  knowledge^ 

Mr.  McGnJiiGUDDY.  And  that  covers  a  period  of  how  many  years, 
you  say? 

Mr.  WooDALL.  Oh,  I  guess  about  12  years— a  little  over  12. 

Mr.  McGiM-icuDDY.  And  the  reason  you  follow  that  price  list 
which  they  give  to  vou  is  because  it  is  your  understanding  that  every- 
body  in  the  trade  follows  it? 

Mr.  WooDALL.  That  is  our  understanding ;  yes. 

Mr.  McGiLLicuDDT.  You  do  not  want  to  seU  below  what  is  under- 
stood to  be  the  trade  price  for  everybody,  given  out  by  the  Trenton 

Co.? 
Mr.  WooDALL.  No;  almost  everyone  has  a  price,  although  they  do 

not  set  out  a  printed  list, 
ifr.  McGiLLiCTJDDY.  I  know;  but  this  company  does  get  out  a 

printed  list? 

Mr.  WooDAMi.  Yes. 

Mr.  McGiLLicuDDY.  For  all  of  its  customers? 

Mr.  WooDALL.  Yes. 

Mr.  McGnxicuDDT.  And  your  understanding  is  that  you  all  fol- 
low that  price  list  in  your  selling  which  they  set  out  for  you  ? 

Mr.  WooDAix.  That  is  really  a  guide  to  us. 

Mr.  McGn-LicuDDT.  It  is  the  price  you  follow,  is  it  not? 

Mr.  WooDALL.  Generally,  yes. 

Mr.  LiNDABUKY.  He  does  not  understand  you.  What  he  means  is 
that  it  is  the  basis  of  his  own  discount. 
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Mr.  McGiLLicTTDDY.  I  am  not  talking  now  about  the  disoounL 
Of  course  you  have  a  right  to  give  any  discount  you  have  a  mind  to. 
But  do  you  understand  that  you  are  not  to  go  below  that  price  list  ? 
Is  not  that  true,  and  that  everybody  else  is  not  to  go  below  it? 

Mr.  WooDAUi.  We  could  if  we  wanted  to. 

Mr.  McGnxicuDDT.  I  know,  but  you  have  never  wanted  to  in  ail 
these  10  or  12  years,  have  you  ? 

Mr.  WooDALL.  It  is  such  a  small  amount  in  our  business  that  we 
have  never  paid  any  attention  to  it.  We  only  sell  about  a  hundred 
feet  of  wire  in  about  a  month  or  two. 

Mr.  Oasdneb.  Did  you  not  just  testifv  that  vou  did,  by  increasii^ 
yoiir  discount,  go  below  that  price  list?  If  tne  price  of  a  thing  is 
9  cents  and  there  is  a  discount  on  it  of  10  or  15  or  20  per  cent,  the 
moment  you  make  that  12^  or  17^  or  22^  you  have  gone  below  your 
price  list? 

Mr.  Woodall.  Not  the  price  list ;  no.  We  have  reduced  the  price, 
but  not  the  price  list. 

Mr.  Gardner.  You  do  not  reduce  the  price  list,  but  reduce  the 
price  ? 

Mr.  WooDALL.  I  reduce  the  price,  but  not  the  price  list. 

Mr.  LiNBABURY.  That  is  just  what  I  thought  was  the  explanation 
of  the  whole  misunderstanaing  between  Mr.  McGillicuddy  and  the 
witness.  He  stands  by  the  price  list,  but  he  gives  such  discounts  off 
of  it  as  he  thinks  are  proper. 

Mr.  WooDAUi.  That  is  it  exactly. 

Mr.  LiNDABURT.  Yes. 

Mr.  McGn-LicxjDDY.  But  he  has  said  here  repeatedly  that  neither 
he  nor  anybody  else  sells  below  the  specified  price  list. 

Mr.  WooDALL.  I  say  not  to  my  knowledge. 

Mr.  McQiLLicuDDT.  Of  course  you  are  talking  about  what  you 
know  about  it. 

Mr.  Woodall.  Yes;  not  to  my  knowledge. 

Mr.  Sterling.  Let  us  put  it  this  way :  Do  all  of  you  dealers  give 
the  same  discount  off  of  tnat  pric^  list  to  your  customers  ? 

Mr.  Woodall.  I  could  not  say  as  to  that. 

Mr.  Sterlino.  Or  get  the  same  discount? 

Mr.  Woodall.  I  can  not  answer  that. 

Mr.  Ijndaburt.  Do  you  know  what  any  other  dealer  gives? 

Mr.  Woodall.  Any  other  dealer  who  sells  to  us? 

Mr.  LiNDABURT.  No;  I  mean,  to  his  customers? 

Mr.  Woodall.  No  ;  I  could  not  answer  that 

Mr.  Gardner.  Have  you  not  just  testified  that  you  yourself  gave 
different  discounts  to  different  customers  ? 

Mr.  Woodall.  I  said  that  when  a  transient  trader  comes  along; 
yes.    We  give  different  discounts. 

Mr.  Gardner.  It  is  perfectly  obvious  that  you  may  say  the  nominal 
price  is  $10,000;  the  actual  price  depends  entirely  upon  what  dis- 
count you  give. 

Mr.  Woodall.  Yes. 

The  Chairman.  If  some  man  comes  along  who  is  going  to  Hong- 
kong or  San  Francisco,  and  is  rigging  out  a  ship,  and  nobody  will 
ever  loiow  anything  about  it,  you  cut  below  the  price,  do  you  not? 
Is  not  that  true? 

Mr.  Woodall.  I  could  not  answer  that  imtil  I  got  to  the  particular 
case. 
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The  Chaibman.  But  where  you  are  selling  to  people  there  in 
Baltimore,  where  the  price  you  make  is  known,  you  follow  the  cata- 
lo«ie  ?    Is  not  that  true  ? 

Mr.  WooDAUi.  We  follow  the  catalogue  for  all  of  them.  As  a 
general  rule  the  people  going  to  San  Francisco  know  the  price  list 
and  the  discount 

Mr.  Gabdner.  The  chairman  is  rather  implying  that  your  extra 
discounts  are  secret 

Mr.  WooDALL.  Yes ;  as  far  as  we  are  concerned ;  we  are  not  going 
out  and  telling  people  what  we  pa^  for  goods. 

Mr.  Gardkeb.  Tnat  is  to  say,  it  I  am  a  customer,  you  do  not  care 
whether  I  come  from  Baltimore  or  whether  I  come  n*om  San  Fran- 
cisco; you  will  give  me  a  bigger  discount  if  I  am  a  better  customer? 

Mr.  WooDAUu  Not  always :  no.  As  I  say,  the  margin  on  wire  rope 
is  so  small  in  our  business  that  if  we  get  10  per  cent  we  are  luclgr, 
considering  our  insurance  and  so  on. 

Mr.  LiNDABXTRT.  You  havc  to  get  the  most  you  can  from  your 
customer  f 

Mr.  WooDALL.  Not  always.  We  do  not  aim  to  take  advantage  of 
our  customers. 

Mr.  Gabdneb.  But,  as  a  matter  of  fact,  there  is  nothing  whatever 
improper  in  the  transaction  of  your  giving  a  better  price  to  whole- 
sale dealers  than  to  retail  dealers.  What  we  want  to  get  at  is 
whether  the  Trenton  Iron  Co.  forces  you  to  sell  to  your  customers  at 
aparticular  price.  We  all  understand  that  they  furnish  a  catalogue. 
The  question  is  whether,  if  you  gave  larger  discounts  than  the 
standard  allowance,  you  woula  get  yourself  into  trouble  with  the 
Trenton  Iron  Co.? 

Mr.  WooDAiiL.  I  do  not  know.  We  have  never  been  up  against 
that  proposition.  I  could  not  say.  I  could  not  answer  that  question, 
because  our  business  in  that  line  is  so  small. 

Mr.  Stebling.  Have  you  had  any  intimation  or  knowledge  from 
any  source  that  you  would  get  into  trouble? 

Mr.  WooDALL.  Noj  we  have  never  been  so  advised. 

Mr.  Yoimo.  In  this  catalogue  that  is  furnished  you  by  the  Trenton 
Iron  Works,  do  they  attempt  to  prescribe  the  discount  you  are  per- 
mitted to  give? 

Mr.  WooDAUi.  That  is,  do  they  stipulate  the  discount? 

Mr.  Young.  Yes.  Is  there  anythmg  in  the  catalogue  regulating 
the  discount  which  you  give? 

Mr.  WooDALL.  No.  They  send  you  a  catalogue  whenever  you 
write  for  one.  They  also  send  them  of  their  own  accord ;  but  then, 
again,  they  will  also  send  you  a  discount  sheet  with  the  catalogue. 

Mr.  Young.  That  sheet  shows  the  discount  that  you  are  entitled  to 
as  a  purchaser  from  them? 

Mr.  WooDAUi.  Yes. 

Mr.  Young.  Is  there  an^hing  in  the  catalogue  or  anvthing  else 
that  they  send  you  that  limits  the  discount  that  you  can  allow  one  of 
your  customers? 

Mr.  WooDALii.  I  have  never  examined  the  matter  that  closely.  I 
could  not  say. 

Mr.  Gabdneb.  As  a  matter  of  practice,  have  you  ever  followed  the 
discount  sheet  which  they  furnish  you  for  the  purposes  of  your  sales  ? 

Mr.  WooDALL.  When  they  quote  us  a  discount  of  45,  do  you  mean 
do  we  give  off  accordingly  ? 


Mr.  Gabditsb.  I  am  not  talking  about  what  you  pay  them ;  but  do 
tbeT  say :  ^^  You  shall  allow  this  and  that  discount  to  your  puraiasets, 
and  no  more  and  no  less! " 

Mr.  WooDAU*.  No.  They  just  send  us  on  a  sheet  that  says  **  sted 
wire^  so  much ; "  "  ^ranized  wire,  so  much  " ;  **  cast  steel,"  and  so  on, 
"  so  much."    That  is  all  it  says. 

Mr.  Oardiixb.  And  thev  do  not  preeeribe  what  discount  you  are  to 
allow  to  your  customers? 

Mr.  WooDtAjJL.  Na 

Afr.  Gasdkeb.  As  a  matter  of  fact,  what  is  the  average  discount  yoa 
allow  toyour  customers  on  the  fi'oods  you  sell  t 

Mr.  WoooAix.  Do  you  mean  the  profit  f 

Mr.  Gardkis.  No;  the  discount  Suppose  I  came  in  and  wanted  to 
buy  wire  rope,  100  yards  or  10,000  yards,  or  anjrthing  else— what 
disoount  would  I  get  from  youf 

Mr.  WooDALL.  We  generally  give  you  80  off  or  40  off. 

Mr.  Gabdnis.  Thirty  per  cent! 

Mr.  WooDALL.  Yes. 

Mr.  Gabdnbb.  But  the  Trenton  Iron  Co.  does  not  say  to  you  that 
you  shall  give  80  per  cent  discount,  no  more  and  no  less! 

Mr.  WooDAii..  No. 

Mr.  Gabdnbr.  You  might  give  me  5  f 

Mr.  Woodalju  I  might  give  you  6 ;  yes. 

Mr.  Gabdnbb.  You  might  give  me  85,  if  you  were  not  going  to 
lose  money? 

Mr.  WooDALL.  Yes. 

Mr.  Gabdneb.  In  other  words,- the  price  at  which  you  sell  to  the 
retailer  is  a  matter  entirely  in  your  hands? 

Mr.  WooDALL.  Excuse  me — ^you  know  we  are  not  agents  for  the 
Trenton  Iron  Co.  We  buy  that  just  the  same  as  we  buy  a  bill  of 
goods  from  anybody  else,  and  sell  it  at  our  own  price  that  we  want 
u>  sell  at. 

Mr.  Gardner.  That  is  what  I  want  to  know — ^whether  you  are 
selling  at  your  price  or  theirs  ? 

Mr.  WooDALu  We  conform  to  their  catalogue. 

Mr.  Gabdnxb.  And  you  give  as  big  or  as  little  a  discount  as  you 
can  make  a  trade  for? 

Mr.  WooDAix..  That  is  it  exactly. 

Mr.  Young.  Do  any  of  these  other  companies  that  you  buy  from 
furnish  you  a  price  list  and  catalogue? 

Mr.  WooDALL.  They  would  if  we  asked  them  to.  Do  you  mean 
the  Baltimore  concerns? 

Mr.  Young.  Any  concerns  that  you  buy  from.  Do  you  buy  from 
anv  other  manufacturers  besides  the  Trenton  Iron  Works? 

Mr.  WooDALL.  No.  They  are  about  the  only  ones  we  have  any 
dealings  with,  when  we  have  any  at  all. 

Mr.  Gabdneb.  What  is  the  reason  of  this  custom,  not  only  in  your 
trade,  but  in  various  trade&  I  am  particularly  familiar  with  it  in 
the  case  of  steam  fittings  and  that  sort  of  thing,  where  the  list  price 
is  enormous  and  the  discounts  sometimes  run  as  hi^h  as  90  per  cent 
What  is  the  reason  of  doing  that?  Is  it  to  deceive  the  retail  cus- 
tomer? 

Mr.  WooDAuu  No:  I  will  tell  yon,  as  far  as  my  judgment  goes. 
They  get  out  a  catalogue,  and  they  make  the  discount  to  meet  the 
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price.  If  they  had  to  change  their  catalogues  evvry  time  tiie  price 
changed,  they  would  be  changing  their  catalogues  every  wedk;  and 
some  concerns  get  out  catalogues  that  prolwUy  ooet  them  $5.  They 
can  not  chaoga  their  catalogues  erety  wwk  to  meet  the  conditioiis. 
They  have  to  change  the  discounts  to  meet  the  price.  ThaA  is  the 
reason  the  discounts  are  so  high. 

Mr.  Oabdnsb.  I  never  saw  a  plnjnber's  catalogue  where  the  prices 
listed  were  much  less  than  three  times  as  great  as  a  man  couldget 
the  articles  for  if  ha  only  knew  what  discounts  to  ask  for.  Tmj 
are  perfectly  stupendona. 

Mr.  WoooMJU  I  know  it.  As  I  say,  tou  will  see  enormous  dis- 
oounts  given  to  meet  the  price.  If  you  had  to  get  out  a  new  cata- 
lo^pm  every  time  the  list  priee  changed,  the  expense  would  be  seme- 
thiBg  enormous.  For  instance,  you  might  get  out  a  catalogue  to- 
day, and  to-morrow  you  would  have  to  get  out  another  one. 

Mr.  Gabdner.  For  example,  if  you  try  to  buy  a  tee  for  flttini^  an 
angle  to  water  pipes,  or  whatever  you  call  it,  you  will  find  a  list 
price  in  the  catalo^e  which  is  three  or  four  times  what  the  actual 
price  is,  even  to  an  ignoramus  like  me,  who  does  not  know  what  ques- 
tions to  ask.  They  voluntarily  tell  me  that  the  discount  is  60  or 
70  or  80  per  cent.  Then,  if  I  ask  the  right  questions,  I  will  find  that 
there  is  io  per  cent  discoimt  on  the  balance,  and  5  per  cent  discount 
on  that  balance.  What  is  the  reason  for  puttinj^  those  prices  in 
catalogues  so  far  above  any  possible  variation  of  the  price  whidi 
would  require  them  to  get  out  a  new  catalogue  all  the  time  ? 

Mr.  WooDALL.  As  I  said  before,  that  is  the  only  way  they  have  got 
to  adjust  the  price.  You  would  probably  buy  a  tee  for  40  cents,  less 
80,  40,  and  5.  That  would  probably  bring  it  down  to  IT  cents,  or 
something  like  that. 

Mr.  Gabdner.  The  list  price  is  60? 

Mr.  WooDALL.  Yes ;  the  list  price  is  60. 

Mr.  Gabdner.  I  have  noticed  that,  but  in  these  catalogues  I  have 
also  seen  the  discounts  printed. 

Mr.  WooDALL.  The  discounts? 

Mr.  Gardner.  The  discounts,  for  instance,  against  a  particular 
aorticle  would  be  given  as  40  and  5.  Those  figures  would  be  printed 
in  the  margin.  Then  I  will  find  that  there  are  a  lot  of  other  dis- 
counts that  I  do  not  know  anything  about. 

Mr.  WooDALL.  That  is  printed  in  the  catalogue? 

Mr.  Gardner.  Yes ;  then  there  are  other  discounts  that  you  can  get 
by  demanding  them. 

Mr.  WooDALL.  As  a  general  rule,  they  do  not  print  them  in  the 
catalogue.  They  generally  send  you  a  separate  sheet,  and  when  they 
change  the  price  all  they  have  got  to  do  is  to  change  the  discount 
sheet.  The  expense  of  getting  out  a  catalogue  every  time  the  list 
price  changed  would  be  something  enormous. 

Mr.  Gardner.  I  ouite  understand  that,  and  I  can  understand  the 
necessity  for  a  small  percentage  of  variation.  But  what  I  have  not 
gotten  through  my  head  is  why  these  enormous  discounts  are  given 
TTom  the  prices  listed  in  the  catalogues,  unless  the  prices  are  listed 
in  that  way  for  the  purpose  of  misleading  the  retail  customer. 

Mr.  WooDALU  I  could  not  answer  that. 

Mr.  Sterling.  I  am  sure  you  never  heard  of  a  contract  in  restraint 
of  trade? 
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Mr.  WooDAM*.  A  contract ! 
;  Mr.  Sterling.  Yes. 
Mr.  WooDALL.  How  do  you  mean  ? 
Mr,  Gardner.  A  contract  in  restraint  of  trade,  he  said. 
Mr.  WooDALL.  Oh,  I  do  not  know. 

TESTmONT  OF  J.  B.  VAN  OEMER— Seanmed. 

(Mr.  Van  Ormer  then  resmned  the  witness  stand.) 

The  Chairman.  Mr.  Van  Ormer,  referring  to  this  report  that  you 
say  the  Lukens  &  Games  Steel  Co.  would  send  monthly  to  this  c<mi- 
missioner,  do  you  know  whether  or  not  that  was  made  on  any  par- 
ticular form  ?  What  I  am  driving  at  is  this :  Did  not  that  commis- 
sioner furnish  you  with  the  particular  form  of  the  report  you  should 
make,  and  the  form  of  the  affidavit  ? 

Mr.  Van  Orheb.  I  think  so. 

The  Chairman.  And  that  commissioner  was  Mr.  Temple? 

Mr.  Van  Ormer.  Yes, 

The  Chairman.  You  have  given  his  full  name,  I  believe — ^W.  C. 
Temple? 

Mr.  Van  Ormer.  Yes. 

The  Chairman.  At  the  time  that  contract  was  printed,  there  was 
an  understanding,  was  there  not,  as  to  who  should  be  the  officers  of 
that  organization  ? 

Mr.  Van  Ormer.  I  do  not  know. 

The  Chairman.  Do  you  know  who  was  to  be  president  ? 

Mr.  Van  Ormer.  No,  sir. 

The  Chairman.  Do  you  know  who  was  to  be  treasurer  ? 

Mr.  Van  Ormer.  No,  sir. 

The  Chairman.  Do  you  know  a  Mr.  King? 

Mr.  Van  Ormer.  Mentioned  here  this  afternoon? 

The  Chairman.  Yes. 

Mr.  Van  Ormer.  Yes. 

The  Chairman.  He  was  connected  with  what  company? 

Mr.  Van  Ormer.  You  have  that — the  Jones  &  Laughlin  Steel  Co. 

The  Chairman.  Do  you  know  whether,  at  the  time  that  contract 
was  printed,  it  was  understood  that  Mr.  King  was  to  be  the  treas- 
urer of  the  association  ? 

Mr.  Van  Ormer.  I  have  no  knowledge  at  all  of  that. 

The  Chairman.  Do  you  know  wheQier  any  sort  of  reports  were 
made  to  Mr.  King,  or  any  communications  had  between  your  com- 
pany and  Mr.  Eling,  either  way  ? 

Mr.  Van  Oraier.  I  am  not  competent  to  answer  that  question. 

The  Chairman.  You  do  not  know  ? 

Mr.  Van  Ormer.  No. 

The  Chairman.  But  this  commissioner  did  furnish  the  form  of 
report  that  you  were  to  make  each  month,  and  the  form  of  affi- 
davit? 

Mr.  Van  Ormer.  Yes. 

The  Chairman.  It  says  here:  '^This  form  of  report  and  oath  or 
affirmation  as  to  its  correctness  shall  be  furnishea  by  the  commis- 
sioner, and  shall  include  a  statement  of  the  rolling  production  for 
each  month."  Did  that  report  that  you  made  contain  a  statement 
of  the  rolling  production  of  your  concern  for  each  month? 

Mr.  Van  Ormer.  Yes. 
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The  Chaibmak.  Since  the  adjournment  of  the  committee  before 
lunch,  have  you  had  an  opportunity  to  go  over  that  print^  report, 
or  a  copy  of  it  f 

Mr.  VAN  Ormsr.  No,  sir. 

The  Chairman.  I  meant  a  copy  of  the  printed  contract. 

Mr.  Van  Orhbr.  One  was  lying  here  on  the  table  this  morning — 
nojjsir. 

The  Chairman.  You  have  not  gone  over  that  any  more? 

Mr.  Van  Ormer.  No. 

The  Chairman.  In  the  conduct  of  this  association,  whatever  it 
may  have  been,  was  any  allowance  made  to  the  Lukens  Iron  &  Steel 
Co.  for  the  orders  that  it  had  already  taken? 

Mr.  Van  OrMer.  I  can  not  answer  that  question. 

Mr.  LiNDABURY.  Mr.  Chairman,  these  witnesses  who  have  been 
examined  desire  to  know  if  they  are  excused  ? 

The  Chairman.  They  are  excused. 

I  notice,  Mr.  Van  Ormer,  that  the  fifth  clause  of  that  printed  con- 
tract  says: 

Whereas  it  has  been  agreed  by  and  between  all  the  members  of  this  associa- 
tion to  exempt  certain  tonnage  to  cover  orders  already  taken,  it  is  agreed  that 
such  exemption  shaU  be  made  as  follows: 

Then  the  Lukens  Iron  &  Steel  Co.'s  allowance  is  given  as  6,778 
tons. 

Mr.  Van  Ormer.  I  am  not  familiar  with  that 

The  Chairman.  You  do  not  know  whether  that  allowance  was 
made  or  not  ? 

Mr.  Van  Ormer.  No. 

The  Chairman.  Did  the  Lukens  Iron  &  Steel  Co.  do  any  business 
on  the  Pacific  coast? 

Mr.  Van  Ormer.  At  that  time,  not  very  much. 

The  Chairman.  Did  it  do  any  forei^  business? 

Mr.  Van  Ormer.  Not  worth  mentionmg. 

The  Chairman.  As  a  matter  of  fact,  while  this  agreement,  or 
whatever  it  was,  was  in  operation,  do  you  know  whether  this  business 
that  was  done  on  the  Pacific  coast,  and  any  foreign  business  that  the 
Lukens  Iron  &  Steel  Co.  did,  was  reported  to  the  commissioner,  to- 
gether with  the  bills  of  lading,  or  other  evidence  of  exportation  ? 

Mr.  Van  Ormer.  More  than  likely. 

Mr.  LindabtjrY.  Do  you  know  ? 

Mr.  Van  Ormer.  No  ;  I  do  not  know.  I  have  not  any  reports  here. 
I  am  just  telling  you  now  what  I  know. 

Mr.  Beall.  Is  that  your  recollection  of  the  method  that  was  pur- 
sued by  your  company  in  connection  with  the  business  done  by  it  on 
the  Pacific  coast  and  foreign  ? 

Mr.  Van  Ormer.  I  can  not  recall  suflBciently  accurately  to  answer 
that  question. 

Mr.  Beall.  Do  you  know  whether  the  reports  made  as  to  this 
Pacific  coast  business  and  f  oreim  business  were  treated  the  same  way 
with  reports  made  as  to  other  business  ? 

Mr.  V  AN  Oekmer.  Will  you  kindly  put  that  question  somewhat  more 
plainly  ?    I  can  not  understand  the  question. 

Mr.  BEAUi.  I  understand  that  you  made  monthly  reports  to  the 
commissioner? 
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Mr.  Van  Ottun.  I  woiiU  haw  to  havs  ar 


Mr«  Bbauu  I  am  iMfc  addni^  you  now  m  to  what  wns  in  those  im- 
ports. You  made  monthly  reports  to  the  commissioner.  These  oA«r 
companies  made  monthly  reports  to  the  coiimiissioiiep.  The  ccxninis- 
sioner  would  send  you  oopieB  of  their  statements,  and  would 
send  to  tibem  oopies  oi  your  stalieBientB,  as  to  the  ordmaiy  business 
done  by  the  different  members  of  the  association.  But  did  the  eom- 
missioner  sead  you  statements  as  to  the  foreign  business  done  by  these 
other  members  of  the  association  ? 

Mr.  Van  Obmbb.  Those  things  did  not  coaie  mder  mr  observation. 

Mr.  BmaUm  You  hai^  no  recollection  upon  that  subject.  While 
this  agreement  was  in  effect,  do  you  know  whether  or  not  there  were 
any  complaints  made  against  anv  membeiB  of  it  for  vioLating  any  of 
the  provisaons  of  the  agreement  V 

Mr.  Van  Ormer.  Whioh  agreement  do  you  meant 

Mr.  Beaix.  This  understanding,  as  a  result  of  whioh  you  made 
numthhr  reports  to  this  commissioner  ? 

Mr.  V  AN  Ormer.  I  can  not  recall  any ;  no. 

Mr.  BeaUj.  You  do  not  know  whether  any  complaints  were  made 
or  notf 

Mr.  Van  Ormer.  I  can  not  recall  any.  ^ 

Mr.  Beai^l.  Refreshing  your  recoUeetion,  the  seYenih  section  of 
this  printed  agreement  says : 

Upon  receiving  the  written  requests  of  two  members  of  the  association,  stat- 
ing the  object,  the  commissioner  shall,  upon  the  approval  of  the  executive  com- 
mittee, call  a  meeting  of  the  parties  to  this  agreement  to  be  held 

It  says  here — 

From  five  days  from  date  of  receiving  such  written  request 

Mr.  Van  Ormer.  I  do  not  know  anything  about  that. 

Mr.  Beali^.  Do  you  know  of  any  instances  in  which  representatives 
of  these  different  concerns  met  together  for  any  purpose  in  response 
to  a  request  from  the  executive  committee  or  any  other  authority  ! 

Mr.  VAN  Ormer.  The  manufacturers  got  together  simetimes;  yes. 

Mr.  Beall.  Representatives  of  these  different  manufacturers  got 
together  f 

Mr.  Van  Ormer.  I  can  not  say  just  exactly  thoee.  Please  do  not 
put  words  in  my  mouth. 

Mr.  Beall.  I  am  not  seeking  to  put  words  in  your  mouth;  I  am 
seeking  to  get  words  out  of  your  mouth. 

Mr.  VAN  Ormer.  All  right. 

Mr.  Beall  (reading) : 

Carnegie  Steel  Co^  Jones  &  Langhlin,  Illinois  Steel  Co^  Crucible  Steel  Co., 
Otis  Steel  Co.,  Tidewater  Steel  Co.,  Lukens  Iron  A  Steel  Co.,  North  Bros. 
Co.,  Central  Iron  &  Steel  Co.,  American  Steel  &  Wire  Co.,  and  Qlaegow  Iron  0«. — 

Do  you  know  of  any  instances  after  you  started  to  make  this  amee- 
ment  that  was  printed,  where  they  were  recalled  and  burned,  in 
which  representatives  of  these  different  companies  came  together? 

Mr.  Van  Ormer.  I  am  not  competent  to  answer  that  question. 

Mr.  Beall.  You  know  whether  you  rec<Jlect  it  or  not. 

Mr.  Van  Ormer.  I  am  not  going  to  testify  here  based  on  reocdieo- 
tion. 

Mr.  Beall.  How  would  you  testify? 

Mr.  Van  Ormer.  From  knowledge. 


Mr.  BsAiJ«.  Do  you  have  any  kDowl«dge  en  the  subjectt 
Mr.  Van  Ormer.  No.   You«ay  " at  any  time*'} 
Mr.  BsAU.  Thi^  ooninct  waa  printed  about  Noramber,  1900^  was 
itnoti 

Mr*  Vax  Ojucer.  I  should  not  say  that  the  plate  naiMi&ctiirers 
never  got  together. 

Mr.  Beaul.  I  am  asking  you  if  they  did  in  the  latter  part  of  1900 
or  dniring  the  year  19011 

Mr.  Van  Oummm.  I  say  they  may  hare.  I  was  not  thens^  I  do  not 
know.  

Mr.  Beall.  Where  were  you! 

Mr.  Van  Ormeb.  I  was  home,  if  there  was  any. 

Mr.  Bbaix.  Were  there  any  meetings  in  your  town — Colterille  t 

Mr.  Van  Qrjcer.  Not  that  I  know  of. 

Mr.  BsAU«.  Do  you  know  of  a  representative  of  yomr  o(mipany  go- 
ing to  any  other  meetingi 

Mr.  Van  Oricer.  He  may  have  done  so. 

Mr.  Beaxju.  Leaving  there,  saying  that  he  was  goi^g  there  t 

Mr.  Van  Ormer.  He  may  have. 

Mr.  Beall.  I  am  askixiff  vou  if  you  remember  it 

lUb-.  Van  Ormer.  No  ;  I  do  not  recall  it 

Mr.  Beall.  Did  you  hear  any  talk  there  in  the  office  about  anybody 
renresenting  your  cfmcem  havmg  to  attend  one  of  these  meetings  t 

Mr.  Van  Ormer.  I  am  not  certain  now  whether  I  did  or  not. 

Mr.  Bbalu  Did  the  Lukens  Iron  &  Steel  Co.  ever  make  any  oom- 
plaint  that  other  manufacturers  of  iron  and  steel  were  proceeding 
m  violation  of  the  terms  of  any  agreement  ? 

Mr.  Van  Ormer.  I  can  not  recall. 

Mr.  Bealu  You  do  not  remember  ? 

Mr.  Van  Ormer.  No^  sir. 

Mr.  Beall.  At  the  tune  that  this  doeumoit  was  printed — a|id  was 
afterwards  destroyed — you  knew  about  there  being  a  supplemental 
agreement;  an  agreement  referred  to  in  that  document  as  agree- 
ment "B»! 

Mr.  Van  Ormer.  No,  sir. 

Mr,  BsAUi.  Do  you  know  whether  there  was  any  agreement  cover- 
mm  the  seale  of  prices! 

Mr.  Van  Ormer.  The  only  thing  that  I  know  about  is  the  printed 
copy  that  I  saw  here  this  morning. 

Mr.  Beall.  It  says,  ^'All  sales  between  parties  to  this  agreement 
shall  be  at  full  prices,  as  provided  in  agreement '  B.' ''  Do  you  know 
what  that  referred  to? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  Did  you  ever  see  a  copy  of  agreement  ^^  B  "  t 

Mr.  Van  Ormeb.  Not  to  ihe  best  of  my  Imowledge. 

Mr.  Beall.  Do  you  know  why  that  was  not  printed  t 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  Do  you  know  whether  there  was  any  such  agreement 
pot  into  typewriting  or  nott 

Mr*  Van  Ormeb.  1  do  not 

Mr.  Beall.  Was  there  ever  any  discussion  in  your  office  about  the 
inadvisability  of  haviiig  a  printed  agreement ;  that  it  was  preferable 
to  have  simply  typewritten  copies? 

'Mr.  Van  Ormeb.  No,  sir. 
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Mr.  Beall.  You  do  not  recall  that! 

Mr.  Van  Ormer«  No,  sir ;  I  do  not  recall  that 

Mr.  Beaix.  You  do  not  recall  the  circiunstanoe  of  going  to  the 
printer's  at  all ! 

Mr.  Van  Orker.  Not  more  than  to  the  extent  I  mentioned  this 
morning.  I  doubt  very  much  whether  I  was  there,  although  I  may 
have  been.    My  recollection  is  not  clear  either  way. 

Mr.  BeaIiL.  Why  would  anybody  go  there,  why  would  anybody 
representing  the  Lukens  Iron  &  Steel  Co.  go  to  the  printing  office? 

Mr.  Van  Ormer.  You  mean  in  that  oonection  t 

Mr.  Beauu  Yes,  sir. 

Mr.  Van  Qrmer.  To  get  them,  that  would  be  it 

Mr.  Beai^l.  You  have  had  two  or  three  hours  in  which  to  refresh 
^our  recollection.  Do  you  not  remember  tiiat  somebody  repserent- 
inff  your  company  about  the  time  you  were  destroying  au  these 
other  agreements  went  to  the  printing  office  to  be  sure  that  there  was 
no  agreement  there? 

Mr.  Van  Ormer.  That  was  covered  in  the  testimony  this  morning. 
I  may  have  been  the  person  who  went  to  the  printing  office. 

Mr.  Beall.  You  thought  you  got  them  all  when  they  delivered 
them? 

Mr.  Van  Ormer.  Yes,  sir. 

Mr.  Beall.  And  did  you  go  back  to  make  sure? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  At  the  time  did  you  think  there  was  a  copy  of  the 
agreement  left  at  the  printing  office? 

Mr.  Van  Ormer.  No,  sir;  tnere  would  not  be  any  occasion  to. 

Mr.  Beall.  You  do  not  have  any  distinct  recollection  of  going  to 
the  printing  office  at  all? 

Mr.  Van  Ormer.  I  may  have  j^ne. 

Mr.  Beall.  You  have  no  distmct  recollection? 

Mr.  Van  Ormer.  No,  sir.  I  am  not  certain  that  I  went  there  at 
till.    I  will  not  say  I  did  go. 

Mr.  Beall.  You  will  not  say  you  did  ? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  If  your  recollection  is  so  hazy  and  indistinct  about 
that,  how  can  you  say  what  vou  did  or  did  not  do,  or  did  or  did  not 
say,  in  the  event  that  you  did  go? 

Mr.  Van  Ormer.  'Tou  will  give  me  credit  for  claiming  to  do  cer- 
tain things  in  a  certain  way.  If  I  were  to  witness  your  signature  to 
a  letter,  it  would  only  be  after  you  had  signed  that  I  would  sign  it. 
Now,  it  would  be  absolutely  nonsensical  and  unreasonable  for  me 
to  make  the  kind  of  a  remark  that  Mr.  Kauffman  attributed  to  m6 
this  morning  in  his  testimony.    It  would  be  simply  impossible. 

Mr.  Beall.  There  was  a  fear  of  the  law  at  the  time  you  destroyed 
this  docimient? 

Mr.  Van  Ormer.  I  would  have  kept  quiet,  anyhow. 

Mr.  Beall.  Why? 

.Mr.  Van  Ormer.  I  would  not  have  made  that  remark,  anyhow. 
It  is  not  my  custom  to  speak  of  anything  of  that  sort,  even  if  not 
important,  m  a  casual  way. 

Mr.  Beall.  At  the  time  you  burned  the  documents  there  was  a 
fear  of  the  law  ? 

Mr.  Van  Ormer.  No  ;  I  am  not  prepared  to  answer  that  question. 
^  do  not  know. 
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Mr.  Beall.  Did  they  not  tell  you  that  it  was  illegal  ? 

Mr.  Van  Osmer.  I  do  not  loiow. 

Mr.  BEAUi.  Did  you  not  say  this  morning  that  you  destroyed  them 
because  you  were  advised  that  it  was  an  iSegal  a^eementi 

Mr.  Van  Obmer.  I  did  not  say  that  we  were  advised. 

Mr.  Beall.  How  did  you  get  the  information  f 

Mr.  Van  Ormeb.  I  did  not  get  it. 

Mr.  BEAUi.  Did  you  think  it  was  illegal ! 

Mr.  Van  Obmer.  I  am  unable  to  answer  that  question;  I  do  not 
know. 

Mr.  Beall.  Did  they  not  say  that  it  was  illegal  ? 

Mr.  Van  Obmeb.  I  do  not  Imow. 

Mr.  BeaijL.  Did  you  hear  anybody  say  so? 

Mr.  Van  Obmer.  No  ;  I  believe  not. 

Mr.  Beall.  You  do  not  know  whether  you  thought  it  was  illegal  ? 

Mr.  Van  Obiceb.  I  may  have. 

Mr.  Beall.  Why  did  you  bum  them  ? 

Mr.  Van  Obmeb.  Just  because  we  did  not  want  them  lying  around. 

Mr.  Beall.  Why  did  you  not  want  them  lying  around  ? 

Mr.  Van  Obmeb.  We  did  not  want  them ;  I  do  not  just  know  why. 

Mr.  Beall.  You  had  a  wastebasket  there  ? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  Beall.  You  did  not  throw  them  in  the  wastebasket? 

Mr.  Van  Obmeb.  I  should  say  not. 

Mr.  Beall.  Was  there  not  some  reason  for  burning  them? 

Mr.  Van  Obbier.  We  bum  a  great  many  things.  I  tell  our  janitor 
that  he  must  not  take  out  to  the  mill  department  envelopes  on  the 
face  of  which  are  made  notations.  You  know  the  mill  people  will 
take  an  envelope  and  tear  it  open  and  spread  it  out  and  use  the  in- 
side for  memorandums  in  the  mill.  I  will  say  to  him :  "  You  must 
be  careful  when  you  empty  this  basket  of  mine  only  to  give  them 
blank  envelopes. 

Mr.  Beall.  Did  the  janitor  bum  these? 

Mr.  Van  Obmeb.  I  do  not  know. 

Mr.  Beall.  How  do  you  know  they  were  burned  ? 

Mr.  Van  Obmeb.  I  do  not,  if  you  come  right  down  to  it. 

Mr.  Beall.  They  may  not  have  been  burned  at  all  ? 

Mr.  Van  Obmer.  I  am  just  as  sure  as  I  can  be,  but  if  you  ask  me 
definitely,  that  is  something  else. 

1^.  Beall.  You  had  some  information  tliat  they  were  burned? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  Beall.  Who  gave  you  that  information? 

Mr.  Van  Obmeb.  I  do  not  recall. 

Mr.  Beall.  Did  they  tell  you  why  they  burned  them  ? 

Mr.  Van  Obmi«.  No  ;  I  am  not  prepared  to  discuss  that. 

Mr.  Beall.  It  is  a  frequent  occurrence  there  that  you  bum  papers? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  Beall.  Did  anybody  ever  tell  you  about  burning  these  ? 

Mr.  Van  Obmeb.  It  is  a  very  common  practice.  W^  have  the  fires 
handy. 

Mr.  Beall.  Have  you  ever  bumed  any  other  agreement  for  fear 
that  it  might  be  ille^l  ? 

Mr.  Van  Obmer.  I  think  that  is  about  the  only  one  that  I  have  any 
knowledge  of  at  all;  that  one  there  [indicating],  and  personally,  as 
far  as  I  am  concerned,  I  want  it  to  be  the  last  one. 
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Mr.  Beaix.  Tott  wer^  «ager  tih»t  Uhto  abouM  9ot  xieioiiw  in  #kss- 
tence  a  single  copy  of  this  attempted  agraement?  Y^a  will  a<imit 
tbatf 

Mr.  Van  Qucsh.  Ob^  ¥09. 

Mr.  Beall.  Do  jou  know  what  effort  was  made  to  aacertain 
whether  all  of  them  had  bomi  raturoed  qp  oot! 

Mr.  Van  Qrmer.  No;  I  do  not. 

Mr.  BEAiiL.  Do  you  Imow  wheiiifir  thev  w^e  counted,  the  oaea  amt 
baeky  to  see  whether  they  wwe  all  then^f 

Mr.  Van  Ormer.  I  did  not  count  them. 

Mr.  Bball.  Well,  do  you  know  whether  aaybady  elfiip  didt 

Mr.  Vak  Obmeb.  No,  sir ;  I  do  not. 

Mr.  Beall.  I  believe  you  sav  you  do  not  know  how  maBy  aC  tbam 
were  siloed,  or  whether  any  of  them  wei»  sifnedt 

Mr.  YAK  Ormeb.  No,  sir. 

Mr.  Beall.  Do  you  know  whether  these  different  ocmoems  nained 
in  the  a^eement  after  that  time  sold  their  product  at  certain  sti|m- 
lated  prices  f 

Mr.  Van  Orher.  There  probably  was  a  minimum  price,  which 
did  not  by  any  means  fix  the  market  price.  I  will  make  that  state- 
ment, because  the  Lukens  Iron  &  St^  Co.  in  good  times  have  no 
need  to  go  beyond  the  minimum  price.  I  do  not  know  anything; 
about  the  rest. 

Mr.  Beall.  There  was,  as  I  understand,  some  sort  of  an  agreemant 
or  understandinfi;  or  practice  among  these  concerns  that  there  was  a 
minimum  price,  oelow  which  they  were  not  to  go? 

Mr.  Van  Ormsr.  I  am  not  competent  to  answer  that  question. 

Mr.  Bball.  Was  there  a  minimum  price  below  which  the  Lukena 
Iron  A  Steel  Co.  would  not  go  ? 

Mr.  Van  Ormbr.  Yes. 

Mr.  Bball.  Who  fixed  that  minimum  price  ? 

Mr.  Van  Ormer.  I  do  not  know. 

Mr.  Beall.  How  long  did  that  minimum  price  prevail  i 

Mr.  Van  Ormer.  You  might  speak  of  the  minimum  price  effective 
any  day.    You  might  speak  of  it  effective  to-day  or  six  months  ago. 

Mr.  Beall.  If  it  was  just  simply  a  resolution  of  the  Lukeais  Iron 
&  Steel  Co.  that  they  would  not  go  below  a  certain  price,  it  would 
still  be  optional  with  them  whether  they  should  go  below  that  price, 
they  womd  have  the  power  and  would  not  have  to  account  to  any- 
body for  doing  it,  but  in  1900  and  1901,  if  you  went  below  the  mini- 
mum price  was  there  not  some  power  that  had  authority  over  you  to 
call  you  to  account  for  it? 

Mr.  Van  Ormer.  I  would  not  put  it  in  that  shape. 

Mr.  Beall.  Put  it  in  the  right  shape.  I  am  n<^  sure  that  I  got  it 
in  the  right  shape. 

Mr.  Van  Ormsr.  I  should  say  not.  Thsrt  matter  of  a  base  price 
was — ^I  am  talking  now  about  the  period  prior  to  1905. 

Mr.  BfiAiii.  Well,  I  am  not;  I  am  talking  about  1900. 

Mr.  Likdabury.  1900  and  1901  ? 

Mr.  Beall.  1900,  1901,  and  1902. 

Mr.  Vak  Ormer.  Very  shortly  after  that,  if  I  recollect  oarreody, 
we  were  getting  considerablv  more  than  any  minimum  price  that 
miffht  have  been  perfected. 

Mr.  Beall.  You  did  not  within  the  period  of  time  indicated  here 
go  below  the  minimum  price  ? 


mnXBD  8TATB8  CmSSL  COBPORATIOir.  SUS 

Mr.  Yah  Qrmbr.  No,  sir. 

Mr.  BKAUi.  Did  yon  not  nnderstand  that  if  yon  did  go  bialow 
that  minimnm  price  at  that  time  you  would  be  called  to  account  in 
some  way? 

Mr.  Yak  OtMtast.  That  matter  would  not  come  to  me. 

Mr.  Beaiju  You  do  not  know? 

Mr.  Yan  Obmeb.  No,  sir. 

Mr.  Bball.  You  started  to  speak  about  the  conditions  whichpre- 
vailed  prior  to  1905.  Let  us  come  to  1905,  1906,  and  1907:  What 
were  the  conditions  then  with  regard  to  it  ? 

Mr.  Yak  Obmbr.  There  was  no  minimum  price  that  we  respected, 
as  I  recollect  it.  There  was  no  understanding.  You  are  evidently 
trying  to  establish  the  fact  that  there  was  an  understood  price. 

j&lr.  Bbaix.  There  was  in  1901. 

Mr.  Yah  Ormbb.  There  may  hare  been  then. 

Mr.  Beall.  There  was. 

Mr.  Yak  Obmeb.  But  after  the  termination  of  this  arran^ment, 
whateii«r  it  may  be  called,  by  a  majority  consent  of  the  parties  that 
may  have  been  members  of  it,  you  know,  then  the  minimum-price 
business  began  to  drop  out. 

Mr.  Beall.  When  did  that  arrangement  or  agreement,  whatever 
you  choose  to  call  it,  terminate,  according  to  your  understanding? 

Mr.  Yak  Obmbb.  If  you  call  it  an  agreement  or  arrangement| 
some  time  late  in  1905  or  early  in  1906,  as  I  remariced  this  morning 
in  my  testimony. 

Mr.  BfiAiiL.  It  continued  probably  until  the  early  part  of  1906? 

Mr.  Yak  Obmeb.  If  I  am  correct  in  my  recollection  of  the  date. 

Mr.  Youkg.  The  witness  testified  this  morning  that  he  was  away 
for  a  while. 

Mr.  Yak  Obmeb.  I  was  away  in  1905.  I  did  not  get  back  to  work 
until  September,  1906. 

Mr.  Beall.  Do  you  understand  that  up  to  as  late  as  1905  these 
concerns  named  in  this  agreement  maintained  among  themselves  the 
kind  of  arrangement  that  we  have  been  talking  about  ? 

Mr.  Yak  Obmeb.  I  am  not  certain  about  the  list,  but  whoever 
they  were,  there  was  concerted  action  during  that  time ;  yes. 

Mr.  Beall.  Can  you  give  from  memory  any  of  the  parties? 

Mr.  Yak  Obmeb.  No:  I  will  not  try  that. 

Mr.  Beall.  Any  of  tne  parties  who  participated  in  that  concerted 
action? 

Mr.  Yak  Obmeb.  No;  I  will  not  try  that. 

Mr.  Gabdkeb.  Do  you  remember  whether  the  Carnegie  Co.  was 

one? 
Mr.  Yak  Obmeb.  Since  I  can  not  recollect,  I  had  not  better  try  to 

remember  at  all. 

Mr.  Gabdkeb.  That  is  not  an  answer  to  the  question.  Do  you 
remember  whether  the  Carnegie  Co.  was  one? 

Mr.  Yak  Obmeb.  They  were. 

Mr.  Beall.  How  late  can  you  recall  the  fact  of  the  Carnegie  Co. 
being  erne  of  them  ? 

Mr.  Yak  Obmeb.  I  would  say  until  that  i)eriod  in  1905  or  1906 
that  I  spoke  of  a  moment  ago. 

Mr.  Beall.  Along  about  1900,  1901.  1902,  and  so  forth,  do  you 
know  whether  your  company  was  called  upon  to  contribute  anytmng 
to  an  expense  rund  ? 
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Mr.  Van  Ormbb.  That  would  not  come  under  me  at  alL 

Mr.  Bhau:..  I  did  not  ask  you  that,  do  you  know  anythfaig  about 
that  I 

Mr.  Van  Obmeb.  No,  sir. 

Mr.  Beall.  Whether  it  comes  under  your  department  or  not,  have 
you  any  knowledge? 

Mr.  VAN  Ormer.  No  definite  knowledge. 

Mr.  Bball..  Did  you  ever  hear  that  they  were  contributing? 

Mr.  Van  Ormer.  I  do  not  think  that  I  have  to  answer  that  ques- 
tion.   I  do  not  know  what  I  might  have  heard. 

Mr.  Beaix.  But  I  am  askins  you  about  a  particular  thing. 

Air.  Van  Ormer.  My  recollection  does  not  go  back  that  far  suffi- 
ciently clear  to  answer  the  question. 

Mr.  Beall.  You  do  not  recall  whether  you  heard  anything  about 
your  companv  making  contributions  to  an  expense  fund  or  not? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beaul.  Do  you  know  when,  if  at  all,  your  company  received 
back  anv  of  the  deposits  that  it  made,  if  it  made  any  ? 

Mr.  Van  Ormer.  That  can  go  along  with  your  laist  question ;  that 
would  not  be  in  my  bailiwick  at  all. 

Mr.  Beall.  You  do  not  recollect  anything  about  it? 

Mr.  Van  Ormer.  No,  sir. 

Mr.  Beall.  You  do  not  recall  the  circumstance  of  any  amount  hav- 
ing been  paid  back? 

Mr.  Van  Ormer.  No,  sir. 

Bir.  Beall.  Would  Mr;  Huston  have  knowledge  of  those  circum- 
stances? 

Mr.  Van  Ormer.  I  would  suppose  so. 

Mr.  Beall.  He  would  be  more  likely  than  anyone  else  connected 
with  your  company  to  know  about  that? 

Mr.  Van  Ormer.  Just  ask  him  to-morrow.    I  should  say  so;  ves. 

Mr.  LnTLETON.  There  were  35  or  86  copies  of  this  agreement? 

Mr.  Van  Ormer/  No ;  I  do  not  know  how  many  copies  were  printed. 

Mr.  LnTLETON.  Is  there  anything  in  the  coincidence  of  thirty-five 
hundredths  per  c^it  and  35  copies  of  the  agreement? 

Mr.  Van  Orbcer.  That  is  wholly  a  coincidence.  That  has  no  sig- 
nificance at  all. 

Mr.  LriTLETON.  Naturally,  to  the  unacquainted  man,  from  35  copies 
and  thirty-five  hundredths  per  cent,  it  would  seem  that  maybe  some 
had  not  signed  and  were  waiting? 

Mr.  Van  ORHfER.  No ;  there  is  no  significance  at  all. 

Mr.  Danforth.  Did  you  see  any  of  the  copies  with  the  signatures 
on  them  of  any  of  the  parties? 

Mr.  Van  Ormer.  No. 

Mr.  Littleton.  Who  said  they  should  be  destroyed? 

Mr.  Van  Ormer.  I  think  I  answered  that  question  this  morning. 

Mr.  Littleton.  Just  one  time.    Who  said  it  to  you? 

Mr.  Van  Ormer.  I  do  not  Imow. 

Mr.  Littlbton.  Anvbody? 

Mr.  Van  Orbier.  Tfiat,  of  course,  would  be  a  matter  for  executive 
attention,  and,  of  course 

Mr.  Littleton  (interposing).  How  did  you,  then,  get  your  inr 
formation  ? 

Mr.  Van  Ormer.  From  Mr.  Huston,  the  president 
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Mr.  LiTTLBTON.  Was  anything  said  about  why  they  should  be  de* 
stroved? 

Mr.  Van  Obmeb.  There  may  have  been. 

Mr.  LmLBTON.  Do  you  recall  anything? 
^  Mr.  Van  Obmer.  No,  sir.    It  is  10  years  ago,  and  that  is  a  long 
time. 

Mr.  LiTnjsTON.  This  was  a  very  important  thing? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  Ltttleton.  Have  you  any  recollection  at  the  present  time  why 
they  were  destroyed  ? 

Mr.  Yak  Obmeb.  I  suppose  they  did  not  want  them  lying  around ; 
a  ffood  thing  to  get  out  of  the  way. 

Mr.  LrmjsTON.  A  troublesome  thing? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  LrniiETON.  Was  there  anything  said  about  how  they  should 
be  destroyed? 

Mr.  Van  Obmeb.  No,  sir;  but  I  said  here  that  I  think  they  were 
burned.    I  am  not  sure. 

Mr.  LnTLBTON.  At  tiie  risk  of  duplication  I  am  gomg  to  ask  you 
a  few  Questions ;  I  could  not  be  here  this  morning.  T^re  you  told 
about  tne  burning  of  them  ? 

Mr.  Van  Obmeb.  They  came  back,  as  I  remember  it,  f^om  the 
printer's  office,  and  they  were  put  in  a  bundle;  and  just  how  long 
thev  were  in  tnat  bundle  I  do  not  know,  but  they  were  burned,  as  I 
understand. 

Mr.  LriTLETON.  As  a  bundle? 

Mr.  Van  Obmeb.  Yes,  sir. 

Mr.  LriTLETON.  Do  you  know  who  burned  them  ? 

Mr.  Van  Obmeb.  I  suppose  Mr.  Huston  himself. 

Mr.  LriTLETON.  They  were  burned  in  a  furnace  or  fire  ? 

Mr.  Van  Obmeb.  xes^  sir.  We  have  pleiitv  of  furnaces  hand^ 
there — ^we  had  at  that  tune;  we  moved  the  office.  At  that  time  it 
was  only  two  minutes'  walk  from  the  office  down  to  a  very  hot  fur- 
nace. 

Mr.  LriTLETON.  You  got  a  hot  furnace,  and  Mr.  Huston  himself 
inserted  the  bundle  in  the  fire  ? 

Mr.  Van  Obmeb.  That  is  hardly  relevant.  I  do  not  know ;  I  would 
think  so. 

Mr.  LrrrLBTON.  Was  any  reason  given  why  he  did  that? 

Mr.  Van  Obmeb.  Ten  years  ago  is  a  long  time. 

Mr.  LriTLETON.  Yes ;  but  it  is  as  long  a  time  in  my  life  as  vours. 
Was  any  reason  given  at  that  time  for  the  burning  of  the  bundle? 

Mr.  Van  Obmeb.  There  may  have  been. 

Mr.  LriTLBTON.  Have  you  any  recollection  of  any  reason? 

Mr.  Van  Obmeb.  Not  sufficientlv  to  state. 

Mr.  LiNDABUBT.  I  suppose  you  do  not  know  that  Mr.  Huston  is  tx> 
be  here  to-morrow,  the  principal  in  this  transaction,  and  we  have 
had  three  hours  of  this  witness^  guessing. 

Mr.  Lrm^TON.  I  would  like  to  ask  one  other  question.  Was  any- 
thing said  about  the  illegality  of  this  instrument? 

Mr.  Van  Obmeb.  No;  I  am  not  prepared  at  this  late  day  to  say; 
there  may  have  been. 

Mr.  LmLETON.  How  did  you  keep  the  faith  of  the  thing  after  ifc 
was  burned — ^how  did  you  know  what  the  provisions  of  it  were  ? 


#M  CTKITBD  STATES  STOBBL  OOSPOB/LTIOK. 

Mr.  Van  Orxkr.  I  am  not  prepared  to  answer  that  question.  1 
had  nothing  whatever  to  do  with  it. 

Mr.  LrrrLETON.  Do  you  mean  to  say  ihat  there  was  no  record  of 
the  substance  of  it  kept  anywhere? 

Mr.  Yait  Ormxk.  lliat  [indicating]  f 

Mr.  LmxETON.  Yes,  sir. 

Mr.  Van  Ormsr.  Absolutely  not,  so  fltr  as  I  know. 

Mr.  Sterling.  Was  it  not  suggested  that  this  contract  riiould  be 
typewritten  instead  of  printed? 

Mr.  Van  Ormer.  Not  to  me. 

Mr.  Steruno.  To  anybody  that  you  know  off 

Mr.  Van  Ormer.  No. 

Mr.  Sterling.  Was  it  not  typewritten  ?  ^ 

Mr.  Van  Ormer.  This  agreement  here  [indicating]  f 

Mr.  Sterling.  Yes,  sir. 

Mr.  Van  Ormer.  Not  that  I  know  of. 

Mr.  Gardner.  Was  agreement  B  typewritten? 

Mr.  Van  Ormer.  I  am  not  familiar  with  that. 

Mr.  LrmjsTON.  You  do  not  know  what  they  mean  on  page  6 
when  they  refer  to  amement  B? 

Mr.  Van  Ormer.  No,  sir.  I  am  not  fully  enough  conversant  wifli 
this  whole  thing  to  give  you  what  you  so  ardenfly  desire,  which  I 
reeret. 

Mr.  Yotmo.  You  regret  that  you  can  not  give  it  or  that  we  de- 
sire it? 

Mr.  Van  Ormer.  I  do  not  care  which  construction  you  put  on  it^ 

Mr.  Litleton.  You  regret  that  it  is  a  matter  of  common  record? 

Mr.  Van  Ormer.  Yes,  sir ;  I  think  so.  During  the  time  that  this 
discussion  is  going  on  here,  we  are  suffering  for  want  of  work  at 
home. 

The  Chairman.  Work  who? 

Mr.  Van  Ormer.  Tonnase  to  keep  the  mills  going. 

The  Chairman.  The  public? 

Mr.  Van  Ormer.  To  keep  the  mills  ^oing. 

Mr.  LrrrLETON.  The  furnaces  are  still  going? 

Mr.  Van  Ormer.  We  speak  of  '^woik^'  as  tonnage  to  keep  the 
mills  going.  5-  F 

The  Chairman.  Do  you  run  a  blast  furnace? 

Mr.  Van  Ormer.  No,  sir. 

The  Chairman.  Do  you  run  a  rolling  mill  ? 

Mr.  Van  Ormer.  Yes,  sir ;  a  rolling  mill. 

The  Chairman.  Does  your  absence  stop  that  concern  t 

Mr.  Van  Ormer.  The  a^tation. 

The  Chairman.  You  object  to  this? 

Mr.  Lindabury.  The  witness  speaks  of  the  investigation  here  as 
interfering  with  business. 

Mr.  Van  Ormer.  I  am  not  busy,  and  have  not  been  for  a  long 
time. 

Mr.  Sterling.  Is  that  due  to  the  fact  that  this  investigatiim  is 
going  on  ? 

Mr.  Van  Ormer.  Please  pardon  me  for  expressing  an  opinion. 

Mr.  Sterling.  You  suggested  a  few  moments  ago  that  while  this 
discussion  was  going  on  the  mills  are  idle.  Do  yon  mean  to  infer 
that  this  investigation  is  responsible  for  that  t 
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Mr.  Van  Obiser.  No;  I  would  not  say  that,  but  whQe  it  is  j^ing 
en^t  this  time,  we  ate  not  rery  busy. 

The  Gbaikkak.  Yon  ere  quite  buey;  you  are  not  complainmjg; 
about  not  being  busy,  are  you  i 

Mr.  Van  Ormsr.  This  afternoon  I  have  be^n  busy.    tjA^^'^^O 

Mr.  Gasdmsr.  I  want  to  state  a  i<faum6  of  yx/ur  ervtclenlee,  a3  1 
tndenttood  it  this  mct^ihg,  partly  for  the  benefit  of  Mr.  Littleton. 
who  wie  mot  faeM^  and  partly  becatise  I  want  to  b6  dor reeted  if  I 
got  a  wrong  impression. 

I  take  il  tibat  you  b^^  by  bi^HeVing  that  tibA  tkgreeiht^nt  which 
has  been  furnished  to  us  is  one  of  the  original  printed  copies  that 
they  «eAt  otft  to  be  sign^df 

•Mr.  Vaw  Oamm.  les, 'Spr ;  so  far  as  I  can  determine. 

Mr.  OAHbivttK.  And  y^u  have  testified  that  all  of  these  copies  caine 
back,  wfac^lfltor  eSgned  or  not  ybu  do  not  know,  but  yoa  think  un- 
aiMedt 

Mr.  Van  Ormkr.  Yes ;  that  is  rifi;tit. 

Mr.  Gardner.  And  that  when  they  did  cofhie  back  and  they  were 
all  burned,  after  an  expression  by  some  party  or  parties  who  have 
not  4iV€9oped,  tiiat  the  agreement  was  ifleml,  then  you  hare  pro- 
oieded  t6  testify  that  after  they  w^esr^  bumea  certain  practh^  were 
installed  in  vour  eomoany,  in  conformity  with  the  agreement? 

Mr.  Van  Oracbr.  iKo. 

Mr.  Gardner.  If  it  had  been  entered  into! 

Mr.  Vait  Ormeh.  No;  do  not  put  it  quite  that  broadly ,  please. 

Mr.  Gardner.  Well^  i^en,  I  will  enumerate  them.  You  testified 
that  this  circumstance  took  place  after  the  a^eemeht  was  turned, 
to  wit:  iTiat  you  began  making  reports  to  one  Mr.  Temple,  who  was 
supposed  to  l)e  a  commissioner  such  as  is  provided  for  in  this  agree- 
ment; that  thctt  did  not  begin  before  the  agreement  ^^as  rejected; 
that  after  the  agreement  was  dejected,  Vonr  company  ptocwifed  t6 
^iry  out  o^rtain  other  things,  to  wit,  tne  apportionment  of  7^  per 
cent  of  the  shipmei^ts  to  your  company;  that  to  the  btet  of  your 
loio^ledge  and.belr^f  your  cotnpany  caMed  out  an  a^reenleUt  Which 
required  a  deposit  on  the  part  of  your  company,  which  is  provided 
fbr  in  this  ajW«citt€*t— — 

Mir.  Van  Orhier.  No:  I  wns  tiot  competent  to  teMife  as  to  that. 

Mr.  OaanNM.  I  think  you  said  that  you  had  heara  something  to 
tta«t  effecti 

Mr.  Va»  OtOKm.  Y^s. 

Mr.  Gardner.  That  it  had  been  deposited  ? 

Mr.  VAit  OiiMBR.  Yes. 

Mr.  Gardner.  Now,  in  answer  to  my  questions  you  testified  that 
certainly  in  some  respects  your  practices  alter  this  agreement  Was  de- 
ilMyed  w6te  the  same  ae  niey  would  have  been  if  tiie  agreement  had 
be  acttially  idgned,  ilnd  I  asked  you  if  you  could  point  out  some  cases 
in  which  your  practice  had  differed,  and  you  did  not  point  them  out. 
I  am  correct  a^  fai"  as  that  fioedt 

Mr.  Van  Orios*  Yes.  1  have  had  ne  chance  to  go  over  this  cnre- 
fuUy. 

Mr.  GARbmtt.  PoUowing  that  I  adc^  you  whether  at  this  time, 
which  was  at  the  time  after  the  great  fight  hi  the  ^setlL  industiy,  it 
i0U  jMET  tmde^itanding  thut  eiibmantiarl^  ki|[re«mentB  like  this  were 

iT04a— NclO— 12— 6 
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proposed  throughout  the  steel  trade,  to  which  you  answered  that  it 
was  generally  understood,  or  that  you  had  gen^urally  understood  that 
agr^ments  like  this,  in  one  way  or  another,  were  entered  into  in  the 
steel  trade? 

Mr.  Van  Ormeb.  Yes. 

Mr.  Gardner.  The  object  beinff 

Mr.  Van  Oriier.  But  I  would  not  want  to  make  it  a  matter  of 
record  quite  that  pertinently,  for  I  do  not  know  anything  about  the 
other  branches  of  the  steel  trade. 

Mr.  Gardner.  You  stated  it  was  your  opinion  of  the  situation. 

Mr.  Van  Ormer.  Yes ;  that  will  do. 

Mr.  Gardner.  Of  course,  you  must  remember  that  we  are  as  un- 
familiar— at  least,  I  am  as  unfamiliar — with  the  steel  trade  as  you 
probably  are  with  the  procedure  of  the  House  of  Eepresentativee — 
the  one  being  your  business  and  the  other  being  our  business,  and  we 
bein^  oblig^  to  restate  questions  in  order  to  come  to  a  meeting  of 
minds. 

Mr.  Van  Ormer.  Yes. 
.  Mr.  Gardner.  Now,  it  developed  from  certain  questions  that  some 
members  of  this  committee  might  think  that  although  you  mi^t  be 
correct  in  supposing  that  that  agreement  was  never  executed,  never- 
theless, that  it  was  studied  by  the  constituent  companies  and  in  prac* 
tice  by  a  sort  of  jgeneral  agreement,  carried  out  just  as  if  it  had  been 
in  fact  executed  m  written  form.   Am  I  correct  in  that  ? 

Mr.  Van  Ormer.  Well,  now,  I  declare  you  state  the  thing  better 
than  I  could  state  it  myself.  [Laughter.]  I  do  not  know  that  I  am 
not  prepared  to  say  you  are  ri^ht. 

Mr.  Gardner.  Do  you  take  issue  with  my  presentation  of  the  r£« 
sum^  of  your  evidence? 

Mr.  Van  Ormer.  No.  I  will  not  question  that  either.  [Laughter.] 
There  is  the  record,  and  when  it  comes  you  can  acKe. 
.  Mr.  Young.  I  would  suggest  that  there  is  (me  important  item  that 
you  loft  out  there,  Mr.  Gardner.  That  is  the  fact  that  Mr.  Temple 
made  monthly  reports  to  their  company,  just  as  was  provided  for  in 
the  agreement. 

Mr.  Gardner.  Just  as  was  provided  for  in  this  agreement.  I  think 
there  may  have  been  other  points  in  which  your  practice  conf (Mrmed 
to  the  agreement  which,  I  think  mjrself ,  very  likely  was  never  signed, 
and  I  believe  vour  evidence  that  it  was  burned ;  but  that  it  mi^t 
have  been  fixea  in  the  minds  of  the  parties  to  that  agreement  I  thmk 
is  exceedingly  probable. 

A  little  while  ago  you  said  that  you  never  knew  of  the  burning  or 
destruction 


Mr.  Van  Ormer.  No  ;  I  will  tell  you 

Mr.  Gardner  (continuing).  Of  more  than  one  agreement,  aiid 
that  you  hoped,  incidentally,  that  you  would  not  be  connected  with 
anv  other? 

Mr.  Van  Ormer.  You  mean  one  copy  or  one  bunch? 

Mr.  Littleton.  One  series. 

Mr.  Van  Ormer.  One  bunch. 

Mr.  Gardner.  One — ^whatever  the  word  was — agreement 

Mr.  Van  Orbcer.  That  is  right 

Mr.  Gardner.  Now,  let  me  understand  you*  Do  you  mean  that 
you  do  not  know  of  the  burning  of  more  than  one  or  that  you  never 
knew  of  the  existence  or  tentative  existence  of  more  than  one  ? 
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Mr.  Van  Orheb.  I  do  not  know  of  anything  else— more  than  the 
copy  we  have  discussed  to-day. 

Mr.  Gabdner.  Just  that  one  agi^emont  i 

Mr.  Van  Oemer.  Yes. 

Mr.  Gardner.  This  morning  you  testified  that  you  proceeded  un- 
der an  s^reement  of  some  sort  until  1906. 

Mr.  Yais  Ormer.  No  ;  I  did  not  put  it  that  wav.  I  had  my  in- 
structions, of  course,  to  go  ahead.  Just  what  may  have  been  back  of 
those  I  do  not  know.    If  you  want  to  call  it  an  agreement — •— 

Hr.  Gardner.  I  think  you  put  it  a  little  more  strongly. 

Mr.  Van  Ormer.  Did  I? 

Mr.  Gardner.  And  that  the  record  will  so  show,  but  at  the  same 
time  you  went  ahead  on  what  you  believed  to  be  an  agreemrat  ? 

Mr.  Van  Ormer.  Yes, 

Mr.  Gardner.  And  that  that  a^eement  terminated  in  1906  or 
thereabouts.  I  asked  you  at  the  time  whether  you  gave  notice  to 
on^  central  power  of  your  desire  to  terminate  that  agre^nent,  to 
wmch  vou  said  na 

Mr.  Van  Orker*  Yes.  ; 

Mr.  Gardner*  I  asked  you  whether  any  central  power  gave  notice 
to  you  of  their  desire  to  terminate  the  agreement^  to  which  you  said 
no ;  that  you  simply  told  your  salesoien  to  sell  at  a  new  price.  I  pre- 
sume, also,  you  tnen  went  ahead  and  produced  as  great  a  proportion 
of  the  shipment  of  plates  as  you  possioly  could,  did  you  not  ? 

Mr.  Van  Orher.  No.  I  am  glad  to  have  a  chance  to  amplify 
somewhat  m^  statement  there^  I  meant  to  say  tliat  by  common  con- 
sent everything  was  off.  Just  how  the  common  consent  was  an- 
nounced I  do  not  know,  but  it  was  understood.  We  were  not  the 
only  ones  going  into  the  market  and  shipping  stuff;  but  everybody 
else  did  the  same. 

Mr.  Gaj^nsr.  It' was  not,  then,  a  case  of  the  withdrawal  of  the 
Lukens  Steel  &  Iron  Co. 

Mr.  Van  Oiker.  Only. 

Mr.  Gardner.  But  it  was  a  case  of  the  annihilation  of  the  agreed 
nientofl900f 

Mr.  Van  Orher.  Oh,  yes^  sir. 

The  Chairman.  When  did  that  common  consent  occur? 

Mr.  Gardner.  Just  after  he  ^ot  back,  early  in  1906  or  late  in  1905. 

Now,  then,  I  find  this  provision :  That  in  case  of  such  an  annihila- 
tion of  the  agreement  as  you  describe,  certain  thinffs  are  to  happen, 
to  wit,  the  fifteentli  article  of  this  agreement,  which  says : 

Whenever  this  agreement  shall  hove  been  terminated,  the  balance  of  the 
deposit,  with  accnmulated  interest,  remaining  in  the  han<l»  of  the  treasurer, 
to  the  credit  of  each  |)arty,  after  provision  shall  have  been  made  for  the  pay- 
ment of  all  expenses,  shall  be  returned  to  It,  etc. 

Was  any  proportion  of  that  amount  to  your  credit  returned  to 
yout 

Mr.  Van  OaMm  I  had  nothing  at  all  to  do  with  any  money  feature 
of  this  whole  business. 

Mr.  Oabdnrr.  And  you  never  knew  of  any,  did  you? 

Mr.  Van  Ormsr.  No;  I  am  not  competent  to  answer  that. 

Mr.  Gardner.  Do  you. know  whether,  as  a  matter  of  fact,  your 
company  in  1906  had  a  credit  in  this  balance  or  a  debit  2 

Mr.  Van  Orkrr.  No,  sir ;  I  do  not  know. 
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Mr.  GAffimBR.  That,  I  presiitne,  is  a  mattet  on  whicli  Mr.  Huston 
can  enlighten  us  ? 

Mr.  \Aif  Ormer.  I  do  not  toio^. 

Mr.  Gardner.  Because  it  seems  to  me  perfectly  bbVT6tis  tmder  this 
agtdexMM  Hhbt  theiie  is  H  ^lso^$ioti  ^hd^D^  "vmat  shaB  happen  if 
the  agreement  is  annihilated,  ais  I  e^pfr^dfeed  it,  l^}<3i  "tsitj^  to  be  a 
ttkttek*  whi<;h  soitiebody  icfan  inf  bnki  ts  iof-^^whielhef ,  hideed,  the  hocka 
4of  ymt  >6mnpany  sImw  that  jion  %ei^  a^^sfe^sW  to  pay  what  yoti  towed, 
or  whether  y<ra  ttjorf^d  a  retu^:^  6f  that  whldi  was  «wed  to  y6u. 

Mr.  LiNDAfit/ftt.  A^5i?a!mi}ig  th^t  the  rtial  alltailgement  was  accord- 
ing to  that  paper  that  was  burned. 

Mr.  Van  0!tiln^.  That  is  the  inf fetfe^ce  fliat  I  kare. 

Mr.OABSmtt.  I  l)eg  pardcfn. 

Mr.  LiNDABURT.  I  say,  assuming  that  the  f^l  axMtxgeihWt  tmder 
which  th^  ad;^  wa«  accof dittg  %o  tbaft  wHttten  agi-eemeift 

Mr.  Ts^AtoinkR.  I  am  'not  asdoihtng  that  at  aR ;  btirt  i  am  asMtnlng 
^at  if  l^e  facts  repeal  that  there  was  a  return  ^f  this  amoant  to 
the  company  it  will  be  additional  evidence  thf^t  th^y  W^re  mt^ceed- 
ing  under  tne  form  of  that  agreement,  although  I  am  ^rfecuy  will- 
Wg  to  udfiiit  that  that  agreement  may  never  have  been  executed  m 
any  form  which,  for  instance,  would  leave  a  copy  in  the  books  of 
your  ^jonccm.  I  tan  cmite  understand  that,  but  I  am  trying  to  recon* 
rite  in  ttiy  own  mind  Mr.  Tritoble^  ^tatemettt  that  there  w  no  copy 
of  that  figreement  with  you,  it  having  been  inaugurated  a  year  or 
two  before  you  came  into  existence.  I  am  trying  to  reconcile  that 
statement  with  the  fact  that  here  is  an  obvious  tentative  agreem^ROt. 
i  do  not  think  anybodj  who  has  listened  to  the  'evideit^ce  to-day  can 
A^bt  that.  I  am  trying  to  figure  out  how  it  is  that  this  situation 
ati6se. 

Mr.  Van  Ormer,  there  are  one  or  two  other  questiotts  'Which  I  will 
ask  for  information  for  general  purposes,  and  riot  witti  Ifce  idea  of 
convicting  anybody  of  a  criminal  agreement.  Were  these  11  com- 
panies substantially  the  principal  makers  of  plates  in  19^^ 

Mx.  Vau  Ormer.  Well,  I  am  not  quite  sute  that  I  can  answer  that 
question  directly. 

Mr.  Gardner.  Did  they  control,  in  your  Opinion,  ov^r  80  per  <^ent 
of  the  output  of  plates  in  the  country? 

Mr.  VAUf  OftMER.  Oh,  yes. 

Mr.  QAttnNER.  Over  75  per  cent,  in  your  pinion? 

Mr.  Yk^  Ormer.  I  will  have  to  -fftop  guessing  at  that. 

Mr.  Gardnkr.  That  is,  you  guess  over  50  per  cent,  or  you  believe 
that?    Yotn-  inflection  led  ofie  to  understand  uiat 

Mr.  Yak  Ormosr.  I  meant  that  no  doubt  the  people  mentioned 
there  were  making  over  50  per  cent  of  the  plates,  here  or  anywhere. 

Mr.  Gardner.  At  that  time? 

Mr.  Van  Ormrr.  Yes. 

Mr.  Gardner.  They  were  making  over  50  per  cent,  but  you  de  tiot 
klidw  whether  they  were  making  over  76  per  cent  o**  not  f 

Mr.  Van  Ormer.  No. 

Mr.  Gardner.  In  other  words,  the  11  t'eptesented  fhfe  Sted-l^late- 
makinghidustry  of  this  country,  did  it? 

Mr.  Van  ORJrtR.  Oh,  there  Were  Some  others. 

Mr.  Gardner.  Oh,  there  always  are ;  but  that  WW 

Mr.  Van  Ormer.  And  I  would  say  ther^  were  tMtte  dliierg  Miat 
made  some  tonnage,  too. 
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Mr.  Gabdnsb,  So  that  if  this  agreement  had  been  consummated  it 
would  have  been  an  agreement  dviwuig  together  in  obo  body  the 
dominating  factor — ^that  is,  the  majority  factor — of  the  steel-plate^ 
making  industry  of  the  country? 

Mr.  V  AN  Obmek.  Yes ;  if  you  say  over  60  per  cent. 

Mr.  Oabdkeb.  When  I  use  the  expression  '^  doQninatin£[ ''  I  might 
say  '^controlling,'^  or  something  else  that  indicates  a  majority? 

Mr.  Van  Ormeb.  Yes. 

Mr.  Gardneb.  Now,  another  (]^uestion.  You  testified  this  morning 
that  you  were  rather  ol  the  opinion  that  this  same  sort  of  agreement, 
along  about  1900  or  1899,  whenever  it  was  they  patched  up  the  rate 
war  that  was  going  on  in  steel,  was  in  vogue  not  only  among  the  plate 
makers,  but  among  various  other  branches  of  the  industry  ? 

Mr.  Van  Oricer.  I  was  led  into  a  remark  there  when  I  did  not  have 
sufficient  knowledge  to  state  the  case  at  all  intelligently.  I  do  not 
laiow  anything  about  the  makers  of  rails  or  bars  or  bands  or  anything 
else, 

Mr.  Gardner.  You  stated  it  as  your  impression,  though. 

Mr.  Van  Ormer.  I  think  that  some  one  who  asked  that  question  led 
me  to  say  it  was  my  impression.    I  do  not  Imow. 

Mr.  Linoabury.  An  impression  based  upon  no  information* 

Mr.  Van  Ormer.  That  is  it. 

Mr.  Gardner.  If  we  confine  ourselves  to  direct  information  we  will 
not  get  anywhere. 

Mr.  Van  Ormer.  I  have  no  more  knowledge  of  that  business  than 
you  have, 

Mr.  Gardner.  Then  you  must  be  a  very  ignorant  majQ. 

Mr.  Van  Ormer^  I  am,  because  we  do  not  make  rails  and  do  not 
handle  them.  All  we  use  them  for  is  for  tracks  in  our  yard,  for  our 
little  locomotives  there.  Newspapers,  of  course^  print  things  some- 
times; but  I  have  no  knowledge  ox  the  rail  business  at  aU. 

Mr.  Gardner.  Have  you  any  hearsay  knowledge  that  a  practice 
existed  in  any  other  branches  of  the  steel  trade,  of  preparing  a  ten.- 
tative  agreement  and  then  not  signing  it  and  destroying  the  tentative 
agreement  ? 

Mr.  Van  Ormer.  No. 

Mr.  Gardner.  You  have  no  knowledge,  except  in  this  particular 
branch,  of  the  steel  trade? 

Mr.  Van  Ormer.  No. 

Mr.  Gardner.  That  is  all  the  questions. 

Mr.  StiSRLiNG.  I  would  like  to  ask  one  question.  Did  the  prices 
of  steel  plate  remain  the  same  from  1901  to  1906? 

Mr.  Van  Ormer.  No.  You  are  covering  there  the  period  of  per- 
haps the  highest  prices  we  have  had  for  a  great  many  years. 

Mr.  Sterling.  It  is  during  the  entire  period  that  you  seem  to  have 
been  operating  imder  some  kind  of  an  agreement.  Did  the  prices 
vary? 

Mr.  Van  Ormer.  Well,  if  I  recall  correctly,  we  were  getting  during 
that  time,  I  think,  the  highest  priees  we  have  ever  gotten  for  steel 
plates. 

Mtw.  SraHLiNO.  That  may  be  true;  but  did  thw  vary?  Were  they 
up  at  one  time  of  the  year  and  down  at  another  f 

Mr.  Van  Ormer.  No  ;  not  particularly.  I  think  in  that  period  they 
kept  going  up,  and  I  can  not  tell  you  now  just  when  the  drop  oc- 
curred, but  they  kept  going  up  and  going  up. 
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Mr.  Sterling.  It  did  not  occur  until  after  1906,  did  it ! 

Mr.  Van  Ormer.  I  am  under  the  impression  that  up  to  that  time 
the  high  prices 

Mr.  Sterling.  The  tendency  was  up? 

Mr.  Van  Ormer.  If  you  have  access  to  the  Iron  Age  you  will  find 
it  in  there  about  January  1 — a  colored  card  showing 

Mr.  Sterling  (interrupting).  Who  suggested  the  increased  price 
from  time  to  time  ?    Did  it  come  from  some  central  authority  f 

Mr.  Van  Orker.  Oh,  no. 

Mr.  Sterling.  How  did  you  know  when  to  raise  the  prices  for 
your  company? 

Mr.  Van  Ormer.  When  we  could  get  them. 

Mr.  Sterling.  How  is  that  1 

Mr.  Van  Or&ier.  When  folks  were  willing  to  pay  higher  prices 
for  the  stuff.  There  were  times  when  the  users  oi  plates  would  pay 
the  price  that  the  mills  asked. 

Mr.  Gardner.  The  witness  has  testified  that  he  knows  nothing 
about  affreement  B,  which  was  the  price-controlling  factor,  appar- 
ently, or  the  contract. 

Mr.  Van  Ormer.  You  see,  it  is  like  this.  If  all  the  mills  are  busy 
and  have  all  the  work  they  can  do,  the  probabilities  are  that  pric^ 
will  be  higher.    That  is  natural. 

Mr.  Gardner.  In  default  of  an  agreement  to  the  contrary? 

Mr.  Van  Ormer.  Oh,  you  could  never  expect  anybody  to  say  that 
he  would  not  take  all  he  could  get. 

Mr.  Gardner.  During  that  period  to  which  Mr.  Sterling  has  al- 
luded— that  five-year  period— did  the  percentage  of  shipments  of 
these  11  constituent  companies,  or  so  many  of  them,  as  you  think 
adhered  to  the  same  agreement,  vary? 

Mr.  Van  Ormer.  I  am  not  prepared  to  answer  that  question. 

Mr.  LrrrLETON.  This  provision,  at  page  6,  says : 

All  snles  between  parties  to  this  agreement  shall  be  at  pool  prices,  aa  pro- 
Tided  In  agreement  B. 

Did  you  read  this  at  the  time  ? 

Mr.  Van  Ormer.  The  whole  of  that  ? 

Mr,  Littleton.  Yes. 

Mr.  Van  Ormer.  It  is  likely ;  yes. 

Mr.  Ltttleton.  You  had  some  idea  of  what  agreement  B  was,  had 
you  not  ? 

Mr.  Van  Ormer.  No ;  I  never  saw  agreement  B,  to  the  best  of  my 
knowledge. 

Mr.  LriTLBTON.  No;  but  you  knew  by  this  that  it  was  an  agree- 
ment which  was  supplementary  to  this? 

Mr.  Van  Ormer.  Oh,  I  may  have  known  at  the  time;  yes. 

The  Chairman.  Is  it  not  referred  to  as  the  schedule  of  prices 
somewhere? 

Mr.  Littleton.  Yes.     [Reading:] 

ah  suies  between  parties  to  this  agreement  shall  be  at  pool  prlces»  ag  pro- 
vided in  agreement  B. 

You  can  see  that  aCTeement  B  must  have  contained  the  pool  prices. 
Mr.  Van  Ormer.  Yes;  I  should  suppose  so. 
Mr.  Littleton.  Do  you  know  whetner  agreement  B  was  printed 
at  the  same  time  or  not? 
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Mr.  Van  Ormer.  I  do  not  know  that  it  was.  I  know  I  never  saw 
but  the  one. 

Mr.  LrrTLBiON.  Is  it  your  recollection  that  this  bundle  that  Mr. 
Huston  put  in  the  furnace  contained  ajgreement  B,  too? 

Mr.  Van  Ormsr.  I  have  no  recollection  about  that.    I  never  saw  it. 

Mr.  LrrrLETON.  Did  you  ever  see  agreement  C? 

Mr.  Van  Ormer.  No. 

Mr.  Littleton.  Or  agreement  D  ? 

Mr.  Van  Ormer.  No. 

Mr.  Littleton.  Do  you  understand  that  agreement  B,  however 
that  is,  only  referred  to  the  fixation  of  prices  ? 

Mr.  Van  Ormer.  I  do  not  understand  anything  about  it.  I  do 
not  know  anything  about  it. 

Mr.  LrrrLETON.  I  see  here  where  you  were  required  to  send  your 
check  to  T.  Mellon  &  Sons,  at  Pittsburg. 

(The  witness  laughed.) 

Mr.  Littleton.  That  amuses  you,  does  it  not? 

Mr.  Van  Ormer.  No;  I  am  not  amused.  I  would  not  be  dis- 
courteous to  the  committee. 

Mr.  Littlbton.  It  is  no  discourtesy  at  all.  I  like  to  see  you 
amused  about  it..    It  reads: 

Which  account  shall  show  that  the  memher  receiving  the  same  is  Indebted  to 
the  acBociation,  the  member  so  receiving  its  or  their  account,  showing  its  or 
th^r  Indebtedness,  shall  forward  to  the  treasurer  a  check  or  sight  draft 
drawn  to  the  order  of  T.  Mellon  &  Sons,  in  payment  of  such  indebtedness 

Mr.  Van  Orher.  I  am  not  competent  to  discuss  that  feature  of 
the  matter  at  all,  because  that  would  come  under  the  jurisdiction  t)f 
and  pass  through  the  hands  of  our  treasurer. 

Mr.  LrrrLETON.  Who  would  know  about  that? 

Mr.  Van  Ormer.  I  suppose  our  treasurer  would  know  about  it. 

Mr.  LrrrLETON.  Who  was  the  treasurer? 

Mr.  Van  Ormer.  Joseph  Humpton. 

Mr.  LrrrLETON.  Where  does  he  live? 

Mr.  Van  Ormer.  Coatesville. 

Mr.  Littleton.  Where  is  that? 

Mr.  Van  Ormer.  Coatesville,  Pa.,  where  we  are  located. 

Mr.  Littleton.  That  is  where  he  lives  now  ?  . 

Mr.  Van  Ormer.  Yes. 

Mr.  Littlbton.  He  is  still  treasurer? 

Mr.  Van  Ormer.  Yes. 

Mr.  Ltptlbton.  And  he  would  know  about  these  checks,  ^ould  he 

not? 

Mr.  Van  Ormer.  Oh,  yes. 

Mr.  Littleton.  I  suppose  when  you  sent  those  checks,  the  vouchers 
would  be  returned  to  you — ^the  canceled  checks  ? 

Mr.  Van  Ormer.  They  generally  are.    You  mean  returned  by  the 

bank? 

Mr.  Ltttlbton.  Yes. 

Mr.  Van  Ormer.  I  should  say  so. 

Mr.  Ijttleton.  Do  you  keep  them  at  all  ? 

Mr.  Van  Ormer.  I  am  not  conversant  with  the  practice  at  all. 
The  work  th^re  is  in  departments,  and  I  do  not  know  very  much 
more  about  this  business  than  any  person  in  this  room,  perhaps. 

Mr.  Ltttleion.  I  suppose  if  those  checks  were  sent,  canceled,  to 
you,  you  have  a  rule,  after  a  certain  period,' of  throwing  them  out? 
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Mr.  Van  Obmer.  Yes;  destroyii^  thiMa. 

Mr.  Littleton.  Did  you  ever  know  of  an  agreement  in  the  steel 
budineas  before  that  found  its  way  into  the  fwMce  before  this — not 
after? 

Mr.  Van  Ormeb.  I  have  only  knowi^  of  that  one. 

Mr.  Littleton.  Before  this  time? 

Mr.  Van  Or3ieb.  I  say  .1  have  only  known  of  that  one;  so  I  can 
not  know  of  any  others. 

Mr.  Littleton.  It  made  quite  an  impression  on  you,  did  it  not! 

Mr.  Van  Ormer.  Since  you  have  been  making  an  impression  on 
my  mind  here  to-dav  some  few  things  have  come  up  very  distinctly, 
and  that  is  one  of  them. 

Mr.  Littleton.  What?. 

Mr.  Van  Oraxer..  Qetting  back  those  copies  and  destroying  them. 

Mr.  Littleton.  Yes. 

Mr.  Van  Ormer.  I  doubt  whether  this  thing  has  been  spoken  of  at 
home  for,  well,  several  years. 

Mr.  Littleton.  It  is  not  a  matter  that  you  would  talk  about  much 
anyhow  ? 

Mr.  Van  Ormes.  No  ;  we  would  not  want  to.    [Lau^ter.] 

Mr.  Littleton.  Are  you  sure  that  all  these  copies  that  you  have 
spoken  of  were  all  of  the  copies  of  this  agreement  that  were  made? 

Mr.  Van  Ormer.  I  would  have  said,  if  I  had  b^en  testifviog  hojre 
to-day  aI:M>ut  those  copies,  that  they  had  certainly  all  been  destroyed. 

Mr.  Littleton.  You  never  suspected  this  one  was  on  earth? 

Mr.  Van  Ormer.  I  never  thought  there  was  a  printer  in  the 
United  States 

Mr.  Littleton.  That  would  keep  one  of  them? 

Mr.  Van  Ormer.  That  would  deceiTe  in  that  wq.^.  I  would  not 
think  any  printer  would  do  thaA.  I  used  to  be  a  printer  myself.  I 
know  I  would  not  do  it. 

Mr.  Littleton.  You  looked  at  it  as  a  sort  of  a  printer's  offense? 

Mr.  Van  Ormer.  Yes ;  I  call  that  a  printer's  offense ;  yea  I  would 
like  to  use  a  stronger  term. 

Mr.  Littleton.  Go  as  far  as  you  like. 

Mr.  Van  Ormer.  Oh,  no. 

Mr.  Gardner.  Well,  it  does  not  really  matter,  as  long  as  the  paper 
Is  identified,  whether  there  was  an  impropriety  committed. 

Mr.  Littleton.  Not  the  slightest,  b?t  I  was  askine  ar  little  about 
other  copies.  I  wanted  to  know  if  he  was  sure  that  the  copies  which 
he  si^id  lie  or  Mr.  Huston  inserted  in  the  furnace  at  a^  given  tiine 
were  all  of  the  copies  that  were  made? 

Mr.  Van  Ormer.  I  know  that  at  the  tim^  it  was  presumed  that 
every  one  of  them  was  in  that  package. 

The  Chairman.  You  thought  you  were  "out  of  the  woods"? 

Mr.  Van  Oupn.  I  4id  not  think  anything  of  the  kind.  I  did  not 
have  any  occasion  to. 

Mr.  McGiLLicuDDT.  I  do  not  know  but  that  you  have  stated  it,  but 
what  was  your  purpose  in  burning  up  these  papers? 

Mr.  Van  Ormer.  The  burning  diet  not  originate  with  me,  or  the 
idea  did  not 

Mr.  McGiLLiciTDDY.  But  your  purpose  was  to  gather  them  together 
and  have  them  destroyed.    Why  did  you  want  to  do  that  ? 

Mr.  Van  Orbixr«  As  I  said  this  morning,  to  get  them  out  of  the 
way.. 
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Mr.  McGniUouiiDT.  Whj  did  you  want  to  get  them  cmt  gf  the  way  ? 
What  harm  were  they  doiig? 

Mn  Vax  QtMmL  Would  yoa 

Mr.  McOuxicmiDT.  Not  what  I  would  do,  but  why  did  you  do  it  f 

Mr.  Yak  Ormbb.  Mufit  a  peraon  give  a  reason  for  everything  he 
does! 

Mr.  McQsKJJcuDor.  I  think  so;  for  doinff  a  thing  like  that  Why 
did  j«.  «n. ..  get  th«n  out  of  the  ,.„.  iS^,  ttor.  w«  »«.  «<-oi. 

Mr.  Van  Ormes.  Oh,  well,  it  was  afterwards  found  that  it  was  not 
the  thinff  to  da 

Mr.  McGiLLicuDDT.  It  was  not  whatt 

Mr.  Van  Ormer.  The  thing  to  do. 

Mr.  McQjiiUCCTiiDT.  There  was  not  a  thing  to  dot 

Mr.  Van  Ormkr.  It  was  afterwards  found  that  it  was  not  the 
proper  thing  to  do. 

Mr.  LiNDABURT.  He  testified  to  that  this  morning. 

Mr.  McOiLLicunnT.  When  did  you  fiiod  out  it  waa  not  the  proper 
thiujS  t«  do — befove  you  burned  it  or  afterwards  t 

'hS.  Yak  Ormbl  Oh,  well,  I  would  say  before. 

Mr.  McOiLLicuDDY.  Before  t 

Mr.  Yan  Oxmrn^  Ye& 

Mr.  MoOooJODBDY.  How  did  you  find  out  that  it  was  not  the 
pioper  thing  to  do  t 

Mr.  Van  Quibr.  I  did  not  find  out 

Mr.  MgGilucubdt.  You  }uat  said  vou  did. 

Mr^  Yah  Obmibb.  Oh,  I  spoke  of  ^^  we."  I  did  not  mean  n^yself 
peiBQnally. 

Mr.  McGnxiGUDDT.  Who  do  you  mean  when  you  say  '^  we  "  ? 

Mr.  Yan  Ormer.  I  mean  the  folks  at  home. 

l|v.  McQii4aoDDPT.  Your  folks  at  hornet 

Mr.  Yan  Ormer.  Yes. 

Mr.  McQiujGUDDT.  Somebody  outside  of  yonrself  ? 

Mr.  Ya37  OiiHBB^  Yes. 

Mr.  McQiuJcuDDY.  Who  else? 

Mr.  Yai^  Obmbb.  It  is  a  matteir  of  re<^rd  in  n^  testimony  tJbis 
morning.    I  spoke  of  Mr.  Huston. 

Mr.  MoQjOiMGCTPnY,  Who  elset 

Mr.  Yan  Ormer.  I  would  not  need  to  mention  spy  person  but 

Mr.  McGnxiciTDDY.  Then  it  was  all  between  you  and  Mr.  Huston ! 
That  is  how  you  found  it  out? 

Mr.  Yan  Ctel^Bl.  Yes:  I  would  say  sou 

Mr.  McGiLLiacjppY.  What  did  yoa  find  out  from  Mr.  Huston  that 
was  wrong  about  it? 

Mr.  Yan  Ormbr*  I  do  not  know. 

Mr.  McQiLLicuDDY.  -You  do  not  know  ? 

Mr.  Yan  Ormer.  Ko. 

Mr.  McGiLLicuDDY.  You  remember  that  you  had  a  talk  with  him  ? 

Mr.  Yan  Obmer.  Naturally. 

Mr^  McOiujcuDDY.  Naturally.    I  mean,  do  you  remember  it? 

Mr.  Yan  Obmer.  No;  I  do  not,  any  more  than 

Mr.  McGiLuctJDDY.  Then,  if  you  do  not  remember  it,  how  do  you 
know  it  was  wrong? 
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Mr.  Van  Obmer.  Oh,  please  do  not  pursue  that,  because  I  do 
not  know. 

Mr.  McGiLLicuDDY.  You  say  you  found  out  sometfainff  that  was 
wrong,  and  now  you  can  not  remember  anything  about  itl 

Mr.  Van  Orkbr.  I  say  I  supposed  something  was  wrcmg.  I  did 
not  know. 

Mr.  McGiLUCUDDT.  What  was  it  that  you  found  out  that  was 
wrong? 

Mr.  Lindabxtrt.  The  witness  testified  this  pioming  that  Mr. 
Huston  said  he  was  advised  that  it  was  iQegal. 

Mr.  McGiiJ:JcnDDT.  He  says  now  that  he  does  not  remember  any- 
thing about  it.    What  was  wrong  that  you  found  out ! 

Mr^  Van  Ormeb.  I  do  not  know. 

Mr.  McOiUiiGUDDY.  You  do  not  know  what  that  wrong  was  ? 

Mr.  Van  Ormer.  No.  As  Mr.  Lindabury  said,  Mr.  Huston  found 
out  that  the  thing  was  illegal. 

Mr.  McGiLLicxjDDY.  And  he  communicated  that  to  you  ? 

Mr.  Van  Ormer.  Yes;  evidently. 

Mr.  McGiiiLicuDDT.  Aiid  then  you  went  and  fathered  these  things 
up  and  put  them  out  of  existence  by  burning.    Is  that  right  ? 

Mr.  Van  Ormer.  I  did  not  burn  them. 

Mr.  McGiLLicuDDY.  I  thought  you  gathered  them  up. 

Mr.  Van  Ormer.  No;  I  merely  went  to  the  printmg  office — ^if  I 
went  there  at  all.  I  am  not  sure  whether  Mr.  Huston  or  I  went 
there.  I  might  have  gone  to  tbcr  printing  office  and  got  the  copy,  and 
anv  copies  that  they  had  there,  and  burned  them  up. 

Mr.  McGilligxtddy;  I  s^,  you  got  them ;  you  collected  them  and 
turned  them  over  to  Mr.  miston  to  be  burned  or  destroyed  or  some- 
thing? 

Mr.  Van  Ormer.  Yes. 

Mr.  McGiujcuDDY.  And  that  was  because  you  found  out  there 
was  something  wrong  about  it  ? 

Mr.  Van  Ormer.  Yes. 

The  Chairman.  Did  you  find  out  it  was  wrong  before  or  after 
they  were  printed? 

Mr.  Van  Ormer.  Oh,  if  we  had  found  out  before  they  were 
printed,  they  never  would  have  been  printed. 

The  Chairman.  So  you  found  it  out  after  they  were  printed  ? 

Mr.  Van  Ormer.  Naturally. 

The  Chairman.  You  found  out  they  were  wrong  after  they  were 
printed  and  after  you  got  them? 

Mr.  Van  Ormer.  Yes. 

The  Chairman.  And  then  you  went  back  to  the  printing  office 
after  you  got  printed  copies.    Why  did  you  go  back? 

Mr.  Van  Ormer.  I  went  back  for  the  copy  the  printer  had. 

The  Chairman.  You  went  back  for  the  otner  copy  ? 

Mr.  Van  Ormer.  The  one  he  had. 

The  Chairman.  What  did  you  want  with  that  ? 

Mr.  Lindabury.  That  was  the  manuscript. 

The  Chairman.  What  did  you  want  with  the  manuscript?    The 

Printer  was  not  going  to  carry  it  into  effect,  was  he  ?    Did  the  printer 
ave  any  blast  ^maces,  or  was  he  making  any  iron  plate? 
Mr.  VAN  Ormer.  Not  this  printer.    [Caugnter.] 
The  Chairman.  Why  did  you  want  to  get  this  copy  if  he  was  not 
going  to  carry  it  into  effect? 
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Mr.  Van  Orm££.  We  wanted  to  bum  them  or  destroy  them. 

The  Chairkan.  You  wanted  to  bum  his  copy,  too  ? 

Mr.  Van  Ormer.  Yes. 

The  Chairican.  What  did  you  want  to  bum  his  copy  for? 

Mr.  Van  Ormer.  For  the  same  reason  that  ^e  wanted  to  bum  the 
rest 

The  Chairman.  But  he  was  not  a  party  to  the  ag^reementt 

Mr.  Van  Ormer.  No. 

The  Chairman.  He  had  not  done  anything  ? 

Mr.  Van  Orm1».  No,  sir. 

The  Chairman.  His  copy  was  mere  printed  stuff,  an  unsized 
document.  Who  could  be  hurt?  What  (fid  you  want  to  hunt  for  it 
for? 

Mr.  Van  Ormer.  Oh,  for  the  same  reason.  We  destroyed  them 
when  we  got  them. 

The  Chairman.  Because  you  did  not  want  anybody  to  know  you 
had  had  it  printed,  was  it  not? 

Mr.  Van  Ormer.  Yes. 

Mr.  Littleton.  You  were  so  impressed  with  the  idea  that  it  was 
wrong  and  illegal  that  you  made  a  very  industrious  effort  to  get 
every  scrap  of  it  and  destroy  it,  and  yet  you  say  that  for  several 
years  afterwards  you  were  aware  of  the  fact  that  although  the  visible 
evidence  of  the  agreement  had  been  destroyed,  you  were  keeping  the 
agreement  in  substantial  particulars? 

Mr.  Van  Ormer.  No;  I  did  not  say  that.  I  said  in  some  respects. 
The  agreement  as  a  whole  was^not  observed. 

Mr.  LrrTLETON.  Mr.  Gardner  has  recited  to  you 

'  Mr.  Gardner.  The  practices  under  the  agreement. 

Mr.  Littleton  (continuing).  The  practices  under  the  agreement. 

Mr.  Gardner.  Tney  did  not  keep  the  agreement  in  the  sense  of  the 
document. 

Mr.  Littleton.  No;  you  did  not  keep  the  document;  but  certain 
practices,  as  defined  in  this  agreement,  Mr.  Gardner  has  called  our 
attention  to,  and  you  say  that  you  thereafter  pursued  those  practices. 

Mr.  Van  Ormer.  Some  of  them. 

Mr.  Littleton.  Those  that  he  recited.  I  will  not  go  any  further 
than  that — ^which  you  agreed  to  and  said  were  so? 

Mr.  Van  Ormer.  Yes. 

Mr.  LiTTLnoN.  If  you  knew  it  was  wrong  and  illegal 

Mr.  Van  Ormer.  I  do  not  know  anything  about  that. 

Mr.  Littleton.  If  you  had  been  advised  that  it  was  illegal  and, 
therefore,  found  it  necessarv  to  destroy  the  instrument  it^f,  you 
must  have  known  that  the  tnings  which  were  illegal  were  the  prac- 
tices provided  under  it,  did  you  not? 

Mr.  Van  Ormer.  Well,  it  may  have  been  that  it  was  thought  that 
the  contract  itself  was  probably  more  illegal  than  the  practices.  I 
do  not  know. 

Mr.  Gardner.  Let  me  ask  a  question.  You  evidentlv.  in  your 
mind,  draw  a  distinction  between  the  words  "  wrong  "  and  ^  illegal." 

ISr.  Van  Ormer.  Yes. 

Mr.  Gardner.  Whereas  you  thought  that  for  sc»ne  phantasy  of 
Government  certain  practices  were  declared  illegal,  nevertheless,  if, 
without  violating  the  letter  of  the  law,  you  could  attain  the  results 
in  some  other  way,  the  results  which  you  desired  to  attain  were  not 
of  themselves  wrong.    Was  that  your  idea? 
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Mr.  Vai^  Obmsb.  Nqw,  I  am  not  ooropetent 

Mr.  Oardner.  It  is  very  usuaL  when  we  hurt  a,Kiother< 


Mr.  Van  Ormer.  Yes;  but  the  fact  is  I  have  answered  qoestioos 
to-day  kh^t  I  do  xiot  tbxok;  in  all  fairness  should  have  been  put  to 
me  at  aU). 

Mr.  Young.  Eight  there.  You  were  a  paid  employee  of  this  com* 
pany,  were  you  not? 

Mr.  Van  Ormer.  Yes. 

Mr.  Young.  You  were  not  an  ojBioer! 

Mr.  Van  Ormer.  No. 

Mr.  Young.  Your  judgment  did  not  determine  in  regard  to  any- 
thing that  should  be  done  in  this  matter,  did  it  ? 

Mr.  Van  Ormer.  No. 

Mv.  Young.  That  was  done  by  your  superions  ? 

Mr.  Van  Ormer.  Yea 

Mr.  Young.  It  was  they  who  determined  what  should  be  done, 
and  it  is  their  reason  for  doing  it  that  is^  important,  rather  than  your 
reason? 

Mr,  Van  Ormer.  Ye$» 

Mr.  Young.  I  think  that  is  fair  to  the  witness. 

Mr.  Gardner.  I  think  that  is  fair, 

Mr.  Young.  I'hey  are  the  ones  who  determined  this. 

The  Chairman.  Borne  people  think  that  if  you  could  bum  up  all 
the  Bibles  in  the  country  there  would  not  be  any  necessity  for  Keep- 
ing the  ten  commandments. 

Mr.  Gardner.  Inasmuch  as  we  are  going  to  have  the  principal»  this 
is  valuable  only  as  secondary  evidence,  corroborating  him,  I  think 
Mr.  Van  Ormer  has  pretty  nearly  reached  the  time  when  he  is  en- 
titled to  his  release. 

The  Chairman.  I  think  so.  We  do  i^ot  want  to  stop  those  mills, 
either ;  so  you  are  excused,  Mr.  Van  Ormer. 

Mr.  Van  Ormer.  Am  I  excused  permanently? 

The  Chairman.  I  would  hesitate  to  say  tliat,  because  we  do  not 
like  (q  divorce  ourselves  from  your  good  company  forever,  without 
any  recall ;  but  for  the  time  being,  at  least,  you  are  excused. 

Mr.  Van  Ohmeb.  In  that  better  country  we  can  meet  and  talk  about 
some  of  these  things. 

(The  committee  thereupon^  at  4.80  o'clock  p.  m.,  went  into  execatiTe 
session,  and  subsequMKtly  adjourned  until  to-morrow,  Tuesday,  July 
26, 1911,  at  10.80  o\lock  a.  m.) 
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Special  Committee  on  the  Ixvestigation 
OP  THE  United  States  Steel  Corporation, 

Tuesday^  July  £5y  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

The  Chairman.  The  committee  will  resume  its  session. 

I  have  here  a  certificate  from  the  physician  of  Mr.  J.  S.  Worth,  of 
Coatesville,  Chester  County,  Pa.,  who  is  identified  with  Worth  Broa 
Co.,  mentioned  in  the  memorandum  or  printed  contract  put  in  evi- 
dence yesterday.    The  certificate  reads  as  follows : 

3508  Baring  Street, 
Philadelphia,  July  22,  1911. 
Hon.  A.  O.  Stasley, 

Chairman  of  Committee  of  House  of  Representatives  to  investigate,  etc, 

Deab  Sir:  I  am  consulting,  nn  well  as  one  of  the  attending  physicians,  to 
Mr.  J.  S.  Worth,  of  Goatesville,  Chester  County,  Pa.,  subpoenaed  to  appear  be- 
fore your  honorable  body  at  Washington,  Monday,  July  24,  1911,  at  10.30  a.  m. 
He  has  been  a  seriously  ill  man  a  year  the  17th  of  June,  and  has  been  unable 
to  attend  to  business  during  this  time,  and  as  his  medical  adviser  I  say  un- 
hesitatingly he  is  physically  unable  to  appear  at  Washington  in  obedience  to 
your  summons. 

F.  P.  HOUSKEEPBB,  M.  D. 

We  have  no  desire  to  bring  a  man  here  who  is  dangerously  ill. 

STATEMENT  OF  W.  C.  MOBELAND. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  live,  Mr.  Moreland? 

Mr.  Moreland.  In  Pittsburg. 

The  Chairman.  Are  you  in  the  employ  of  any  steel  company  in 
Pittsburs? 

Mr.  ^foRELAKD.  Yes,  sir;  the  Jones  &  Laughlin  Co. 

The  Chairman.  What  position  do  you  hold? 

Mr.  Moreland.  Secretary. 

The  Chairman.  You  are  the  secretary  of  the  Jones  &  Laughlin 
Steel  Co.? 

Mr.  Moreland.  Yes,  sir. 

The  Chairman.  You  are  here  under  a  subpoena  duces  tecum,  I 
believe  ? 

'Mx.  Moreland.  Yes,  sir. 

The  Chairman.  I  will  &sk  you  if  you  have  a  copy  of  that  sub- 
poena here? 

Mr.  Moreland.  Yes,  sir. 

The  Chairman.  Will  you  please  hand  it  to  me?  I  want  to  use  it 
as  a  memornndnm. 
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Mr.  MoRELAND.  Certainly.     [Hands  chairman  subpoena.] 

The  Chairman.  As  secretary  of  the  Jones  &  Langhlin  Steel  Co. 
had  you  any  relations  with  wnat  is  known  as  the  Steel  Plate  Asso- 
ciation of  the  United  States,  or  any  correspondence ! 

Mr.  MoEELAND.  Not  personally. 

The  Chairman.  I  mean  the  compan]^? 

Mr.  Moreland.  The  company  ?    I  think  they  have  had ;  yes,  sir. 

The  Chairman.  Have  you  any  of  that  correspondence? 

Mr.  Moreland.  No  correspondence;  I  have  some  papers  with  me. 

The  Chairman.  Any  checKs  or  vouchers? 

Mr.  Moreland.  Yes,  sir. 

The  Chairman.  Kindly  produce  those  papers? 

Mr.  Moreland.  Yes,  sir.  [Handing  chairman  certain  checks  and 
vouchers.] 

The  Chairman.  I  find  here  "Voucher  No.  16946,  accounts  pay- 
able voucher,  Jones  &  Laughlin  Steel  Co.  Amount,  $16,32b.60. 
Favor  Willis  L,  King,  treasurer  Plate  Association,  Pittsburg,  Pa., 
recorded  January,  1905."  And  check,  "  Pittsburg,  Januarv  21, 1905. 
No.  16052.  Peoples  National  Bank.  Pay  to  the  order  of  Willis  L. 
King,  treasurer,  $16,828.60.  (Signed)  Jones  &  I/aughlin  Steel  Co. — 
by  who? 

Mr.  Moreland  (after  examining  check).  T.  K.  Laughlin. 

The  Chairman.  ^'Assistant  treasurer."    "  Not  over  f  18,000." 

The  voucher  reads: 

Jones  &  Laugblln  Stee^  Co.,  to  Willis  L.  King,  Dr.,  treasurer  Plate  Associa- 
tion, Pittsburg,  Pa.  January  20.  For  amount  due  association  for  190S,  |16,- 
328.60. 

Mr.  Young.  Are  you  reading  the  voucher? 
The  Chairman,  x  es,  sir.    This  is  duly  indorsed : 

Received  January  21,  1906,  of  Jones  &  Laughlin  Steel  Co.,  sixteen  tliousand 
three  hundred  twenty-eight  60/100  dollars,  In  full  for  the  above  account. 
$16328.00. 

Wnxis  L.  King,  TretLsurer. 

m 

Where  is  Mr.  King? 

Mr.  Moreland.  He  is  in  Europe.  He  left  for  Europe  on  June  24, 
and  he  will  return  early  in  September.  I  think  he  is  to  sail  on  the 
80th  or  81st;  that  is  my  recollection. 

The  Chairman.  Here  is  another  check: 

Pittsburg,  January  16,  1904.  No.  10545.  Peoples  National  Bank.  Pay  to 
the  order  of  Willis  L.  Ring,  treasurer,  134,586.13.  Thln^-four  thousand  five 
hundred  and  elghty-slx  and  13/100  dollars. 

Jones  &  Laughlin  Steoel  Go., 
T.  K.  Laughliii, 

AsiUtant  Treasurer, 
Not  over  thirty-six  thousand  ($36,000). 

Mr.  Young.  What  is  the  date  of  that  ? 

The  Chairman.  Pittsburg,  January  16,  1904.  The  voucher  corre- 
sponds : 

ACCOUNTS  PATABLK  VOUCHEB, 

Jones  &  Laughlin  Steel  Co.  to  Willis  L.  King,  treasurer.  Dr.,  Pittsburg.  Pa., 
January  15,  for  amount  due  Plate  Association  for  year  1902,  $34,5S6.1S. 
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This  is  duly  indorsed.  Now,  under  this  contract  you  were  entitled 
to  4.75  per  cent  of  the  business? 

Mr.  MOBELAND.  I  do  uot  know  anything  about  the  contract 

The  Chairman.  What  were  the  vouchers  for? 

Mr.  MoRELAND.  I  do  not  know  anything  except  what  is  stated  on 
the  vouchers. 

The  Chairman.  Have  you  a  paper  there? 

Mr.  MoRELAND.  I  have  one  here;  yes^  sir. 

The  Chairman.  Please  let  me  have  it. 

Mr.  MoRELAND.  Yes,  sir  [handing  chairman  paper]. 

Mr.  Littleton.  Are  your  initials  "W.  C."? 

Mr.  MoRELAND.  Yes,  sir. 

Mr.  Littleton.  You  are  the  secretary  who  signed  these  checks? 

Mr.  MoRELAND.  Yes,  sir.    There  are  six  vouchers  there. 

The  Chairman.  What  is  this  paper? 

Mr.  MoRELAND.  That  is  a  paper  prepared  by  our  auditor  from  the 
books  of  the  company. 

The  Chairman.  Showing  your  account  with  the  Plate  Associa- 
tion? 

Mr.  MoRELAND.  Yes,  sir. 

The  Chairman.  I  see  here  you  have  "Cash  for  guaranty  fund, 
$500."    bo  you  know  what  that  was  for? 

Mr.  MoRELAND.  No,  sir ;  I  am  not  at  all  familiar  with  that.  I  was 
not  in  the  sales  department. 

The  Chairman.  Do  you  know  why  W.  L.  King's  traveling  ex- 
penses were  paid — $22.50? 

Mr.  MoRELAND.  I  suppose  that  was  wiien  he  was  away.  I  do  not 
know  a  thing  about  it. 

The  Chairman.  I  would  suggest,  with  the  consent  of  the  com- 
mittee, to  save  time  amd  in  order  that  the  hearing  may  show,  that 
we  have  the  stenographer  at  this  point  copy  this  record  into  the 
hearing. 

Mr.  X  ouNo.  I  think  that  is  the  best  way. 

The  Chairman.  And  then  I  will  examine  him  in  reference  to  it 

Mr.  LiNDABURy.  Does  it  show  when  the  account  was  closed  ? 

The  Chairman.  February  24,  1905,  I  believe  was  the  last  date, 
"Eeceived  from  W.  L.  King,  treasurer,  $5,134.47." 

(The  statement  referred  to  by  the  chairman  follows:) 

PLATE  ASSOCIATION  RECORD. 

1900 — Nov.   2.  Paid  G.  M.  McCauley,  Harrisburg,  cash  for  guaranty 

fund $500. 00 

Nov.  21.  W.  li.  King,  traveling  expense 22.50 

Dec.  20.  Paid  W.  I^  King  for  expense  fund 237. 50 

Dec.  20.  Paid  W.  L.  King  for  guaranty  fund 4,760.00 

Dec.  81.  Paid  W.  L.  King,  traveling  expenses _"_  23. 83 

1901— Apr.   9.  Paid  W.  L.  King,  traveling  expenses 30.00 

Nov.  21.  Paid  W.  L.  King,  traveling  expenses 75.00 

1900 — ^Dec.22.  Received  from  G.  M.  McCauley,  account  of  guaranty 

fund 500.  00 

1902— Jan.  24.  Received  from  T\    L.  King,  treasurer 17,797.03 
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[Rate,  two-tentbs  per  pound.] 


1902 


January.... 
February. . . 

liaroh 

April 

Ifoy 

June 

Jniy 

August..... 
September. , 

October 

November.. 
December.. 


OverBhip* 

ment. 


Under^ 
shipment. 


Amount      AnMUDt 
dueaaao-  '.  due  from 
elation.    I  aaMJciatioa. 


€23,114    fl,a46b33 

3,358,522   6,717.04 

8,066,427  1 6,112.85 

623,810   *  81,207.62 

2,675,714    6,351.48 

5,735.06  1 

397,339 1  794.88 

1,448,255    2,896.51 

9,380  , 18.78 


2,867,538 


3,210,609 


6,421.40 


4,263,794: 8,527.59 

6,700,694! 11,401.19 


Total 46,161.38        10,329.02 


Balance  due  association , 35,832. 36 


February  20, 1902,  paid  W.  L.  King,  treasurer,  81,246.23. 
January  16, 1904,  fudd  W.  L.  King,  treasurer,  $34,586.13. 


1903 


PLATE  ASSOCIATION  RECORD. 
[Rate,  one-tenth  per  pound.] 


Overahip-       Under- 
ment.        shipment. 


January.. 
February. 
Ifarch.... 

April 

May 

June 

July 

August. 


Amount       Amount 
due  due  from 

association.-  association 


184,134   

3,720,194    ,    83,720.19 

1,784,687    1,784.69 

2,002,234= 2,002.24 

1,497,917    

3,663,886    3,663.89 

1,438,802- 1,438.80 

6,408,594" 5,408.59 

5,657,827    5.657.83 


S1S4.13 


1.497.02 


September 

October i 5 ,  819, 814 

November '    1.095,935 

December 1,250.161  : 


1,250.16 


Total 1 24 .  926. 39 

Balance  due  association ' 16, 328. 60 

I 

I  ; 


5,819.81 
1,095.93 


8,607.79 


January  20, 1905,  paid  to  W.  L.  King,  treasurer,  816,328.60. 

[Rate,  one-tenth  per  pound.] 


1904 


Ovenhlp- 
ment. 


Under- 
shipment. 


Amount 
due 


Amount 
due  from 


January 1,548,505 

February I >    3, 384, 952 


March, 

April 

liay 

June 

July 

August 

September. 
October 


November ■    2, 738, 2S6 

December 1,30S.  o91 


491,879 
4,250,367 
504, 485 
1,204,3(V4 
2,430,141 
3,163,816 

3,9S4,355    '    83,984.36 

3,821, 6W    3,821.69 


association,  association. 


81,548.50 
3,384.05 

491.88 
4,259.37 

504.48 
1,204.36 
2.430.14 
3,163.83 


2,738.29 
1,3(^.69 


Total 11,853.03 

Balance  due  from  association i 


16,987.50 
5,134.47 


February  24, 1905,  received  from  W.  L.  King,  treasurer,  $.5,134.47. 
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The  Chaikman.  This  i)urports  to  be  an  account  of  Jones  &  Laugh- 
lin  with  the  Plate  Association? 

Mr.  MoRELAND.  Yes,  sir;  as  prepared  by  our  auditor  from  the 
books. 

The  Chairman.  As  prepared  by  your  auditor  from  the  books  f 

Mr.  MoBELAND.  Yes^  sir. 

The  Chairman.  This  shows  all  amounts  paid  by  you  t 

Mr.  MoRELAND.  Yes,  sir. 

The  Chairman.  This  shows  all  amounts  paid  by  you  for  the  trav- 
eling expenses  of  the  treasurer,  for  the  guaranty  fund,  whatever 
that  is,  and  accounts  of  your  shipments,  your  overshipments  and 
undersnipments,  the  rate  per  pound  on  overshipments,  the  amount 
due  the  association,  and  the  amount  due  from  the  association*  to  you, 
the  balance  due  the  association;  it  shows  the  history  of  your  entire 
transactions  from  November  2,  1900,  to  February  24,  1905? 

Mr.  MoRELAND.  Yes,  sir. 

Mr.  YouNO.  I  would  like  to  ask  if  the  last  payment  to  the  Jones 
&  Laughlin  Co.  of  $5,134.47  just  balances  the  account,  or  leaves  a 
balance  one  way  or  the  other  ? 

The  Chairman.  It  balances  the  account ;  cleans  it  up. 

Now,  I  find  in  this  printed  Agreement  A  that  it  was  the  duty  of 
Jones  8c  Laughlin,  the  Carnegie  Steel  Co.,  the  Illinois  Steel  Co.,  and 
others,  to  pay  the  expenses  of  the  officers  of  this  association? 

Mr.  MoRELAND.  I  ao  not  know  anything  about  the  details. 

The  Chairman.  All  you  know 

Mr.  Moreland  (interposing).  I  knew,  in  a  general  way,  that  there 
was  something,  from  the  books  of  tne  company  and  from  the 
vouchers. 

The  Chairman.  The  books  of  the  company  show  that  the  expenses 
of  certain  officers  of  this  Steel  Plate  Association  were  paid  in  part 
by  Jones  &.  Laughlin  ? 

Mr.  MoRELAND.  From  that  statement  prepared  bv  the  auditor. 

The  Chairman.  Did  you  not  know  in  a  general  way  of  the  exist- 
ence of  this  agreement  ? 

Mr.  Moreland.  I  can  not  say  that  I  did ;  I  have  no  recollection. 

The  Chairman.  Did  you  hear,  between  the  years  1900  and  1905, 
that  there  was  a  steel-plate  pool  of  which  Jones  &  Laughlin  were  a 
party? 

Mr.  Moreland.  I  knew  there  was  a  pool,  in  a  general  way. 

The  Chairman.  What,  in  a  general  way,  did  you  know  about  the 
purposes  of  the  association? 

Mr.  Moreland.  I  did  not  know  anything  of  the  purposes. 

The  Chairman.  And  the  powers? 

Mr.  Moreland.  No,  sir. 

The  Chairman.  And  the  officers? 

Mr.  Moreland.  I  knew  that  Mr.  King,  our  vice  pi'esident,  was  the 
treasurer. 

The  Chairman.  You  knew  that  Mr.  Kin^,  the  vice  president  of 
your  company,  was  the  treasurer  of  this  association? 

Mr.  Moreland.  Yes,  sir. 

The  Chairman.  You  knew  that  you  accounted  to  him  for  all  ship- 
ments you  made,  did  you  not  ? 

Mr.  Moreland.  From  the  books. 
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The  Chaibman.  You  knew  if  you  shipped  more  than  a  certain 
amount  that  you  paid  a  penalty  to  the  association} 

Mr.  MoRELAND.  No ;  I  did  not. 

The  Chairman.  The  books  show  that? 

Mr.  MoBELAND.  That  is  all  I  know — from  the  general  books  of  the 
company. 

The  Chaibman.  You  signed  checks  payable  to  Willis  L.  King, 
treasurer? 

Mr.  MoBELAND.  Yes,  sir.  I  approved  those  vouchers.  They  came 
to  me  in  the  r^^lar  way,  authenticated  by  the  auditor  of  the  com- 
pany, just  the  same  as  I  approve  any  other  account. 

The  Chairman.  When  you  approved  these  vouchers,  did  you  not 
know  what  the  vouchers  were  for? 

^  Mr.  MoBELAND.  Just  from  reading  them  when  they  came  authen- 
ticated by  the  auditor,  like  every  other  account.  We  did  not  go  be- 
yond that. 

The  Chaibman.  Who  prepared  these  vouchers  ? 

Mr.  MoBELAND.  I  presume  the  auditor. 

The  Chaibman.  iN  ow,  you  kept  on  your  books  a  careful  statement 
of  all  over  shipments  ana  under  shipments,  over  and  under  what? 

Mr.  MoBELAND.  That  is  all  I  know,  what  is  in  that  statement. 

The  Chaibman.  In  a  general  way,  did  you  not  know  whether  this 
was  over  your  proportion  of  the  pool  ? 

Mr.  MoBELAND.  I  have  no  recollection. 

The  Chaibman.  You  were  just  the  secretary  of  the  company? 

Mr.  MoBELAND.  The  secretary  of  the  company ;  yes,  sir. 

The  Chaibman.  Do  you  keep  the  minutes  of  Jones  &  Laughlin? 

Mr.  MoBELAND.  Yes,  sir. 

The  Chaibman.  The  minutes  of  the  board  of  directors? 

Mr.  MoBELAND.  Yes,  sir. 

The  Chaibman.  And  the  minutes  of  the  executive  committee? 

Mr.  MoBELAND.  Yes,  sir. 

The  Chairman.  And  you  keep  the  minutes  of  the  finance  commit- 
tee? 

Mr.  MoBELAND.  We  have  no  finance  committee. 

The  Chaibman.  In  the  meetings  of  the  board  of  directors  and  in 
the  executive  committee  did  they  not  discuss  over  and  over  this  mat- 
ter; do  not  your  minutes  show  that  they  discussed  it  over  and  over 
again? 

Mr.  MoBELAND.  No,  sir. 

The  Chaibman.  Both  in  the  written  minutes  and  the  oral  discus- 
sion not  incorporated  in  the  minutes,  the  advantages  and  disadvan- 
tages of  this  pool  ?  • 

Mr.  MoBELAND.  No,  sir;  I  never  heard  it  discussed  in  our  meetings, 
and  there  is  no  minute,  to  my  recollection. 

The  Chaibman.  In  this  matter,  so  vital  to  your  company,  before 
you  went  into  this  pool,  did  not  your  executive  committee  and  your 
board  of  directors  discuss  the  propriety  of  going  into  an  arrange- 
ment that  should  fix  their  output  at  4.75  per  cent  of  a  total  of  100 
per  cent  of  the  11  companies  associated  together  for  the  purpose  of 
restricting  output  ?  . 

Mr.  MoRELu\ND.  I  never  heard  it  discussed.  In  1900,  when  it  was 
Jones  &  Laughlin  (Ltd.),  there  was  an  advisory  board,  not  an  execu- 
tive committee. 
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The  Chairman.  Were  you  the  secretary  of  that? 

Mr.  MoRELAND.  Yes.  sir. 

The  Chairman.  Did  the  advisory  board  discuss  it  ? 

Mr.  MoRELAND.  No,  sir.  I  never  heard  it  mentioned  in  our  meet- 
in^ 

The  Chairman.  Or  anywhere  else? 

Mr.  MoRELAND.  I  have  no  recollection. 

The  Chairman.  Do  you  mean  to  state,  under  oath,  that  you  had 
no  knowledge,  direct  or  indirect,  that  these  transactions  related  to  a 
pool  by  which  Jones  &  Laughlin  were  entitled  to  a  certain  per  cent 
of  the  output,  and  were  entitled  to  receive  compensation  if  they  fell 
below,  and  were  expected  to  pay  a  bonus  if  they  exceeded  the  output? 

Mr.  Moreland.  I  know  in  a  general  way  that  there  was  something, 
but  I  did  not  have  anything  to  do  with  the  details  of  the  business. 

The  Chairman.  Did  you  ever  make  inquiry  for  a  copy  of  this 
agreement? 

Mr.  Moreland.  Yes,  sir. 

The  Chairman.  And  you  could  not  find  it  ? 

Mr.  Moreland.  No,  sir. 

The  Chairman.  When  did  you  look  for  it? 

Mr.  Moreland.  On  Friday  and  Saturday. 

The  Chairman.  Did  you  make  a  diligent  search  ? 

Mr.  Moreland.  Yes,  sir ;  all  through  my  files. 

The  Chairman.  Had  anybody  abstracted  it  from  the  files;  did 
you  miss  it  ? 

Mr.  Moreland.  No,  sir. 

The  Chairman.  Do  you  know  what  became  of  it? 

Mr.  Moreland.  I  do  not. 

The  Chairman.  It  used  to  be  there? 

Mr.  Moreland.  Not  in  my  files. 

The  Chairman.  You  have  seen  it? 

Mr.  Moreland.  I  have  no  recollection  of  ever  seeing  it. 

The  Chairman.  Please  look  at  this,  and  see  if  it  looks  like  a 
familiar  face?     [Handing  witness  printed  agreement.] 

Mr.  Moreland  (after  examining  printed  agreement).  No,  sir;  I 
have  no  recollection  of  ever  having  seen  it. 

The  Chairman.  Now,  have  you  any  other  document  or  paper  of 
anv  kind? 

Mr.  Moreland.  No^  sir;  I  have  nothing  else. 

Mr.  Littleton.  Did  you  search  for  Agreement  B,  which  was 
called  for  in  the  subpoena? 

Mr.  Moreland.  I  searched  for  everything  in  relation  to  the  Plate 
Association  myself,  and  I  had  the  auditing  department  search  also, 
and  that  is  the  result  of  our  search. 

Mr.  Littleton.  Did  you  know  generally  of  the  existence  of  what 
is  referred  to  as  Agreement  B? 

Mr.  Moreland.  No,  sir. 

Mr.  Littleton.  Have  you  read  the  agreement  which  has  been 
shown  to  you  ? 

Mr.  Moreland.  No,  sir. 

Mr.  Littleton.  Since  you  came  here? 

Mr.  Moreland.  No,  sir. 

Mr.  LrrrLBTON.  Are  these  all  the  vouchers  and  checks  which  you 
had  in  your  files  as  showing  payments  to  this  association  ? 


646  UNITED  STATES  STEEL  CORPORATION. 

Mr.  MoRELAND.  Yes,  sir. 

Mr.  LmuBTON.  Do  thej  cover  all  that  appears  upon  your  books? 

Mr.  MoRELAND.  Yes,  sir;  except  those  traveling  expenses  as  ex- 
plained in  that  paper  which  were  credited  to  Mr.  King's  personal 
account.    I  think  it  is  marked  in  lead  pencil — a  few  dollars. 

Mr.  Littleton.  It  appears  that  in  1905  there  was  a  check  issued 
and  a  voucher  returned  with  receipt  for  payments  which  were  due 
the  association  for  1902.  In  other  words,  the  check  in  some  instances 
appears  to  be  dated  a  year  and  two  years  later  than  the  time  when 
the  payment  was  due.    Do  you  understand  that? 

Mr.  MoRELAND.  No,  sir ;  I  do  not  understand  why  it  should  be. 

Mr.  LiNDABURY.  Is  uot  that  about  the  time  when  the  thing  was 
closed  ? 

Mr.  Littleton.  Here  is  a  check  dated  January  16, 1904,  for  $34,586, 
and  it  says  on  the  voucher  here,  "  For  payment  due  Plate  Associa- 
tion for  year  1902."  In  other  words,  it  seems  to  be  about  two  years 
overdue.    How  do  you  explain  that? 

Mr.  MoRELAND.  I  know  no  reason. 

Mr.  Littleton.  Was  there  a  policy  of  holding  up  payments  for  a 
given  period  of  time? 

Mr.  Moreland.  Not  that  I  know  of. 

Mr.  Littleton.  I  notice  another  one  where  the  check  is  for  $16,000, 
dated  January  21,  1905.  It  says  on  the  voucher,  "  For  amount  due 
association  for  1903."  In  each  instance  there  seems  to  be  a  lapse  of 
two  years.    Do  you  understand  that? 

Mr.  Moreland.  No,  sir. 

Mr.  Littleton.  Do  you  know  whether  there  was  a  general  arrange- 
ment by  which  those  payments  were  to  be  made  two  years  after  they 
had  accrued? 

Mr.  Moreland.  No,  sir.    I  know  of  no  arrangement  at  all. 

Mr.  Littleton.  The  two  smaller  checks  appear  to  be  for  $1,24^.23, 
dated  February  20,  1902,  and  that  one  is  for  "Plate  Association 
charge  for  January,  1002."  Do  you  know  what  a  Plate  Association 
charge  is? 

Mr.  Moreland.  No,  sir. 

Mr.  Lito^etox.  You  signed  one  of  them  November  1,  1900,  "  For 
cash  for  guarantee  fund."  Do  you  know  what  the  guarantee  fund 
was? 

Mr.  Moreland.  No,  sir. 

Mr.  Littleton.  Do  you  know  what  any  of  the  items  were  repre- 
sented in  the  vouchers? 

Mr.  Morei-and.  All  I  know  is  what  appears  on  the  vouchers. 

Mr.  Lltti.eton.  You  were  asked  in  the  subpoena  to  produce,  in 
addition  to  these  other  papers,  "  all  orders  drawn  in  pursuance  of  the 
agreement  of  date  November  0,  1900,  to  the  order  of  T.  Mellon  & 
Sons,  in  payment  of  any  of  the  indebtedness  arising  under  said 
agreement,  and  deposited  by  the  treasurer  in  the  said  T.  Mellon  A 
Sons'  Bank."  Do  you  laiow  about  the  fact  that  the  Plate  Associa- 
tion had  an  account  with  T.  Mellon  &  Sons'  Bank? 

Mr.  Moreland.  No,  sir. 

Mr.  Littleton.  Do  you  know  where  the  association  kept  its 
account  ? 

Mr.  Moreland.  No,  sir;  I  have  no  knowledge. 

Mr.  L1TTI.ET0N.  Mr.  King  would  keep  that  account  for  them? 
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Mr.  MoRELAND.  Mr.  Kin^  would  do  that ;  yes,  sir.   . 

Mr.  LiNDABURY.  I  have  learned  since  yesterday  that  they  kept  an 
account  also  with  the  Pittsburg  Trust  Co. 

Mr.  Wilson.  I  think  that  is  the  same  account,  transferred  from 
Mellon  &  Sons  later  to  the  Pittsburg  Trust  Co. 

The  Chair3ian.  Is  that  the  Pittsburg  Trust  Co.  or  the  Union 
Trust  Co.  ? 

Mr.  Welson.  The  Pittsburg  Trust  Co. 

The  Chairman.  Who  is  the  president  and  the  cashier  of  the  Pitts- 
burff  Trust  Co.  ? 

Mr.  Wilson.  The  president  is  James  I.  Buchanan ;  the  vice  presi- 
dent is  Charles  H.  Hayes ;  and  the  treasurer,  B.  Gregg  McKee. 

Mr.  Beall.  Do  you  know  W.  C.  Temple  ?        * 

Mr.  MoRELAND.  Yes,  sir ;  I  know  him. 

Mr.  Beall.  Were  you  acquainted  with  him  from  1900' to  1905? 

Mr.  MoRELAND.  Yes,  sir. 

Mr.  Beall.  Did  you  have  anything  to  do  with  making  monthly 
reports  to  him  about  business  transacted  by  your  company? 

Mr.  MoRELAND.  No,  sir. 

Mr.  Beall.  Do  you  know  who  made  those  reports? 

Mr.  MoRELAND.  I  am  under  an  impression  that  Mr.  King  did. 

Mr.  Beall.  You  have  seen  the  reports? 

Mr.  MoRELAND.  I  would  not  say  certainly ;  I  think,  possibly,  I  have. 

Mr.  Beall.  Can  you  give  the  committee  any  idea  what  they  con- 
tain? 

Mr.  MoRELAND.  No,  sir. 

Mr.  Beall.  Refreshing  your  recollection,  did  they  not  contain  a 
statement  of  the  amount  of  business  done  each  month  and  the  amount 
of  output? 

Mr.  MORELAND.  I  could  uot  say. 

Mr.  Beall.  Whose  duty  would  it  be  ordinarily  to  prepare  reports 
of  that  sort?    Mr.  King  would  not  do  the  clerical  work? 

Mr.  MoRELAND.  That  would  possibly  be  done  by  either  our  order 
department  or  the  accounting  department — possibly  the  accounting 
department. 

Mr.  Gardner.  The  auditing  department  or  order  department? 

Mr.  Moreland.  Order  or  accounting  department.  I  think  it  would 
be  the  accounting  department. 

Mr.  LiNDABTjRY.  I  think  those  accounts  are  all  here.  Witnesses 
have  them,  and  so  you  will  have  the  originals. 

Mr.  Young.  Are  they  all  here  for  Jones  &  Laughlin  ? 

Mr.  LiNDABURY.  I  mean  Mr.  King  got  the  reports  from  all  the 
members,  and  then  tabulated  them  and  sent  them  out,  as  stated  yes- 
terday. They  are  not  all  of  them  here,  but  duplicates  of  all  of  them 
are  here ;  that  is,  those  sent  to  some  of  the  people  who  are  witnesses, 
and  you  will  have  a  full  set  of  the  reports. 

The  Chairman.  You  spoke  of  Mr.  King  being  in  Brussels. 

Mr.  Moreland.  He  was  in  Brussels. 

The  Chairman.  A  delegate  to  the  conference? 

Mr.  Moreland.  I  do  not  laiow  whether  he  was  a  delegate  or  not. 
I  know  he  attended  the  conference. 

The  Chairman.  The  vice  president  of  the  company  with  which 
you  are  associated? 

Mr.  Moreland.  Yes,  sir. 
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The  Chairman.  Who  appoints  the  delegates  to  Brussels  from  this 
country? 
Mr.  MoRELAND.  I  do  not  know. 

The  Chairman.  He  is  one  of  those  international-agreement  fellows 
now? 

Mr.  MoRELAND.  He  is  over  there. 

The  Chairman.  Do  you  Imow  whether  he  took  a  copy  of  this  con- 
tract when  he  went  ? 

Mr.  M0REI.AND.  I  do  not. 

Mr.  Young.  Just  a  moment.  Mr.  Moreland,  I  notice  that  for  the 
year  1902  the  rate  per  pound  on  these  overshipments  and  undership- 
ments  was  two-tenths  of  a  cent,  while  for  the  latter  years  it  is  one- 
tenth  of  a  cent  per  pound.    Do  you  know  why  the  change  was  made? 

Mr.  Moreland.  No,  sir. 

Mr.  Young.  Do  you  remember  anything  about  it? 

Mr.  Moreland.  No,  sir. 

Mr.  Young.  Do  you  know  whether  at  that  time  the  rate  was  0.35 
cent  per  pound  ? 

Mr.  Moreland.  No,  sir ;  I  have  no  recollection  of  it. 

Mr.  Young.  You  say  you  knew  that  there  was  some  sort  of  an 
association,  but  you  did  not  know  the  particulars? 

Mr.  Moreland.  Yes,  sir. 

Mr.  Young.  And  you  knew  that  Jones  &  Laughlin  were  parties 
to  it? 

Mr.  Moreland.  Yes,  sir;  from  the  records  passing  through  my 
hands. 

Mr.  Young.  They  received  regularly  statements  of  the  sales  of 
other  companies? 

Mr.  Moreland.  I  would  not  know  that 

Mr.  Young.  Where  would  those  go  ? 

Mr.  Moreland.  If  there  were  any,  they  would  go  to  Mr.  King. 

Mr.  Young.  Why  to  Mr.  King? 

Mr.  Moreland.  because  he  was  the  head  of  our  sales  department. 

Mr.  Young.  ThOT  would  go  to  the  head  of  the  sales  department? 

Mr.  Moreland.  Yes,  sir. 

Mr.  Young.  Were  you  the  custodian  of  all  the  records  of  the  com- 
pany ? 

Mr.  Moreland.  Not  of  the  sales  department;  only  possibly  a  con- 
tract or  two,  a  few  contracts  of  years'  standing  go  to  the  sales  de- 
partment 

Mr.  Young.  You  remember  of  this  matter  being  closed  out  in 
February,  1905  ? 

Mr.  MORELAND.  I  have  no  recollection  of  that,  except  that  the 
books  show  it. 

Mr.  Young.  Have  you  not  any  reccJllection  as  to  what  reasons  led 
up  to  a  change  at  that  time  ? 

Mr.  Moreland.  No,  sir. 

Mr.  Gardner.  Do  you  know  what  other  companies  were  in  the 
Plate  Association  ? 

Mr.  Moreland.  No,  sir ;  I  have  no  knowledge. 

Mr.  Gardner.  In  answering  Mr.  Beall,  you  said  that  you  knew 
that  Mr.  King  had  made  eertam  reports  to  Mr.  Temple? 

Mr.  Moreland.  I  think  I  said  that  it  was  my  impression  that  he 
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Mr!  Qasdner.  You  know  that  somebody  from  your  company  made 
reports  to  Mr.  Temple  ? 

Mr.  MoRELAND.  I  think  possibly  they  did. 

Mr.  Gabdner.  Do  you  not  know  it  to  the  best  of  your  knowledge 
and  belief? 

Mr.  MoRELAND.  I  would  think  they  did.  I  would  not  like  to  say 
positive^,  but  I  think  they  were  made. 

Mr.  X  OUNG.  There  would  be  no  basis  for  making  the  payments, 
unless  reports  were  made? 

Mr.  MORELAND.  That  is  the  reason  I  say  that  I  was  under  the 
impression. 

Mr.  Wilson.  May  I  inquire  whether  Mr.  Moreland  will  be  needed 
further  ? 

The  Chairman.  You  are  the  attorney  for  the  Jones  &  Laughlin 
Steel  Co.  and  Mr.  Moreland? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Have  you  any  objection  to  having  the  representa- 
tives of  this  committee  examine  the  minutes  of  your  company  ? 

Mr.  WnJBON.  I  hardly  know  how  to  answer  that  question.  I  would 
not  like  to  answer  it  without  some  conference  with  Mr.  Jones. 

The  Chairman.  All  right 

Mr.  Wilson.  I  will  speak  with  Mr.  Jones,  if  you  desire. 

The  Chairman.  I  do  not  know  that  we  will  want  to  do  that,  even 
if  we  have  the  authority. 

Mr.  Wilson.  Very  well. 

The  Chairman.  Mr.  Huston,  will  you  please  take  the  stand  ? 

STATEMENT  OF  A.  F.  HUSTON. 

(The  witness  was  duly  affinned  by  the  chairman.) 
Mr.  Beall.  You  are  connected  with  the  Lukens  Iron  &  Steel  Co.  ? 
Mr.  Huston.  Yes.  sir. 

Mr.  Beall.  How  long  have  you  been  connected  with  it  ? 
Mr.  Huston.  Well,  for  89  jears ;  about. 
Mr.  Beall.  In  what  capacity  now? 
Mr.  Huston.  I  am  president. 

Mr.  Beall.  What  relation  did  you  bear  to  it  in  1900  ? 
Mr.  Huston.  I  was  the  president. 

Mr.  Beall.  Did  you  ever  see  an  agreement  like  that  before,  Mr. 
Huston  ?     [Handing  witness  copy  of  printed  affreement.] 
Mr.  Huston  (after  examining  agreement) .  i  es,  sir. 
Mr.  Beall.  Who  prepared  that  agreement? 
Mr.  Huston.  I  do  not  know,  sir. 
Mr.  Beall.  When  did  you  ftrst  see  it? 
Mr.  Huston.  When  it  came  from  the  printer. 
Mr.  Beall.  Who  carried  it  to  the  printer? 
Mr.  Huston.  You  mean  the  manuscript? 
Mr.  Beall.  Yes,  sir. 

Mr.  Huston.  I  can  not  say.    I  pjresume  I  sent  it  by  messenger. 
Mr.  Beall.  Where  did  you  get  it? 
Mr.  Huston.  I  can  not  say  who  I  received  it  from. 
Mr.  Beall.  Did  you  receive  it  by  mail  ? 
Mr.  Huston.  Very  likely. 
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Mr.  Beall.  What  was  your  impreasion  as  to  who  yon  received  it 
from? 

Mr.  Huston.  I  suppose  I  received  it  frcxn  the  secretary. 

Mr.  Beall.  The  secretary  of  what  ? 

Mr.  Huston.  The  association  referred  to. 

Mr.  Beall.  Who  was  the  secretary,  Mr.  Temple  f 

Mr.  Huston.  William  C.  Temple. 

Mr.  Beall.  Called  in  this  agreement  the  commissioner,  I  believe. 
Before  you  saw  this  manuscript,  had  you  heard  anjrthing  about  the 
contemplated  organization  of  an  association  of  this  kind? 

Mr.  Huston.  Before  I  saw  it? 

Mr.  Beall.  Yes,  sir. 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  Had  you  taken  part  in  a  conference  looking  to  the 
ornnization  ? 

Mr.  Huston.  Yes,  sir;  I  did. 

Mr.  Beall.  Where  ? 

Mr.  Huston.  In  New  York. 

Mr.  Beall.  With  whom? 

Mr.  Huston.  The  parties  mentioned. 

Mr.  Beall.  Representatives  of  all  these  concerns? 

Mr.  Huston.  Yes,  sir;  as  far  as  I  recall. 

Mr.  Beall.  When  was  the  conference? 

Mr.  Huston.  Sometime  in  the  fall  of  1900, 1  think. 

Mr.  Beall.  Can  you  recall  now  the  names  of  any  of  the  gentlemen 
who  took  part  in  that  conference?  Who  represented  the  Carnegie 
Steel  Co.? 

Mr.  Huston.  Mr.  Schwab. 

Mr.  Beall.  Who  represented  your  company ;  you  did  ? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  Who  represented  the  Jones  &  Laughlin  Co.  ? 

Mr.  Huston.  Willis  King,  I  think. 

Mr.  Beall.  And  the  Illinois  Steel  Co.? 

Mr.  Huston.  Mr.  Buffington  was  the  common  representative,  and'. 
I  presume  he  was  there. 

Mr.  Beall.  And  the  Crucible  Steel  Co.  ? 

Mr.  Huston.  W.  C.  Park. 

Mr.  Beall.  And  the  Otis  Steel  Co.  ? 

Mr.  Huston.  I  think  Mr.  Bartol. 

Mr.  Beall.  And  the  Tidewater  Steel  Co.  ? 

Mr.  Huston.  I  can  not  recall  the  name  of  the  then  president. 

Mr.  Beall.  You  represented  your  company  ?  » 

Mr.  Huston.  I  did. 

Mr.  Beall.  And  the  Worth  Bros.  Ce.  ? 

Mr.  Huston.  William  P.  Worth. 

Mr.  Beall.  And  the  Central  Iron  &  Steel  Co.? 

Mr.  Huston.  Mr.  G.  M.  McCauley,  at  that  time,  since  deceased.. 

Mr.  Beall.  And  the  American  Steel  &  Wire  Co.? 

Mr.  Huston.  I  think  Mr.  Hirsh. 

Mr.  Beall.  And  the  Glasgow  Iron  Co.  ? 

Mr.  Huston.  Probably  Mr.  Shoemaker. 

Mr.  Beall.  Where  did  you  meet  in  New  York?: 

Mr.  Huston.  Where? 
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Mr.  Beall.  Yes,  sir. 

Mr.  Huston.  I  think  it  was  at  one  of  the  hotels. 

Mr.  Beall.  What  hotel  ? 

Mr.  Huston.  The  Waldorf,  as  I  recall. 

Mr.  Beall.  That  was  in  the  autumn  of  1900? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  How  long  before  this  agreement  was  printed? 

Mr.  Huston.  I  can  not  recall,  probably  not  more  than  a  month, 
though  I  can  not  state  that  positively. 

Mr.  Beall.  What  was  that  meeting  for  ? 

Mr.  Huston.  That  meeting  was  to  try  to  avoid  destructive  com-, 
petition,  and  to  put  it  plainly,  I  may  state  here,  if  you  please,  that 
we  had  gone  through  during  1899 — ^we  did  have  some  active  business 
prior  to  that— we  had  a  period  of  destructive  competition,  and  I  shall 
never  forget  the  years  from  1892  to  1896,  when  common  labor  was 
90  cents  to  $1  a  aay,  and  steel  plates  were  less  than  a  cent  a  pound 
about  that  time  and  they  counted  ore  and  coal  as  worthless  m  the 
ground,  did  not  count  the  cost  in  the  ground,  and  when  9  out  of  every 
10  men  in  the  steel  business  failed.  So  this  was  an  effort  at  life- 
saving,  to  establish  and  maintain  reasonable  rates.  The  rates  were 
put  up  slightly.  Then  ag^in,  in  1904,  when  there  was  a  depression,, 
prices  were  put  down.  There  were  times  when  the  market  price, 
the  supply-and-demand  price,  ran  the  price  up  many  dollars  above 
the  price  fixed  by  the  Plate  Association,  but  the  price  remained  at 
that  point.  Some  of  the  independents  got  extras  where  they  could 
make  quick  delivery.  I  will  say  for  the  corporation  that  to  my  best 
knowledge  and  belief  they  never  charged  a  cent  above  the  price, 
although  they  could  have  had  probably  ^  or  $10  a  ton. 

Mr.  IJeall.  You  mean  your  corporation  ? 

Mr.  Huston.  No;  the  United  States  Steel  Corporation. 

Mr.  Beall.  When  was  your  company  organized! 

Mr.  Huston.  In  1890 ;  it  was  a  partnership  prior  to  that. 

Mr.  Beall.  What  was  the  capital  stock  in  1890,  at  the  time  youi 
organized  ? 

5fr.  Huston.  $500,000  capital. 

Mr.  Beall.  Did  you  have  property  to  represent  that  valuation  ? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  What  was  the  capital  stock  in  1900? 

Mr.  Huston.  It  is  still  the  same  to-day;  it  has  never  been  changed. 

Mr.  Beall.  What  is  the  property  worth  now? 

Mr.  Huston.  The  accumulated  profits  were  carried  on  as  surplus 
and  were  not  capitalized — simply  carried  as  surplus.  We  are  a  close; 
corporation — it  is  a  family  affair. 

Mr.  Beall.  What  is  your  property  worth  now  ? 

Mr.  Huston.  That  would  be  a  matter  of  opinion. 

Mr.  Beall.  Well,  what  is  your  opinion? 

Mr.  Huston.  I  should  say  the  property  w^as  worth — well,  I  can 
say  that  many  years  ago  we  had  an  offer  to  sell  for  $8,000,000. 

Mr.  Beall.  How  many  years  ago? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beali..  What  was  it  worth  in  1900  i 

Mr.  Huston.  I  can  not  say. 

Mr.  Beall.  How  soon  after  1900  were  you  offered  $8,000,000? 
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Mr.  Huston.  No  ;  I  can  not  say  that  we  were  offered  $8,000,000. 
Perhaps  I  can  answer  your  question  better  by  saying  .that  according 
to  my  best  recollection  the  book  value  is  something  over  $6,000,000. 

Mr.  Beall.  The  book  value  is  something  over  $6,000,0001 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  What  is  the  stock  worth,  what  is  it  selling  atf 

Mr.  Huston.  There  has  been  no  stock  sold  for  a  long,  long  time. 

Mr.  Beall.  What  has  been  the  asking  price  ? 

Mr.  Huston.  No  asking  or  selling.  U  is  a  close  corporation,  and 
no  stock  has  changed  hands  for  years,  to  the  best  of  my  knowledge. 

Mr.  Beall.  You  were  incorporated  in  1890! 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  With  $500,000  of  capital  stock? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  And  you  had  property  at  that  time  that  represented 
the  $500,000? 

Mr.  LiNDABURY.  I  did  not  understand^  the  witness  to  say  that. 

Mr.  Beall.  That  is  what  I  asked  him,  if  he  had  the  property 
representing  the  $500,000.  Was  $500,000  the  value  of  the  proper^ 
you  put  into  the  corporation  in  1890? 

Mr.  Huston.  To  tne  best  of  my  knowledge  and  belief. 

Mr.  Gardner.  Is  that  the  full  value? 

Mr.  Huston.  I  can  not  answer  now  the  basis  on  which  that  was 
arrived  at.    I  would  have  to  examine  the  records. 

Mr.  Beall.  Soon  after  1900,  you  say,  that  it  was  estimated  to  be 
worth  $8,000,000? 

Mr.  Huston.  No  ;  I  did  not  say  that.  I  said  there  was  a  proposi- 
tion to  close  at  that,  but  it  did  not  go  through. 

Mr.  Beall.  Did  the  proposition  come  from  the  corporation  or  to 
the  corporation? 

Mr.  Huston.  Neither.  We  never  had  a  proposition  from  the  cor- 
poration ;  they  never  tried  to  buy. 

Mr.  Beall.  I  did  not  mean  the  United  States  Steel  Corporation. 
Was  that  a  proposition  made  by  your  company? 

Mr.  Huston.  No,  sir.  It  was  more  an  effort  at  consolidation,  but 
the  matter  dropped.  Nothing  came  of  it.  I  see«  perhaps^  what 
you  are  driving  at  now.    That  would  not  be  a  basis  tor  valuation. 

Mr.  Beall.  What  would  be  an  estimate  of  the  value  of  that 
property  in  1900? 

Mr.  Huston.  I  do  not  know,  sir. 

Mr.  Beall.  How  many  million  dollars? 

Mr.  Huston.  I  do  not  know,  sir. 

Mr.  Beall.  Would  it  be  as  much  as  $5,000,000? 

Mr.  Huston.  No,  sir ;  I  do  not  think  so.    I  do  not  know. 

Mr.  Beall.  Would  it  be  as  much  as  $4,000,000? 

Mr.  Huston.  It  is  purely  conjectural;  I  can  not  answer  offhand 
about  that. 

Mr.  Beall.  If  it  was  anything  like  that,  an  increase  from  $500,000 
to  $3,000,000  or  $4,000,000  in  10  years,  that  would  not  show  such  a 
period  of  depression? 

Mr.  Huston.  No  ;  I  can  say  it  was  not  that  much ;  I  would  be  very 
sure  of  it. 

Mr.  Beall.  Come  down,  now,  to  what  you  think  it  was. 

Mr.  Huston.  It  is  purely  conjectural. 
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Mr.  Bball.  As  president  of  the  company,  you  have  some  idea  of 
the  value  of  that  corporation? 
Mr.  Huston.  But  tnat  is  speaking  of  various  periods,  and  I  do  not 

Brnovy 

Mr.  Btsall.  How  long  after  1900  was  it  that  this  proposition  of 
consolidation  was  made,l)y  which  it  was  proposed  to  take  m  the  com- 
pany at  $8,000,000? 

Mr.  Huston.  How  long  after  what? 

Mr.  Beall.  1900. 

Mr.  Huston.  A  year  or  two,  I  suppose. 

Mr.  Beall.  How  many  men  were  employed  by  you  in  1890 — ^have, 
you  any  idea? 

Mr.  Huston.  In  1890? 

Mr.  Beall.  Yes,  sir. 

Mr.  Huston.  I  can  not  answer  that  (question  offhand. 

Mr.  BEAUi.  Could  you  approximate  it? 

Mr.  Huston.  No,  sir. 

Mr.  BEAiiL.  Did  you  have  a  larger  number  in  1900  ? 

Mr.  Huston.  Yes,  sir ;  we  put  up  some  new  mills. 

Mr.  Beall.  Was  your  output  very  much  greater  in  1900  than  in 
1890? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  These  mills  that  you  put  up,  did  you  put  them  up  out 
of  the  profits  that  accrued  from  the  business  ? 

Mr.  Huston.  Partly  on  that,  and  some  money  was  borrowed. 

Mr.  Beall.  Do  you  know  what  proportion  represented  the  surplus 
or  profits? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beall.  Was  it  a  large  part  of  it  or  a  small  part? 

Mr.  Huston.  A  considerable  part  of  the  profits ;  yes,  sir. 

Mr.  Beall.  I  mean  the  cost  of  the  new  mills ;  were  they  paid  for 
very  largely  out  of  the  profits  of  the  concern  ? 

Mr.  Huston.  At  that  time  ? 

Mr.  Beall.  The  mills  you  put  up  in  1900? 

Mr.  Huston.  Yes,  sir;  I  presume  they  were. 

Mr.  Beall.  You  had  been  doing  a  profitable  business  from  1890 
to  1900? 

Mr.  Huston.  Part  of  the  time. 

Mr.  Beall.  What  part  of  the  time? 

Mr.  Huston.  1899,  as  I  said^  was  an  active  year,  and  it  was  prob- 
ably the  best  year  in  our  experience. 

Mr.  Beall.  How  about  1900  ? 

Mr.  Huston.  In  1900  business  slumped  off  badly,  and  it  looked 
like  going  to  the  dogs  again. 

Mr.  Beall.  That  was  1900? 

Mr.  Huston.  Yes,  sir. 

Mr.  BealL.  What  kind  of  labor  do  you  employ  in  your  mill  ? 

Mr.  Huston.  We  have  some  American  labor,  we  have  some  Poles 
and  Hungarians,  some  Germans,  and  very  few  Italians,  if  any. 

Mr.  Beall.  About  how  many  men  have  you  employed  now  ? 

Mr.  Huston.  I  should  guess  about  fifteen  or  sixteen  hundred.  We 
are  not  running  full;  it  is  a  dull  period. 

Mr.  Beall.  How  many  Americans  have  you  in  the  mills  now  ? 
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Mr.  HuBTON.  I  can  not  answer  that.  We  have  quite  a  number 
of  Americans. 

Mr.  Beall.  What  per  cent,  can  you  form  any  idea  ? 

Mr.  Huston.  I  do  not  know. 

Mr.  BsAiJii.  As  much  as  10  per  cent  ? 

Mr.  Huston.  Much  more. 

Mr.  Beall.  As  much  as  20  per  cent? 

Mr.  Huston.  It  is  purely  conjectural. 

Mr.  Beall.  We  have  no  basis  of  knowledge  at  all. 

Mr.  Huston.  When  it  comes  to  giving  statistics  offhand,  it  is 
very  difficult. 

Mr.  Beall.  I  appreciate  that,  but  can  you  not  approximate  it? 

Mr.  Huston.  I  snould  guess  that  one-half  of  the  men  were  Ameri- 
can&  Well,  if  you  mean  German- Americans  and  Iri^- Americans — 
you  mean  American-born  ? 

Mr.  Beall.  Well,  take  up  first  American-bom. 

Mr.  Huston.  I  presume  much  more  than  half  are. 

Mr.  Gabdner.  American  citizens? 

Mr.  Beall.  American  citizens? 

Mr.  Huston.  I  think  much  more  than  half  are  American  citizens. 

Mr.  Beall.  When  you  went  into  this  agreement  in  about  1900, 
the  employees  in  your  mills  were  almost  entirely  Americans,  were 
they  not? 
*  Mr.  Huston.  No.  sir ;  not  almost  entirely. 

Mr.  BsALU  At  tnat  time  there  was  a  much  larger  percentage  of 
American  labor  than  now? 

Mr.  Huston.  I  can  not  answer  that  question,  sir. 

Mr.  Beall.  And  since  1900  you  have  been  trying  to  employ  labor 
as  cheaply  as  you  could,  getting  the  cheapest  possible  labor? 

Mr.  Huston.  No,  sir ;  we  do  not  count  the  cheapest  labor  the  best 
labor. 

Mr.  Beall.  What  do  you  pay — what  is  the  rate  of  wages  ? 

Mr.  Huston.  Ordinary  labor  is  paid  from  $1.35  to  ^,  according 
to  the  ability  of  the  man,  and  skilled  labor  is  paid  much  higher. 

Mr.  Beall.  What  is  the  highest  price  that  you  pay  skilled  labor? 

Mr.  Huston.  I  suppose  in  the  manufacture 

Mr.  LiNDABURY.  I  think  I  ought  to  enter  an  objection  to  this  line 
of  inquiry,  as  quite  outside  of  the  resolution  of  the  House  of  Repre- 
sentatives, as  I  understand  it. 

The  Chairman.  It  has  to  do  with  the  cost.  This  man  is  an  inde- 
pendent absolutely,  and  his  testimony  will  not  affect  the  United 
States  Steel  Corporation. 

Mr.  Huston.  It  seems  to  me  that  we  ought  to  stick  to  the  point 
in  question.    If  I  do  not  have  to  answer  such  questions 

The  Chairman.  I  am  the  judge  of  it,  and  not  Mr.  Lindabury. 

Mr.  Huston.  Certainly. 

Mr.  Beall.  What  is  the  highest  price  that  you  pay  to  skilled  labor? 

Mr.  Huston.  I  can  not  answer  that  positively,  but  I  should  guess 
about  $6  a  day  for  steel  manufacture. 

Mr.  Beall.  That  is  the  highest  type  of  skilled  labor  ? 

Mr.  Huston.  I  will  not  say  that.  That  is  a  guess  on  my  part  I 
am  not  in  the  operating  department  of  the  work.  My  brother  looks 
after  that.    So  1  can  not  answer  that  oflhand. 
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Mr.  Beall.  At  the  time  you  met  in  New  York,  did  you  have  an 
attoruOT  with  you  ? 

Mr.  HtTSTON.  No,  sir;  not  that  I  recollect. 

Mr.  Beall.  Were  you  not  in  consultation  with  some  attorney  ? 

Mr.  Huston.  I  do  not  recollect  any. 

Mr.  Beall.  Did  you  have  advice  from  some  attorney? 

Mr.  Huston.  They  may  have  been  advice. 

Mr.  Beall.  You  would  not  enter  into  this  form  of  an  agreement 
without  being  advised  by  somebody? 

Mr.  Huston.  There  may  have  been  advice  taken,  but  I  was  not 
present. 

Mr.  Beall.  Do  you  know  who  prepared  this  agreement? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  Was  somebody  designated  by  the  conference  to  pre- 
pare it? 

Mr.  Huston.  I  do  not  recall  that  there  was. 

Mr.  Beall.  Do  you  have  any  idea  how  it  happened  to  be  pre- 
pared? 

Mr.  Huston.  I  presume  by  some  of  the  members,  but  I  do  not 
know  who. 

Mr.  Beall.  You  think  that  some  of  the  members  who  were  in  at- 
tendance upon  this  conference  did  the  actual  work  of  preparing  this 
agreement? 

Mr.  Huston.  I  do  not  know^  sir. 

Mr.  Beall.  Was  nothing  said  about  who  prepared  it  ? 

Mr.  Huston.  There  may  have  been,  but  1  do  not  recall  it. 

Mr.  Beall.  Why  was  the  copy  sent  to  you  ? 

Mr.  Huston.  I  was  just  asked  to  have  it  printed. 

Mr.  Beall.  Who  asked  you  ? 

Mr.  Huston.  I  do  not  Imow.  As  I  said  a  moment  ago,  I  can  not 
testify  at  this  late  date. 

Mr.  Beall.  Do  you  know  why  a  copy  would  be  sent  down  to  you 
from  New  York — ^you  live  at  Coatesviile? 

Mr.  HuarroN,  Yes,  sir. 

Mr.  Beall.  Do  you  know  why  it  was  seat  to  you  to  be  printed? 

Mr.  Huston.  It  might  have  been  handed  to  me  when  in  New  York. 
I  do  not  remember  how  I  ^t  it 

Mr.  Beall.  But  you  did  receive  it  with  instructions  to  have  it 
printed? 

Mr.  Huston,  Yes,  sir. 

Mr.  Beall.  And  you  sent  it  to  Mr.  Kauffman  to  have  it  printed  ? 

Mr.  Huston.  Yes,  sir.  That  would  be  the  natural  thing  if  I  were 
to  have  it  printed. 

Mr.  Beall.  I  am  not  complaining  of  your  selection.  This  is  as  it 
came  from  the  printer? 

Mr.  Huston,  Yes,  sir. 

Mr.  Beall.  After  you  received  it  from  the  printer,  what  did  you 
do  with  it? 

Mr.  HuBTON.  The  copies  were  sent  out. 

Mr.  Beall.  To  whom  ? 

Mr.  Huston.  To  each  of  those  mentioned  there. 

Mr.  Beall.  For  what  purpose? 

Mr.  HuanroN.  For  consideration ;  to  look  it  over. 

Mr.  Beall.  And  what  else  ? 
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Mr.  Huston,  What  else?      « 
Mr.  BsALL.  Yes ;  what  other  purpose  ? 
Mr.  Huston.  And  if  it  was  considered  proper  to  sign  it. 
Mr.  BsAUi.  It  had  been  already  considerea  ? 
Mr.  Huston.  I  do  not  think  it  had  been  submitted. 
Mr.  Beall.  That  is,  the  manuscript  copy  of  the  actual  agreement 
had  not  been  submitted  to  the  parties  ? 
Mr.  Huston.  I  do  not  think  so. 

Mr.  BEAiiL.  At  the  conference  you  had  agreed  among  yourselves 
as  to  what  kind  of  an  association  you  would  form  ? 
Mr.  Huston.  I  think  so. 

Mr.  Beall.  And  you  had  agreed  generally  as  to  the  terms  of  it? 
Mr.  Huston.  I  suppose  so. 

Mr.  Beall.  Had  you  agreed  as  to  the  percentages  of  the  output 
that  each  man  was  to  control? 
Mr.  Huston.  I  think  so. 
Mr.  Beall.  Had  you  agreed  on  the  officers? 

Mr.  Huston.  I  do  not  recall  at  that  time  whether  we  had  or  not. 
Mr.  Beall.  Did  you  have  more  than  one  meeting? 
Mr.  Huston.  Yes. 

Mr.  Beall.  Where  did  you  meet  the  next  time  ? 
Mr.  Huston.  At  the  same  place. 
Mr.  Beall.  Were  the  same  parties  present? 

Mr.  Huston.  I  can  not  say.  Of  course  in  a  general  way  they 
were.    There  might  have  been  some  differences. 

Mr.  Beall.  Had  the  agreement  been  prepared  then — the  manu- 
script of  it? 
Mr.  Huston.  I  do  not  think  it  had  at  the  second  meeting. 
Mr.  Beall.  At  that  second  meeting  was  any  attorney  present  ad- 
vising you  ? 
Mr.  Huston.  I  think  not.    ^ 

Mr.  Beall.  So  far  as  your  recollection  goes  was  there  any  reference 
to  any  attorney? 
Mr.  Huston.  I  do  not  recall  any. 

Mr.  Beall.  Was  there  any  statement  made  as  to  who  was  to  pre- 
pare the  agreement  at  that  meeting? 
Mr.  Huston.  There  may  have  been,  but  I  can  not  recollect. 
Mr.  Beall.  Have  j^ou  any  recollection  of  any  such  statement? 
Mr.  Huston.  No,  sir. 

Mr.  Beall.  Did  you  have  another  meeting? 

Mr.  Huston.  There  were  meetings  held  •at  different  periods  after- 
wards, but  I  do  not  know  how  many  were  required  before  this  was 
TTiadp  oDcrative 
Mr.  Beall.  Mr.  Schwab  was  at  that  meeting,  was  he  not  ? 
Mr.  Huston.  Yes.  . 

Mr.  Beall.  At  that  meeting  did  not  Mr.  Schwab  say  something  to 
the  effect  that  he  would  have  certain  attorneys  prepare  this  agree- 
ment? 
Mr.  Huston.  I  do  not  know.    I  do  not  recall  it. 
Mr.  Beall.  That  he  would  have  the  attorney  for  the  Carnegie  Co. 

prepare  it  ? 

Mr.  Huston.  I  do  not  recall  it. 

Mr.  Beall.  How  many  meetings  did  you  say  you  had  before  you 
received  the  manuscript  of  the  agreement? 
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Mr.  Huston.  I  say  there  may  have  been  three,  but  I  do  not  recall 
but  two.  I  do  not  recall  but  two,  but  there  may  have  been  three, 
before  this  was  gotten  out 

Mr.  Beall.  When  you  sent  this  agreement  around  to  these  diflPer- 
ent  companies,  you  say  it  was  for  consideration?  It  was  also  to  be 
simed  hv  them,  was  it  not  ? 

Mr.  Huston.  I  presume  so. 

Mr.  Beall.  Do  you  not  know  so? 

Mr.  Huston.  I  do  not  recall  now.    I  presume  it  was  to  be  signed. 

Mr.  Beall.  Do  you  not  know  that  that  was  your  purpose  in  send- 
ing it,  that  they  were  expected  to  sign  it? 

Mr.  Huston.  I  tliink  so.  • 

Mr.  Beall.  Did  your  companv  ever  sign  one  of  them  ? 

Mr.  Huston.  I  do  not  remember  ever  siting  it. 

Mr.  Beall.  How  long  after  you  sent  this  agreement  out  to  these 
different  companies  before  it  was  recalled  ? 

Mr.  Huston.  Verv  promptly^  I  could  not  say.  Within  a  few 
davs ;  I  do  not  exactly  know  now. 

Mr.  Beall.  How  many  of  them  had  been  returned  signed  ? 

Mr.  Huston.  I  do  not  know  now.  I  got  all  that  I  had  sent  out,  as 
I  recall  it 

Mr.  Beall.  When  they  were  returned,  had  they  been  signed  ? 

Mr.  Huston.  I  think  some  had  and  some  had  not 

Mr.  Beall.  Some  had  not? 

Mr.  Huston.  As  I  recall  it 

Mr.  Beall.  Why  did  you  request  the  return  of  them  ? 

Mr.  Huston.  I  was  advised  that  the  thing — ^that  it  was  in  im- 
proper form. 

Mr.  Beall.  Advised  by  whom? 

Mr.  Huston.  I  do  not  know.  I  got  that  information;  I  do  not 
know  where  from,  now. 

Mr.  Beall.  Where  did  it  come  from  ? 

Mr.  Huston.  It  might  have  come  from  our  secretary;  I  do  not 
recall. 

Mr.  Beall.  What  was  the  nature  of  the  advice  you  received? 

Mr.  Huston.  That  the  paper  was  in  improper  form.  I  can  not 
tell  you,  now,  the  exact  wording  used  in  that 

£&.  Beall.  Did  you  understand  what  was  meant  by  improper 

form? 

Mr.  Huston.  As  I  say,  I  can  not  recall  just  how  the  framing  was. 

Mr.  Beall.  What  did  you  understand  by  the  statement  that  it  was 
improper  form? 

Mr.  Huston.  Well,  that  it  needed  to  be  changed.  They  wanted  to 
write  another  one  in  different  form*  ' 

Mr.  Beall.  Was  it  the  understanding  that  just  the  proper  verbiage 
had  not  been  used,  or  that  it  failed  to  include  all  the  elements  of  the 
agreement,  or  that  some  of  them  were  improperly  expressed,  and  did 
not  represent  what  you  had  agreed  on  ?    Was  that  it  ? 

Mr.  Huston.  I  do  not  think  there  was  anything  added  to  it,  but 
I  think  probably  there  were  changes  made  in  it.  I  do  not  recollect 
what  now. 

Mr.  Beall.  Do  you  know,  in  a  general  way,  what  objection  there 
was  to  this  agreement  as  you  had  it  printed  ? 

Mr.  Huston.  No ;  I  do  not. 
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Mr.  Beall.  Was  it  regarded  as  illegal  ?    Was  that  the  objection  to 
it? 

Mr.  Huston.  I  do  not  recollect  now.    There  may  have  been  such  a 
remark  made.  ^ 

Mr.  Beall.  But  whatever  the  objection  was,  it  induced  you  to  ask 
that  all  these  copies  be  returned? 

Mr.  Huston,  i  es. 

Mr.  Beall.  How  many  did  you  have  printed  originally? 

Mr.  Huston.  I  do  not  know.    There  were  a  number  of  extras  that 
were  not  sent  out 

Mr.  Beall.  Those  extras  were  in  your  office? 

Mr.  Huston.  No.  • 

Mr.  Beall.  Where  were  they? 

Mr.  Huston.  They  were  at  that  time,  I  presume. 

Mr.  Beall.  They  were  at  that  time? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  Well,  after  these  that  you  had  sent  out  had  been  re- 
turned, what  did  you  do? 

Mr.  Huston.  They  were  returned,  and  they  were  destroyed. 

Mr.  Beall.  How  did  you  destroy  them  ? 

Mr.  Huston.  They  were  probably  burned. 

Mr.  Beall.  Who  burned  them?^ 

Mr.  Huston.  I  do  not  recollect  just  who  burned  them. 

Mr.  Beall.  Were  they  burned  under  your  direction? 

Mr.  Huston.  Very  liKely. 

Mr.  Beall.  Why  were  they  burned? 

Mr.  Huston.  Because  another  was  to  take  its  place. 

Mr.  Beall.  Well,  why  did  you  resort  to  that  particular  method 
of  destroying  them  ? 

Mr.  Huston.  I  suppose  it  is  the  easiest  way  to  destroy  a  bunch  of 
papers. 

Mr.  Beall.  Is  that  the  usual  way? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Of  destroying  waste  papers  in  your  office  ? 

Mr.  Huston.  Yes;  we  generally  burn  the  waste  papers.    We  do 
not  want  them  to  fly  around  indiscriminately. 

Mr.  Beall.  Did  you  bum  all  that  were  in  your  office  ? 

Mr.  Huston.  Yes ;  and  we  sent  down  to  the  printing  office. 

The  Chairman.  Who  was  it  that  went  down  to  the  printing  office 
to  see  if  there  were  any  copies  left  there? 

Mr.  Huston.  I  think  Mr.  Van  Ormer. 

Mr.  Beall.  You  think  Mr.  Van  Ormer? 

Mr.  Huston.  Probably  so. 

Mr.  Beall.  Who  told  him  td  go? 

Mr.  Huston.  I  probably  did. 

Mr.  Beall.  What  instructions  did  you  give  him? 

Mr.  Huston.  I  told  him  to  get  all  the  copies  there. 

Mr.  Beall.  To  get  all  the  copies? 
Mr.  Huston.  Yes. 

Mr.  Beall.  As  a  matter  of  fact,  you  were  extremely  anxious  to  get 
all  these  copies  back  and  destroy  them  ? 

Mr.  Huston.  I  wanted  to  destroy  them.    I  have  understood  since 
that  the  printer  surreptitiously  retained  a  copy. 
Mr.  Beall.  Your  anxiety  was  to  have  all  of  them  destroyed  ? 
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Mr.^  Huston.  I  was  anxious  to  do  it.  I  was  acting  under  in- 
structions. 

Mr.  Beall.  Who  instructed  youf 

Mr.  Huston.  I  do  not  know  whether  the  instructions  came  from 
the  secretary,  who  sent  it  to  me,  to  ^t  them  all  back  and  destroy 
them.    I  was  not  doing  it  at  my  own  mitiatiye. 

Mr.  Beall.  Tou  received  instructions  from  somebody  to  get  all  of 
these  copies  back  and  then  destroy  themt 

Mr.  Huston.  Yes. 

Afr.  Beall.  Did  that  same  instruction  direct  you  to  destroy  themt 

Mr.  Huston.  Yes. 

Mr.  Beall.  When  Mr.  Van  Ormer  returned  from  the  printing 
office,  what  did  he  tell  you  ? 

Mr.  Huston.  I  think  he  told  me  that  he  had  gotten  them  all. 

Mr.  Beall.  Did  he  bring  back  anything? 

Mr.  Huston.  I  do  not  remember,  now,  but  I  suppose  he  did. 

Mr.  Beaix.  Did  he  tell  you  that  he  had  made  a  careful  search  of 
the  printing  office,  and  that  they  had  gotten  everything  that  he  could 
find?  .    ' 

Mr.  Huston..  He  probably  told  me  that  he  could  not  search  there 
personally,  very  likely;  he  had  to  take  the  word  of  Mr.  Kauffman 
that  he  had  gotten  every  one. 

Mr.  Beall.  Did  he  tell  you  that  he  had  gone  into  the  wastebaskets 
for  them  f 

Mr.  Huston.  I  do  not  recall  anything  of  that  kind. 

Mr.  Beall.  When  was  your  next  agreement  signed?  When  Mr. 
Van  Ormer  came  back  he  turned  whatever  he  secured  at  the  printing 
office  over  to  you  ? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  And  that,  together  with  what  remained  in  your  office, 
and  those  that  had  been  returned,  were  all  burned? 

Mr.  Huston.  I  think  so. 

Mr.  Bealu  When  did  you  have  the  next  agreement  prepared  ? 

Mr.  Huston.  I  do  not  know  just  how  long  after  that  it  was ;  prob- 
ably not  very  long. 

Mr.  Beall.  The  same  month? 

Mr.  Huston.  I  think  it  was  within  a  month. 

Mr.  Beall.  Where  was  it  prepared  ? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beall.  Did  you  see  a  copy  of  it  ? 

Mr.  Huston.  I  saw  one ;  yes. 

Mr.  Beall.  Was  it  sent  to  yon? 

Mr.  Huston.  No. 

Mr.  Beall.  Who  gave  it  to  you? 

Mr.  Huston.  There  was  a  meeting,  as  I  recall  it,  in  New  York, 
when  the  different  ones  saw  it  and 

Mr.  Beall.  Where  were  you  when  you  signed  it  ? 

Mr.  Huston.  In  New  York,  I  thinK. 

Mr.  Beall.  And  representatives  of  all  of  these  companies  signed 
it  at  the  same  time  you  did  ? 

Mr.  Huston.  I  do  not  know  that  they  all  did  then.  Probably  they 
might  not  have  been  there. 

Mr.  Beall.  All  those  that  were  at  that  meeting  signed  it  ? 

Mr.  Huston.  Yes. 
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Mr.  Bball.  What  attorney  was  present  when  you  then  signed  it? 

Mr.  Huston.  I  do  not  recall. 

Mr.  BEAII4.  Do  you  recall  that  any  attorney  was  present? 

Mr.  Huston.  I  do  not  think  so. 

Mr.  Bbaui.  Have  you  a  copy  of  that  agreement  now  ? 

Mr.  Huston.  No,  sir ;  nothing  that  I  could  identify  as  such. 

Mr.  Beall.  What  became  of  that  agreement  ? 

Mr.  Huston.  There  was  only  one  agreement  signed.  The  secre- 
tary, I  think,  was  given  charge  of  that — ^Mr.  Temple. 

Mr.  Beaix.  The  secretary  of  the 

Mr.  Huston.  The  association. 

Mr.  Beall.  Who  was  that? 

Mr.  Huston.  W.  C.  Temple. 

Mr.  Beall.  He  was  in  New  York  at  that  time. 

Mr.  Huston.  No;  he  was  from  Pittsburg,  I  should  say;  but  he 
came  to  New  York. 

Mr.  Bball.  Was  there  any  agreement  as  to  where  that  should  be 
deposited  f 

Mr.  Huston.  I  think  not.  «    . 

Mr.  Beall.  Do  you  know  where  it  was  deposited?    . 

Mr.  Huston.  I  do  not. 

Mr.  Beall.  Were  any  duplicates  made,  within  your  knowledge? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beall.  Was  it  printed  ? 

Mr.  Huston.  No,  sir ;  not  to  the  best  of  my  knowledge  and  belief. 
It  was  typewritten,  I  think. 

Mr.  Beall.  How  was  it  prepared? 

Mr.  Huston.  I  think  it  was  typewritten. 

Mr.  Beall.  At  the  time  this  other  one  was  prepared  and  sent  out 
for  signatures,  was  there  any  criticism  of  the  fact  that  you  had  had  it 
printed? 

Mr.  Huston.  I  do  not  remember  that  I  do  not  remember  any 
such  criticism. 

Mr.  Beall.  Did  you  hear  anybody  state  that  a  document  of  that 
sort  ou^ht  not  to  have  been  printed ;  that  it  ought  to  have  been  type- 
written? 

Mr.  Huston.  No;  I  feel  confident  that  there  was  never  any  such 
stetement  made. 

Mr.  Beall.  But,  as  a  matter  of  fact,  this  second  agreement  was  not 
printed? 

Mr,  Huston.  No^  sir. 

Mr.  Beall.  But  it  was  typewritten  and  signed  by  representatives, 
as  you  understand,  of  these  11  companies  that  are  named  in  this 
agreement  ? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  This  printed  agreement  refers  to  an  agreement  B.  Do 
you  know  anything  about  that  agreement? 

Mr.  Huston.  No;  it  probably  accompanied  it. 

Mr.  Beall.  It  accompanied  it  and  was  supposed  to  be  a  price 
agreement  ? 

Mr.  Huston.  I  do  not  know  whether  there  was  any  agreement 
called  Agreement  B. 

Mr.  Beall.  This  was  evidently  printed  and  is  marked  "Prices.'' 

Mr.  Huston.  Yes. 
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Mr.  Beall.  Over  here  in  the  body  of  it  it  talks  about  an  agree- 
ment B.    It  says : 

The  agreement  herein  made  of  percentages,  the  amount  of  the  guarantee  fund 
as  herein  provided,  and  the  agreement  to  maintain  minimum  fixed  rates  as 
covered  in  agreement  B  shall  not  be  altered,  amended,  or  changed  in  any 
respect,  except  by  the  unanimous  vote  of  all  parties  to  this  agreement 

You  do  remember  that  there  was  a  separate  agreement  that  was 
to  accompany  this? 

Mr.  Huston.  There  was  at  that  time.  I  do  not  know  what  there 
was  in  that  second  one — whether  there  was  or  not,  but  it  is  very 
possible. 

Mr.  Beall.  At  the  time  this  agreement  A  was  destroyed  was 
agreement  B  destroyed  also? 

Mr.  Huston.  I  do  not  recall  that.    Very  likely  it  was. 

Mr.  Beall.  At  the  time  you  signed  your  second  agreement  was 
there  a  second  agreement  B  prepared? 

Mr.  Huston.  1  do  not  recall  now  whether  there  was  or  not.  • 

Mr.  Beall.  Well,  there  was  some  kind  of  instruction  that  was 
supposed  to  accompany  this  agreement  that  was  signed  ? 

Mr.  Huston.  Yes.  The  agreement  was  changed,  but  I  do  not 
know  what  the 

Mr.  Beall.  The  second  one  that  you  signed  ? 

Mr.  Huston.  I  do  not  know  that  it  was. 

Mr.  Beall.  There  was  some  sort  of  an  agreement  supplemental  to 
that,  covering  the  question  of  cost,  production,  and  so  forth,  was 
there  not? 

Mr.  Huston.  I  do  not  know  that  there  was. 

Mr.  Beall.  Do  you  know  whether  that  Agreement  B  was  em- 
bodied in  this  new  agreement  that  you  signed,  so  as  to  make  just  one 
instrument? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beall.  Well,  after  that  second  agreement  was  signed  you 
operated  under  it,  did  you  not  ? 

Mr.  Huston.  Yes. 

Mr.  Beall.  For  how  long? 

Mr.  Huston.  Oh,  I  think  it  ran  until  the  latter  part  of  1904. 

Mr.  Beall.  Under  that  agreement  your  company  was  permitted 
to  produce  a  certain  percentage  of  all  the  products  of  these  11  com- 
panies, about  7i  per  cent,  I  believe  ? 

Mr.  Huston.  1  think  that  is  the  figure. 

Mr.  Beall.  Do  you  Iqiow  whether  you  conformed  to  that  from 
1900  to  the  latterpart  of  1904? 

Mr.  Huston.  We  could  not  conform  exactly.  The  figures  varied 
up  or  down,  month  by  month,  naturally. 

Mr.  Beall.  If  you  went  beyond  that  you  were  penalized? 

Mr.  HuffTON.  Yes,  sir. 

Mr.  Beall.  Did  you  pay  any  of  those  penalties  ? 

Mr.  Huston.  Yes. 

Mr.  Beall.  How  did  you  pay  them? 

Mr.  Huston.  By  check,  by  voucher. 

Mr.'  Beall.  Payable  to  wliom? 

Mr.  Huston.  Payable  to  Willis  L.  King,  treasurer. 

Mr.  Beall.  In  any  of  those  months  did  you  come  under  the  7J 
per  cent? 
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Mr.  Huston.  I  think  so. 

Mr.  Beaix.  What  occurred  in  an  instance  of  that  sort? 

Mr.  Huston.  Well,  it  was  carried  along,  the  account  was  carried 
along,  and  I  think  a  balance  was  struck  probably  at  the  end  of  the 
year,  as  near  as  I  recollect  it. 

Mr.  Beaix.  And  if  the  amount  of  ^our  penalties  exceeded  the 
other,  you  had  to  pay  Mr.  King  something? 

Mr.  Huston.  I  thmk  so. 

Mr.  Beaix.  If  the  penalty  was  less  than  what  was  due  on  account 
of  your  underproduction,  you  received  something? 

Mr.  Huston.  I  think  so. 

Mr.  Bball.  Did  you  receive  it  in  the  form  of  checks  from  Mr. 
King? 

Mr.  Huston.  I  do  not  know  that  we  ever  received  any.  We  paid 
out,  I  know ;  but  I  do  not  know  that  we  ever  received  any. 

Mr.  Beall.  Where  are  the  checks  that  you  used  in  making  theae 
payments  ? 

Mr.  Huston.  I  have  them  here.  The  treasurer  searched  for  them, 
and  he  told  me  they  were  the  only  ones  he  could  find. 

Mr.  Beall.  What  was  the  amount  of  your  original  deposit  to  this 
Plate  Association? 

Mr.  Huston.  I  think  it  was  $7,500. 

Mr.  Beall.  That  was  in  accordance  with  the  same  amount  that 
you  would  have  deposited  under  the  terms  of  this  agreement? 

Mr.  Huston.  That  is  my  recollection. 

Mr.  Beall.  Can  you  recall  in  what  way  the  new  agreement  differed 
from  this  agreement? 

Mr.  Huston.  No,  sir ;  I  do  not  recall  that,  sir. 

Mr.  Beall.  Have  you  recently  read  this  old  Agreement  A  ? 

Mr.  Huston.  No,  sir ;  I  have  not  seen  it  for  11  years,  I  believe. 

Mr.  Beall.  Is  your  recollection  good  enough  to  remember  now 
what  it  contained? 

Mr.  Huston.  No,  sir. 

Mr.  Beall  (after  examining  papers  handed  to  him  by  Mr.  Hus- 
ton). I  notice,  dated  the  15th  day  of  December,  1900,  there  is  a 
voucher  here  for  $7,500,  payable  to*  Willis  L.  King,  treasurer.  Was 
that  your  original  deposit  to  the  guaranty  fund? 

Mr.  Huston.  What  is  the  date  of  it  ? 

Mr.  Beall.  The  15th  of  December,  1900. 

Mr.  Huston.  I  think  it  is. 

Mr.  Lindabury.  Whose  check  is  that,  Mr%  Beall? 

Mr.  Beall.  This  seems  to  be  a  voucher  signed  by  Willis  L.  King, 
treasurer  Lukens  Iron  &  Steel  Co. 

Mr.  Lindabury.  That  is  what  I  meant. 

Mr.  Beall.  Iiet  me  read  this  to  you : 

Lukens  Iron  &  Steel  Co.,  Coatesvllle,  Pa.,  December  15.  1900.  No.  22,762.  To 
Willis  L.  King,  treasurer.  Pittsburg,  Pa. 

This  voucher  is  payable  in  current  funds  same  as  a  checlc,  at  the  National 
Bank  of  Chester  Valley.  Coatesvllle,  Pa.,  when  receipted  in  accordance  with  the 
directions  below  printed  in  red. 

For  amount  on  account,  $7,500. 

The  above  account  has  been  duly  authorized  and  examined,  and  Is  approved 
for  payment.  Approved,  A.  F.  Huston,  president;  Jos.  Humpton,  treasurer. 
Received  Pittsburg.  December  18,  1900,  of  the  treasurer  of  the  Lukens  Iron  ft 
Steel  Co..  seventy-five  hundred  dollars.  In  full  for  the  above  account.  |7,600. 
Willis  L.  King,  treasurer. 
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Then,  in  red  ink : 

Bead  this :  The  above  receipt  must  be  dated  and  signed  by  the  party  In  whose 
favor  this  voucher  is  made  out,  or  when  signed  by  another  party  the  authority 
for  so  doing  must  in  all  cases  accompany  it,  and  this  receipt  must  not  be  cut  off 
from  the  body  of  the  voucher. 

On  the  back  it  reads : 

No.  22762.  12,  17,  1900.  Lukens  Iron  &  Steel  CJo.,  CoatesviUe,  Pa.  Payable 
to  Willis  King,  treasurer,  Pittsburg,  Pa.    Charge  to department,  $7,000. 

Then  below  there  is  the  stamp  of  the  Coatesville  Bank,  "  Indorse- 
ment guaranteed.  The  National  Bank  of  CoatesviUe.  M.  W.  Pow- 
nall,  cashier." 

The  next  indorsement  is  dated  December  19,  1900,  some  national 
bank  of  Philadelphia,  M.  6.  Clifton,  cashier. 

The  next  indorsement  is  the  People's  National  Bank,  Pittsburg, 
Pa.,  and  the  next  indorsement  is  the  Pittsburg  Trust  Co.,  Pittsburg, 
Pa.,  and  then  the  National  Bank  of  Chester  Valley,  Coatesville,  Pa. 

That  represented  your  original  deposit  to  the  guaranty  fund? 
That  is  a  ract,  is  it  not  ? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  Then  there  is  another  voucher  dated  Coatesville,  Pa., 
December  15, 1900,  the  same  date  as  the  first  one,  to  Willis  L-  King, 
treasurer,  for  $355.  Do  you  know  what  that  represented?  It  says 
amount  account  of  expenses. 

Mr.  Huston.  Yes.  Well,  there  were  general  stationery  and  office 
expenses,  room  rent,  I  suppose,  and  boo&eeping. 

Mr.  BnALL.  Under  the  second  agreement,  then,  the  different  com- 
panies entering  into  it  were  assessed  certain  amounts? 

Mr.  Huston.  I  think  they  were,  aside. 

Mr.  Beau..  For  the  payment  oi  expenses? 

Mr.  Huston.  I  think  that  they  were  done  separately.    I  can  not . 
state  positively  from  my  recollection. 

Mr.  Beall.  On  the  1st  day  of  January,  1900,  there  is  a  voucher 
representing  payment  to  Willis  L.  Eang,  for  amount  to  adjust  ac- 
count 1st  mstant  as  per  statement,  $3,886.01.  What  would  you 
understand  that  to  represent  ? 

Mr.  Huston.  Probably  that  was  because  we  ran  beyond  our  per- 
centage.   That  is  the  only  explanation  I  could  make,  off  hand. 

Mr.  Beall.  Was  that  probably  for  the  month  of  January? 

Mr.  Huston.  No.  ^ 

Mr.  Beall.  I  see  it  is  the  1st  month,  the  31st  day,  which  would  be 
the  31st  of  January. 

Mr.  Huston.  No  ;  it  was  probably  for  the  previous  year. 

Mr.  Beall.  The  agreement  had  only  been  made 

Mr.  Huston.  What  date  is  that? 

Mr.  Beall.  The  31st  of  January,  1901.  That  was  within  less 
than  two  and  a  half  months  of  your  original  agreement. 

Mr.  Huston.  I  could  not  say  what  that  was. 

Mr.  Beall.  A  month  and  a  half  after  your  original  deposit. 

Mr.  Huston.  I  could  not  say.    I  do  not  know. 

Mr.  BijALL.  Would  it  be  your  impression  that  that  represented  the 
penalty  upon  your  excess  up  to  that  time? 

Mr.  Huston.  We  started — it  was  operative  in  November  and  De- 
cember, 1900,  so  that  that  might  be  for  three  months. 

Mr.  Beall.  For  three  months  ? 
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Mr.  Huston.  I  am  only  supposing.  I  do  not  know  officially, 
authoritatively. 

Mr.  BsAUi.  Then  here  is  another  voucher  dated  Coatesville,  Fa., 
2  mo.,  26, 1901.  On  the  face  of  it  it  says, '' Amount  to  adjust  account 
to  1  mo.,  31,  1901,  as  per  statement,  $i3,073.86."  It  does  not  say 
"  January  31."  It  says  "  1  mo.,  31,  1901,"  which  I  suppose  means 
January  31,  1901. 

Mr.  Huston.  Yes,  sir. 

Mr.  LiNDABURY.  If  you  will  compare  it  with  the  statement  pre- 
pared, which  the  witness  has,  I  think  you  will  see. 

Mr.  Bealu  Have  you  the  statement  that  is  referred  to  in  these 
vouchers? 

Mr.  Huston.  I  do  not  know  that  I  have.    What  does  that  say? 

Mr.  Beall.  It  says,  "Amount  to  adjust  account  to  1  mo.,  31,  1901, 
as  per  statement,  $8,078.36." 

Mr.  LiNDABURY.  What  I  referred  to  was  the  King  statement.  I 
inferred  that  that  was  the  statement  that  they  referred  to. 

Mr.  Huston.  You  have  a  copy  of  King's  statement. 

Mr.  Beall.  You  made  montnly  statements  to  King? 

Mr.  LiNDABURY.  I  beg  your  pardon,  I  said  King  and  I  should 
have  said  Temple. 

Mr.  Beall.  Yes.     You  made  monthly  statements  to  Temple? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Did  you  keep  copies  of  those  reports? 

Mr.  Huston.  I  do  not  know  that  we  did. 

Mr.  Beall.  Were  the  original  reports  ever  sent  back  to  you? 

Mr.  Huston.  I  do  not  think  that  they  ever  were. 

Mr.  Beall.  Did  Temple  supply  you  with  a  statement  each  month 
epitomizing  the  statements  tnat  he  had  received  from  those  other 
companies  that  were  in  the  agreement? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Did  you  preserve  those  statements?  ,, 

Mr.  Huston.  Yes. 

Mr.  Beall.  Where  are  they  now  ? 

Mr.  Huston.  I  have  them  here. 

Mr.  Beall.  You  have  them  here  ? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  Would  you  kindly  let  us  have  those  statements? 

Mr.  Huston.  Yes,  sir.  [Producing  statements.]  Here  are  four. 
That  ends  that  period.  These  are  merely  statistical  reports  in  the 
last  two  years. 

Mr.  LiNDABURY.  You  had  better  keep  those  separate,  Mr.  Huston. 

Mr.  Beall.  That  is,  statistical  reports  fumisned  to  you  by  Mr. 
King? 

]V&.  Huston.  Yes,  sir.    I  will  keep  these  separate. 

Mr.  Beall.  You  can  take  charge  of  those  tor  the  present.  While 
I  am  on  this,  let  me  finish  with  these  vouchers.  Here  is  another 
dated  Coatesville,  Pa.,  4  mo.,  1,  1904.  Amount  for  January  account, 
as  per  statement,  $3,907.20.  Now,  there  seems  to  be  no  voucher  be- 
tween the  date  of  the  26th  of  February,  1901,  and  the  1st  day  of 
April,  1904.    What  would  that  mean,  Mr.  Huston  f 

Mr.  Huston.  I  do  not  know.  It  might  be  that  one  or  two  checks 
were  not  found.    The  treasurer  told  me  he  made  a  diligent  search^ 
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but  there  was  not  a  great  deal  of  time,  and  he  got  all  the  checks  he 
could  find. 

Mr.  Beall.  It  mi^ht  be,  there  is  some  check  missing. 

Mr.  Huston.  It  might  be. 

Mr.  Beall.  Or,  if  you  have  all  the  checks,  it  might  be  that  be- 
tween February,  1901,  and  the  period  of  January,  1904,  you  might 
not  have  produced  any  more  than  your  percentage  allowed  ? 

Mr.  Huston.  That  would  be  the  natural  inference. 

Mr.  Beall.  In  that  event  you  would  not  be  due,  Mr.  King,  any- 
thing! 

Mr.  Huston.  No. 

Mr.  BsAUi.  The  next  one  is  dated  Coatesville,  Pa.,  8  mo.,  2,  1904, 
which  would  be  August  2,  1904.  It  reads,  "Amount  to  adjust  ac- 
counts as  per  statements  to  date,  $9,359.83."  You  have  stated  that 
this  agreement  continued  in  operation  until  some  time  in  1905  ? 

Mr.  Huston..  I  think  that  the  statistics  will  show  that  it  wa& 
wound  up  at  the  end  of  1904,  and  the  funds  were  disbursed  early 
in  1905. 

Mr.  LiNDABURT.  What  is  the  date  of  the  last  one,  there  ? 

Mr.  Beall.  August  2,  1904.  I  see  statements  here  for  1901,  1903, 
and  1904. 

Mr.  Huston.  Yes,  sir.    I  think  these  gentlemen  have  some. 

Mr.  Beall.  Oh,  yes.  These  represent  all  the  statements  you  have, 
I  suppose. 

Mr.  Huston.  Yes,  sir;  we  started  from  the  beginning  and  went  to 
the  end  of  1904.  as  I  said. 

Mr.  Beall.  Any  after  1904? 

Mr.  Huston.  Only  these  statistical  ones. 

Mr.  Beall.  The  first  one  I  see  here  is  headed  '^  Shipments  of  plate 
for  the  12  months  ending  October  31,  1901."  I  believe  you  stated 
that  this  agreement  went  into  effect  in  November,  1901  ? 

Mr.  Huston.  Yes;  November  and  December  of  1900  were  in. 

Mr.  Beall.  I  mean  1900? 

Mr.  Huston.  Yes.. 

Mr.  Beall.  And  this  represents  the  statement  of  the  year,  the  sum- 
mary for  the  year,  I  suppose.  It  names  the  different  members,  10 
of  them.  I  suppose  one  of  the  reports  furnished  to  you  by  Mr. 
Temple? 

Mr.  Huston.  Yes ;  I  think  so. 

Mr.  Beall.  It  first  shows  the  shipments  of  plate  for  the  12  months. 

Mr.  Gardner.  Will  you  not  read  the  names  of  those  10  com- 
panies? 

Mr.  Beall.  They  are  the  Carnegie,  Jones,  Lukens,  A.  S.  &  W. — 
that  means  the  American  Steel  &  Wire,  I  suppose 

Mr.  Gardner.  Yes. 

Mr.  Beall.  Illinois,  Worth,  Central,  Park,  Otis,  and  Tidewater. 

The  next  statement  shows  the  shipments  in  tons:  Carnegie, 
1,241,802,267. 

The  next  column  shows  the  per  cent;  the  Carne^e  Co.,  52.3  per 
cent.  Coming  down  to  your  company,  the  Lukens,  it  is  7.Y  per  cent, 
which  is  two-tenths  of  1  per  cent  over  vour  allotment.  Shipped 
net,  Camerie,  l,131,848,926^nd  Lukens,  152,001,233.  Then  the  per 
cent  is  7— -7  per  cent  net.  What  does  that  mean,  shipped  gross  and 
shipped  net  ? 
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Mr.  Huston.  Shipped  gross  and  shipped  netf  Well,  that 
I  think,  referred  to  more  than  one  month's  period.  I  tidnk  the 
shipped  gross  is  this,  the  total  amount  of  material  shipped.  The 
shipped  net  means  less  the  amount  of  exported  material,  after  de- 
ductmg^exported  material,  which  was  not  under  that. 

Mr.  IBbaix.  Under  the  agreement,  where  you  exported  goods  you 
were  not  required  to  make  these  reports? 

Mr.  Huston.  No^  sir;  except  to  simply  mention  in  a  general  way 
the  figures,  for  statistical  reference. 

Mr.  Beall.  And  Mr.  Temple  regarded  that  as  confidential,  and  did 
not  send  it  out  to  the  others,  did  not  make  any  report  to  the  other 
companies  of  it? 

Mr.  Huston.  Oh,  I  think  he  did.  I  think  it  is  on  there*  It  was 
at  a  later  date,  whether  it  was  then  or  not    It  was  reported. 

Mr.  Beall.  Is  any  distinction  made  in  this  second  agreement  be- 
tween sales  made  on  the  Pacific  coast  and  sales  ma^e  in  ottter  parts 
of  the  country? 

Mr.  Huston.  If  there  was  any  second  agreement,  it  probably  did, 
because  it  has  always  been  customary;  because  we  come,  there,  in 
direct  competition  with  the  foreign  goods. 

Mr.  Beall.  You  say  if  there  was  any  second  agreement;  I  under- 
stood you  to  say  there  was  a  second  agreement. 

Mr.  Huston.  There  was  this  printed  one  that  was  destroyed;  but 
what  was  executed  later  I  told  you  1  did  not  recollect. 

Mr.  Beall.  But  there  was  some  kind  of  an  agreement  signed  there 
in  New  York? 

Mr.  Huston.  There  was  an  agreement  signed  in  New  York? 

Mr.  Beall.  And  there  was  only  one  copy  made,  and  that  was  left 
with  Mr.  King  ? 

Mr.  Huston.  No  ;  left  with  Mr.  Temple. 

Mr.  Beall.  Yes;  with  Mr.  Temple.  The  next  column  here  is 
headed,  '' Taxable  shipments."  The  Carnegie  Co.  is  taxed  with 
891,843,926  tons,  and  your  company,  the  Lukens  Co.,  with  142,096,085 
tons. 

Mr.  Huston.  Those  are  not  tons ;  those  are  pounds. 

Mr.  Beall.  Pounds? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Yes,  of  course;  pounds.  The  next  column  gives  the 
per  cent.  To  your  conipany  it  is  7.8  per  cent,  which  is  three-t«nths 
of  1  per  cent  more  than  your  allotted  share. 

Mr.  Huston.  At  what  period  was  that? 

Mr.  Beall.  That  was  lor  the  entire  year  ending  October  31,  1901. 
This  seems  to  be  a  summary  of  all  these  monthly  reports,  I  presume. 

Mr.  Huston.  Yes. 

Mr.  Beall.  And  you  were  then  penalized  for  that  three-tenths  of 
1  per  cent  ? 

Mr.  Huston.  I  presume  so. 

Mr.  Beall.  Then,  down  below  there  is  another  statement  giving 
the  list  of  these  companies,  the  next  column  giving  the  per  cent  they 
were  entitled  to,  the  number  of  pounds  that  that  per  cent  represented 
in  the  next  column,  and  the  fourth  column  giving  certain  figiures 
under  the  heading  of  "  Overshipped."  Under  that  column  the  &ure 
for  the  Lukens  Co.  is  5,794,710  pounds.  There  were  five  of  these 
companies  that  overshipped,  according  to  this  statement,  and  five  of 
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them  that  short  shipped.  What  other  company  was  located  at 
Coatesville  ? 

Mr.  Huston.  The  Worth  Bros.  Co. 

Mr.  Beall.  Worth  Bros.  Co.  They  short  shipped  12,399,344 
pounds.  Do  you  know  whether,  as  a  general  thing,  the  Worth  Co. 
ordinarily  shipped  its  entire  allotment,  or  was  it  short  frequently  ? 

Mr.  Huston.  I  think  it  was  short  frequently. 

Mr.  Beaui.  Do  you  remember,  at  the  time  you  were  at  the  printing 
office,  that  you  made  some  remark  to  the  printer,  or  afterwards  made 
some  remark  to  the  printer! 

Mr.  Huston.  I  have  no  recollection  of  any  such  remark. 

Mr.  Beall.  To  the  effect  that  the  Worth  Co.  always  was  short  ? 

Mr.  Huston.  I  have  no  recollection  of  any  such  remark. 

The  Chairman.  And  that  your  company  never  was  short  t 

Mr.  Huston.  No,  sir ;  I  have  no  recollection  of  any  such  remark. 

Mr.  Beall.  Was  it  ever  short? 

Mr.  Huston.  It  probably  was,  for  some  of  the  periods  in  that  time. 

Mr.  Beall.  But  you  do  not  recall.  The  first  statement  I  see  here 
is  for  the  months  of  November  and  December,  1900.  It  seems  to  be 
for  those  two  months. 

Mr.  Huston.  Yes. 

Mr.  Beall.  Included  in  one  statement.  It  follows  about  the  same 
form  of  that  annual  statement  that  I  have  just  called  your  attention 
to.  It  seems  that  for  those  two  months  your  per  cent  was  6.9.  That 
would  be  short  six-tenths  of  1  per  cent.  Attached  to  this  I  notice 
a  little  memorandum.  It  says,  *'  Statement,  November  and  Decem- 
ber, 1900,  Glasgow  entitled  to  11,426,670  pounds.  Shipped  3,317,668 
pounds.  Short  8,110,917  pounds.'*  Do  you  know  why  that  was  at- 
tached there?  The  Glasgow  company  does  not  seem  to  be  in  this 
agreement. 

Mr.  Huston.  I  think  they  were  put  on  a  little  different  basis  from 
the  others. 

Mr.  Beall.  What  basis  were  they  put  on? 

Mr.  Huston.  I  do  not  think  that  they  had  any  percentage  or  bonus 
or  penalty  provision.  As  I  recall  it,  they  thought  that  if  they  did 
not  exceed  a  certain  tonnage,  it  would  he  satisfactory;  and  so  it 
was  worked  along  in  that  way  to  keep  within  a  certain  tonnage. 

Mr.  Beall.  Did  they  make  reports  each  month  to  Mr.  Temple  ? 

Mr.  Huston.  I  do  not  know,  sir.    I  can  not  answer  that. 

Mr.  Beall.  Was  there  any  concern  occupying  the  same  status  that 
the  Glascow  concern  occupied? 

Mr.  Huston.  Not  at  that  time,  I  think. 

Mr.  Beall.  Well,  subsequently? 

Mr.  Huston.  I  think  there  was,  for  a  period ;  for  a  certain  period 
I  think  we  did. 

Mr.  Beall.  What  concern? 

Mr.  Huston.  I  think  we  did,  for  about  one  year. 

Mr.  Beall.  Who? 

Mr.  Huston.  I  think  we  did,  for  about  one  year,  because  we  built 
a  new  mill  and  needed  a  larger  percentage,  and  it  was  just  left  out 
for  a  time,  to  see  what  we  could  do. 

Mr.  Beall.  Then  did  you  come  back? 

Mr.  Huston.  Yes. 
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Mr.  Beall.  Were  you  given  an  increased  percentage  when  you 
came  back  ? 

Mr.  Huston.  We  were  given  a  percentage,  I  suppose,  based  on 
what  we  had  done  during  the  time  we  were  out.  I  suppose  that 
would  be  the  natural  way. 

Mr.  Beaix.  That  would  be  an  increased  percentage? 

Mr.  Huston.  Naturally. 

Mr.  Beall.  There  was  a  readjustment  and  rearrangement  of  these 
percentages  ? 

Mr.  Huston.  Yes;  I  presume  so. 

Mr.  BEAXJi.  Do  you  know  how  often  that  occurred? 

Mr.  Huston.  Every  year. 

Mr.  Beall.  Every  year? 

Mr.  Huston.  Yes. 

Mr.  Beall.  You  rearranged  and  readjusted  the  percentages? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Did  you  have  a  meeting  in  order  to  do  that  ? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Where  would  you  meet? 

Mr.  Huston.  In  New  York,  mostly ;  not  always. 

Mr.  Beall.  At  these  meetings  there  was  ordinarily  supposed  to  be 
a  representative  of  each  one  of  these  concerns? 

Mr.  Huston.  Yes. 

Mr.  Beall.  You  went  over  the  situation  and  rearranged  the  per- 
centages? 

^  Mr.  Huston.  I  think  that  was  all  blocked  out  bv  the  secretary,  and 
simply  submitted,  and  there  was  not  anything  to  ao  but  to  approve  it. 

Mr.  Beall.  It  was  submitted  to  that  meeting,  then,  in  writing? 

Mr.  Huston.  I  suppose  so. 

Mr.  Beall.  And  was  to  be  approved  by  the  meeting? 

Mr.  Huston.  I  do  not  know  that  there  was  any  formal  action 
taken.    It  went  automatically. 

Mr.  Beall.  But  for  the  following  year  you  would  work  upon  the 
rearranged  basis? 

Mr.  Huston.  Yes. 

Mr.  Beall.  Do  you  know  the  largest  per  cent  that  your  company 
was  entitled  to  at  any  time? 

Mr.  Huston.  I  do  not  know  without  examining  the  records.  Those 
records  will  show. 

Mr.  LiNDABURY.  Take  the  last  year  and  compare  it. 

Mr.  Beall.  1904? 

Mr.  Huston.  .  Yes.  Well,  they  are  simply  statistics  for  1904,  bnt 
they  probably  show  the  percentage. 

Sir.  LiNDABURY.  I  think  the  report  is  there  for  1904. 

Mr.  Beall.  The  Lukens,  in  January,  1904,  had  7.72  per  cent*  It 
went  over  3,907,000  pounds. 

Mr.  LiNDABUBT.  That  is  ahout  the  same  as  the  first  year,  is  it  not? 

Mr.  Huston.  That  was  a  year  when  we  were  all  running  very 
little.    It  was  a  slump  year. 

Mr.  Beall.  1903,  then  ? 

Mr.  Huston.  1903  and  1904  both  were;  1905  would  show  better; 
1905  and  1906  would  show  better. 

Mr.  Beall.  1005  and  1906  we  have  not  here.  In  1905  and  1906  you 
continued  to  make  statements  to  Mr.  Temple,  did  you  not  ? 
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Mr.  HugTON.  Perhaps  not    No ;  not  all  of  1906. 

Mr.  Beall.  Up  to  wnat  time  in  1906  ? 

Mr.  HnsTOK.  1  think  the  last  report  was  for  October,  1906.  The 
last  statistical  report  by  Mr.  Temple,  the  last  report  of  any  kind 
from  him. 

Mr.  Beaxju  Mr.  Temple,  up  to  October,  1906,  would  continue  to 
make  to  you  monthly  reports  about  the  amounts  produced  by  these 
other  concerns? 

Mr.  Huston.  As  a  matter  of  fact,  I  do  not  think  Mr.  Temple  did 
continue  to  then.  We  simply  had  a  clerk,  Mr.  Langham.  We  simply 
employed  him  for  a  number  of  months  to  compile  statistics,  because 
he  nad  done  it  with  Mr.  Temple.    Mr.  Temple  aropped  out. 

Mr.  Beall.  He  took  Mr.  Temple's  place,  then  ? 

Mr.  LiNDABURT.  Have  you  those  statistical  reports ! 

Mr.  Beall.  No,  sir. 

Mr.  LiNDABURY.  Where  are  they? 

Mr.  Huston.  I  have  them  here. 

Mr.  LiNDABURY.  Yes.  I  asked  you  to  keep  them  until  Mr.  Beall 
got  through  with  these  other  matters. 

(The  reports  referred  to  were  here  handed  to  Mr.  Beall.) 

Mr.  Beall.  Were  these  reports  prepared  the  same  way  that  the 
others  were  and  sent  to  you  each  month? 

Mr.  HusTdN.  Yes. 

Mr.  Beall.  And  for  the  same  purpose? 

Mr.  Huston.  No;  just  as  a  matter  of  information. 

Mr.  Beall.  Would  you  get  the  information  about  the  amounts 
produced  by  all  these  other  concerns? 

Mr,  Huston.  Yes. 

Mr.  Beall.  Did  this  same  per  cent  continue  to  apply? 

Mr.  Huston.  No  ;  it  was  simply  giving  statistics  or  the  percentages, 
without  meaning  anything;  the  percentages  that  each  one  made  as 
compared  with  the  others,  statistical. 

Sur.  Beall.  After  the  association  ceased  to  be  operative,  why  would 
you  continue  making  these  reports  you  speak  of  ? 

Mr.  Huston.  Just  as  a  matter  oi  information  to  each  of  us. 

Mr.  Beall.  You  have  your  percentage  of  gross  shipments,  your 
percentage  of  export  ^ipments,  and  your  percentage  of  net  ship- 
ments. The  Cameffie  Co.  had  48.02  per  cent  That  is  for  Decem- 
ber, 1905.  The  Lukens  had  9.8  per  cent.  Then  you  have  down  here 
the  total  for  12  months,  showing  the  Lukens  with  8.7  per  cent.  Why 
do  you  say  that  you  continued  to  supply  each  other  with  this  in« 
formation? 

Mr.  Huston.  Just  for  general  information,  so  that  we  could  know 
what  the  production  was  and  keep  generally  informed,  was  all. 

Mr.  Beall.  You  were  supposed  to  keep  down  pretty  close  to  your 
7.6  per  cent? 

Mr.  Huston.  Oh,  no ;  not  at  all. 

Mr.  BEALTi.  There  was  no  limitation  upon  you  ? 

Mr.  Huston.  No,  sir ;  none  whatever. 

Mr.  Beall.  Upon  your  output  ? 

Mr.  Huston*  No,  sir ;  none  whatever. 

Mr.  Beall.  If  you  went  beyond  it,  were  you  penalized  ? 

Mr.  Huston.  No,  sir. 

07368— No.  11—3 


670  UNITBD  STATES  STBBIi  CCOPOBATION. 

*    Mr.  Beaix.  If  you  did  not  oxne  up  to  it,  did  you  receiTe  anything? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  How  was  this  association  finally  dissolved  ? 

Mr.  Huston.  Well,  the  funds  in  the  treasury  were  disburaed. 

Mr.  Beall.  Did  you  have  a  meeting  ? 

Mr.  Huston.  I  do  not  remember.  I  presume  that  would  be  the 
result  of  a  meeting.    I  do  not  recall  just  how  it  was  done. 

Mr.  Beall.  Do  you  recall  anything  that  was  done  looking  to  the 
ending  of  this  agreement  ? 

Mr.  Huston.  jNo;  I  do  not 

Mr.  Beajlu  Who  took  the  initiative?  Who  took  the  lead  in  aid- 
ing the  association? 

Mr.  Huston.  I  do  not  recall. 

Mr.  Beall.  It  did  not  just  end  itself,  did  it? 

Mr.  Huston.  It  probably  was  the  result  of  a  meeting,  but  just 
how  it  was  done  I  do  not  know. 

Mr.  Beall.  In  a  matter  of  that  importance  would  you  not  remem- 
ber whether  there  was  a  meeting  or  not  ? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  Do  you  know  how  much  you  received  back  from  Mr. 
King? 

Mr.  Huston.  I  think  we  received  back  the  original  amount — pos- 
sibly with  a  little  interest.    I  do  not  remember  eicactly  about  that. 

Mr.  LiNDABUBY.  I  think  the  statement  shows. 

Mr.  Huston.  That  statement  will  show,  I  suppose. 

Mr.  LiNDABURY.  1904  and  liK)r>«  I  think;  one  of  those  statements 
shows;  I  have  forgotten  which  it  is.  I  think  it  was  in  February, 
1905.    You  will  find  it  there. 

Mr.  Beall.  What  was  the  purpose  of  this  association  anyway! 

Mr.  Huston.  To  maintain  reasonable  prices. 

Mr.  Beall.  By  limiting — ^by  an  agreement  limiting — ^the  produc- 
tion 'i 

Mr.  Huston.  No,  sir ;  not  limiting  the  production  at  all. 

Mr.  Beall.  But  limiting  the  amount  that  each  individual  would 
be  permitted  to  sell — that  each  corporation  would  be  permitted  to 

sell? 

Mr.  Huston.  Well,  it  would  have  a  deterring  effect  on  going  be- 
yond a  certain  amount,  but  there  was  to  be  no  Imiit  whatever  to  the 

production. 
Mr.  Beall.  It  was  not  specially  to  your  interest  to  sell  more  than 

the  7.5  per  cent,  was  it  ? 

Mr.  Huston.  Not,  naturally. 

Mr.  Beall.  Well,  was  it  not  intended  either  directly  or  mdirectly 
to  fix  the  amount  that  you  would  produce  ? 

Mr.  Huston.  I  suppose  it  was  intended  to  make  it — ^to  avoid  one 
concern  going  out  in  competition  and  cutting  prices,  or  doing  any- 
thing, offering  inducements  of  any  kind,  to  get  more  than  its  certain 

percentage.  ,   j.j 

Mr.  Beall.  You  had  a  minimum  price  fixed,  did  you  not  I 

Mr.  Huston.  Yes.  .      .       , 

Mr.  Beall.  To  what  extent  did  you  maintam  the  same  pnce 

throughout  any  one  of  these  years?  '  ,  -,        . 

Mr.  Huston.  Thev  varied.    As  I  recall  it,  the  pnoa  was  li  cents 

a  pound,  to  begin  with,  and  gradually  worked  up  as  ihece  were  more 
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active  operations  and  greater  demand,  until  we  got  to  either  1.6 
or  1.6 — I  think  it  was  1.6 — when  the  dull  period  of  1908  and  1904 
came  along;  and  then  I  recall  that  in  September,  1904,  if  I  mistake 
not,  it  was  within  that  time  prices  were  aropped  to  1.3  for  different 
classifications,  1.3  and  1.4. 

Mr.  Beaix.  Now,  you  started  out  with  1^.  When  business  began 
looking  up  and  you  wanted  to  raise  the  price  to  1.35,  each  one  of 
these  companies  would  raise  the  price  to  1.35,  would  they  not? 

Mr.  Huston.  I  presume  so ;  ves,  sir. 

Mr.  Beall.  In  order  to  do  tnat  would  you  have  a  meeting  among 
yourselves,  or  would  Mr.  Eling  or  Mr.  Temple  advise  youf 

Mr.  Huston.  It  was  usually  done  as  the  result  of  a  meeting. 

Mr.  Beall.  You  would  have  a  meeting.  You  started  out  with 
H  cents  a  pound,  and  each  of  you  maintained  the  price  of  1^  o^ts 
a  pound  until  you  would  have  a  meeting  and  ^o  over  the^  situation 
and  come  to  the  conclusion  that  the  trade  situation  would  justify  an 
increase  to  1.35,  say  t 

Mr.  Huston.  That  was  supposedly  the  case,  but  as  a  matter  of 
fact  prices  were  not  always  maintained. 

Mr.  Beai^l.  Prices  were  not  always  maintained? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  But  your  agreement  contemplated  that  they  would  be 
maintained  ? 

Mr.  Huston.  That  was  the  expectation ;  yes. 

Mr.  Beall.  And  your  agreement  also  provided  that  before  there 
should  be  any  change  in  the  price  there  should  be  a  meeting,  and  you 
would  agree  on  the  price? 

Mr.  Huston.  Well,  either  a  meeting  or  some  conference. 

Mr.  Beall.  If  you  did  not  have  a  meeting,  was  not  Mr.  King  or 
Mr.  Temple  authorized  to  advise  what  price  you  should  fix? 

Mr.  Huston.  Oh,  no,  no ;  never.    No. 

Mr.  Beall.  It  was  then  always  supposed  to  come  as  the  result  of  a 
meeting? 

Mr.  Huston.  Usually. 

Mr.  Beall.  And  how  often  would  you  have  those  meetings? 

Mr.  Huston.  Usually  once  a  month. 

Mr.  Beall.  At  any  fixed  time? 

Mr.  Huston.  Usually  about  once  a  month. 

Mr.  Beall.  And  at  each  of  these  meetings  there  was  supposed  to  be 
a  representative  of  each  of  these  companies  present? 

Mr.  Huston.  Yes. 

Mr.  Beall.  You  discussed  the  question  and  agreed  among  your- 
selves whether  or  not  you  would  maintain  the  next  month  the  same 
price,  or  whether  the  situation  would  allow  you  to  increase  it,  or 
whether  vou  would  be  compelled  to  reduce  it? 

Mr.  IIuston.  Not  always.  The  matter  would  run  often  for 
months,  when  it  would  not  even  be  discussed. 

Mr.  Beall.  When  it  was  not  discussed  it  was  the  understanding, 
then,  that  the  old  price  would  be  maintained? 

Mr.  Huston.  Yes;  always. 

Mr.  Beall.  It  took  the  affirmative  action  of  the  representatives  of 
all  these  concerns  to  change  that  price  under  that  agreement? 

Mr.  Huston.  I  think  so. 
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Mr.  Beall.  And  that  situation  continued  up  to  the  close  of  1904! 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  I  believe  that  is  all. 

Mr.  Gabdker.  In  the  earlier  part  of  your  testimony  you  stated,  I 
believe,  that  the  association  put  prices  down  in  1904? 

Mr.  Huston.  As  I  recall  it,  it  was  September,  1904. 

Mr.  Gardner.  September,  1904.  Previous  to  this  agreement,  we 
will  call  it  the  burned  agreement,  were  you  operating  under  any  sort 
of  an  agreement  in  1899? 

Mr.  Huston.  No,  sir. 

Mr.  Gardner.  A  prosperous  year  ? 

Mr.  Huston.  No,  sir. 

Mr._  Gardner.  You  said  that  this  burned  agreement,  whose  origin 
we  tried  to  elucidate,  you  presumed  was  sent  you  by  the  secretary! 

Mr.  Huston.  I  said  it  naturally  would  be.  I  do  not  recall  who 
sent  it. 

Mr.  Gardner.  Now,  the  secretary  of  what? 

Mr.  Huston.  Well,  Mr.  Temple,  that  I  mentioned  a  moment  ago. 
He  was  the  secretary  of  the  Plate  Association. 

Mr.  Gardner.  He  was  the  secretary  before  the  agreement  was 
formed  ?    Of  what  ? 

Mr.  Huston.  Of  the  association. 

Mr.  Gabdner.  There  was,  then,  a  Plate  Association? 

Mr.  Huston.  Well,  no;  I  can  not  say.  It  was  not  really  formed 
then,  but  there  was  a  preliminary  meeting  as  leading  up  to  it. 

Mr.  Gardner.  Then  he  was  secretary  of  that  meeting? 

Mr.  Huston.  Yes ;  I  think  so. 

Mr.  Gardner.  Is  that  it? 

Mr.  Huston.  I  think  so. 

Mr.  Gardner.  There  was  no  association,  then,  previous  to  the 
burned  agreement? 

Mr.  Huston.  No,  sir. 

Mr.  Gardner.  So  that  when  you  said  the  secretary  handed  it  to 
you,  you  meailt  the  secretary  of  that  meeting? 

Mr.  Huston.  Yes,  sir.  I  did  not  testify  he  handed  it  to  me.  I 
said  he  might  have  done  so.    I  do  not  recall  how  I  got  it. 

Mr.  Gardner.  I  did  not  mean  to  put  words  into  your  mouth.  That 
is  what  you  meant,  that  the  secretary  of  that  meeting  probably 
handed  it  to  you  ? 

Mr.  Huston.  He  might  have  done  so.    It  might  be. 

Mr.  Gardner.  Was  Mr.  Temple  secretary  of  that  meeting  ? 

Mr.  Huston.  I  do  not  know  whether  he  was  at  that  meeting  or 
not.  I  can  not  recall  that.  He  became  secretary  afterwards;  just 
when,  I  do  not  know. 

Mr.  Gardner.  He  became  secretary  of  the  association  after  it  was 
formed  ? 

Mr.  Huston.  He  became  secretary  at  some  period,  but  just  how 
early  in  the  history  of  it  I  can  not  recollect. 

Mr.  Gardner.  Now,  this  agreement  was  burned,  and  another 
agreement  was  entered  into,  of  which  you  signed  a  copy  ? 

Mr.  Huston.  I  presume  so. 

Mr.  Gardneb.   x  ou  stated  that  you  did  sign  it,  I  thought. 

Mr.  Huston.  I  think  I  did.  I  do  not  know  how  positively  I  put 
it,  but  it  is  my  recollection  that  I  did. 
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Mr.  Qabdneb.  But  you  do  not  remember  the  specific  points  in 
which  that  second  agreement  differed  from  the  first  I 

Ifr.  Huston.  No,  sir. 

Mr.  Gabdneb.  This  second  agreement,  was  that  the  one  under 
whidi  you  operated  until  the  end  of  1904,  or  whenever  it  was  that 
you  went  out  of  existence  t 

Mr.  Huston.  I  presume  the  same  one  coyered  the  whole  period. 

Mr.  Oabdnxs.  The  second  agreement  which  you  signed) 

Mr.  Huston.  Ipresume  so. 

Mr.  6abdn£k.  Did  that  second  agreement  provide  that  from  time 
to  time  your  proportion — ^that  is,  the  proportian  of  the  Lukens  Co. — 
of  all  shipments  should  be  summed  up,  and  the  percentage  fixed 
from  time  to  time? 

Mr.  Huston.  I  can  not  answer  that 

Mr.  Oabdner.  But  you  know,  as  a  matter  of  fact,  that  whether 
the  agreement  provided  it  or  ^ot,  the  practice  was  that  the  associa- 
tion &om  time  to  time  fixed  your  amount,  the  proportion  of  your 
shipments? 

Mr.  Huston.  Based  on  the  results  of  our  previous  output. 

Mr.  Gabdnkb.  On  the  results  of  what? 

Mr.  Huston.  It  was  automatic,  as  I. said.  The  percentage  was 
ordered  in  accordance  with  our  previous  month's  or  year's  results. 

Mr.  Gabdnbr.  In  accordance  with  the  agreement? 

Mr.  Huston.  In  accordance  with  the  results  of  our  rolling. 

Mr.  Gabdnbb.  And  that  was  in  accordance  with  the  agreement? 

Mr.  Huston.  I  do  not  know  whether  it  was  or  not. 

Mr.  LiNDABUBT.  I  think  he  said  those  readjustments  were  annual. 

Mr.  Gabdneb.  But  the  readjustments  of  the  association  were  under 
the  agreement?    That  is  what  I  want  to  get  at 

Mr.  Huston.  I  presume  so.    I  do  not  Enow. 

Mr.  Gabdnbb.  You  know  that  the  association  presumably  had 
articles  of  agreement? 

Mr.  Huston.  Just  what  we  have  been  referring  to. 

Mr.  Gabdneb.  I  think  you  have  made  that  ^tement.  Now,  if 
they  had  articles  of  agreement,  and  you  signed  that  agreement-- — 

Mr.  Huston.  I  think  I  signed  it. 

Mr.  Gabdneb  (continuing) .  It  was  in  consequence  of  your  signa- 
ture that  your  share  of  the  account  of  the  shipments  in  the  first  year 
was  7.5  per  cent  that  you  were  entitled  to,  was  it  not? 

Mr.  Huston.  I  think  so. 

Mr.  Gabdneb.  Now,  did  the  agreement,  or  whatever  you  choose 
to  call  it,  of  the  plate  company  provide  penalties  for  excess  ship- 
ments ? 

Mr.  Huston.  Yes ;  that  is,  except  for  exported  material,  which  was 
free. 

Mr.  Gabdneb.  I  understand.  Did  the  plate  association  furnish 
you  with  a  list  of  prices  from  time  to  time  according  to  those  monthly 
meetings— the  decisions  of  those  monthly  meetings? 

Mr.  Huston.  I  presume  so;  or  else  the  members  got  them  at  the 
meetings.    I  do  not  know  which  it  was. 

Mr.  Gabdneb.  Either  they  were  furnished  by  the  secretary,  or 
they  got  them  right  at  the  meetings  ? 

Mr.  Huston.  Yes, 
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Mr.  Gardker.  And  they  stuck  to  that  list  of  prices,  or  were  sup- 
posed to  stick  to  that  list  of  prices,  until  the  next  meeting? 

Mr.  Huston.  They  were  supposed  to,  unless  it  wsus  recaUed  in  some 
way. 

Mr.  Gardneb.  Now,  a  few  minutes  ago  you  said  that  in  1904  the 
association  put  prices  down ;  in  other  words,  that  in  1904,  when  three 
of  these  companies  had  passed  into  the  United  States  Steel  Corpora- 
Hovlj  there  still  was  a  list  of  prices  furnished  by  this  association. 

Mr.  Huston.  A  list  of  prices  furnished.  I  do  not  know  of  any 
list  price  furnished.    We  had  what  we  have  covered. 

Sur.  Gardneb.  I  can  not  hear  what  you  say. 

Mr.  Huston.  I  do  not  recall  any  list  price  that  you  speak  of, 
putting  it  in  that  definite  shape.    There  were  prices. 

Mr.  Gardner.  There  were  prices  furnished  you.  You  testified 
that  in  1904  the  association  put  the  prices  down. 

Mr.  Huston.  Yes,  sir.  ^ 

Mr.  Gardner.  That  was  after  three  of  those  constituent  organiza- 
tions had  become  parts  of  the  United  States  St^l  Corporation  t 

Mr.  Huston.  Yes,  sir. 

Mr.  Gardner.  And  to  that  extent  the  United  States  Steel  Cor- 
poration was  a  party  to  this  agreement  in  1904,  in  furnishing  fixed 
prices  at  which  you  were  to  sell  your  goods ! 

Mr.  Huston.  1  presume  so,  through  the  ccHistituents.  They  were 
dealt  with  separately. 

Mr.  Gardner.  Whv  was  this  agreement  given  up  ? 

Mr.  Huston.  Well,  there  was  a  great  deal  of  talk  and  restlessness 
and  questioning  as  to  the  propriety  of  it. 

Mr.  Gardner.  Was  there  any  court  decision  about  that  time? 

Mr.  Huston.  I  do  not  know  whether  there  was  or  not. 

Mr.  Gardner.  When  it  was  given  up,  did  you  change  the  policy  of 
your  company  t  Did  you  proceed  to  run  your  works  more  fully,  or 
change  the  orders  of  your  salesmen  ? 

Mr.  Huston.  I  think  we  did.  If  we  were  not  under  penalty  we 
naturally  would  run  more  freely. 

Mr.  Gardner.  You  do' not  remember,  as  a  matter  of  fact,  whether 
you  did  ? 

Mr.  Huston.  I  do  not  remember  just  what  was  done. 

Mr.  Gardner.  But  you  felt  at  perfect  liberty  to  alter  your  prices 
at  any  time  you  saw  fit,  without  consulting  with  anyone,  after  that 
time  ? 

Mr.  Huston.  After  the  thing  was  ended,  of  course,  we  were  all 
independent  and  free;  but  we  always  were  considerate.  We  did  not 
feel  that  it  would  be  right,  in  justice  to  others,  to  be  a  free  lanceu 
We  were  very  considerate  of  others;  and  I  think  the  result  of  the 
whole  thing  has  had  a  steadying  influence  on  others,  to  be  consid- 
erate, one  of  the  other. 

Mr.  Gardner.  As  to  the  question  of  the  results  of  the  policy,  I  was 
not  making  any  inquiry,  or  as  to  the  propriety  of  the  law;  but  I  was 
trying  to  find  out  the  fact 

Mr.  Huston.  We  were  not  bound. 

Mr.  Gardner.  You  were  not  bound,  and  you  had  to  pay  no  pen- 
alty ? 

Mr.  Huston.  No,  sir. 

Mr.  Gardner.  Under  any  circumstances? 
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Mr.  HuoTOK,  No,  sir. 

Mr.  Oabdner.  How  long  after  the  dissolution  of  the  Plate  Asso- 
ciation did  this  |[eatlanan  who  succeeded  Mr.  Temple,  or  some  other 
gentleman,  continue  to  furnish  tiiese  statistical  statements  f 

Mr.  Huston.  They  were  furnished  us,  as  sliown  by  the  reports 
here,  to  and  including  October,  1906. 

^  Mr.  Oaedner.  And  since  that  time  how  do  you  get  such  infonna* 
tion  9    Is  there  dome  other  publication  f 

Mr.  HuffroK.  We  do  not  get  any  now. 

Mr.  Gasdneb.  Nowadays  there  is  no  publication  which  contains 
that  information  t 

Mr.  Huston.  The  American  Iron  &  Steel  Association  gives  its 
annual  report,  covering  the  diflFerent  things. 

Mr.  Oabdnkb.  Where  is  Mr.  William  C.  Temple  now? 

Mr.  Huston.  I  do  not  know,  sir. 

Mr.  Gabdner.  Do  jon  know  anyone  who  does  know? 

Mr.  Huston.  No.  sir;  I  have  not  seen  him  for  years. 

Mr  Gaedner.  When  you  last  saw  him  where  was  he  ? 

Mr.  Huston.  Probably  in  New  York. 

Mr.  Gasdneb.  What  was  his  business  in  New  York  at  that  time? 

Mr.  Huston.  I  do  not  think  he  had  any  business  there.  He  was 
in  business  in  Pittsburg  as  agent  for  some  boiler  company,  and  I 
think  that .  company  was  bought  out,  and  I  think  he  ceased  to  be 
agent ;  and  whetner  he  is  in  business  there  now  or  not,  I  do  not  know. 
Probably  Pittsburgers  can  inform  you. 

Mr.  Gahdnee.  Do  you  know  anybody  who  could  tell  this  committee 
where  Mr.  Temple  could  be  found? 

Mr.  Huston,  i^o,  sir;  I  do  not. 

Mr.  Gaedner.  It  seems  exceedingly  probable  that  he  is  the  man 
who  has,  or  did  have  at  one  time,  that  copy  of  the  agreement ;  but 
the  lastyou  knew  of  him  he  was  in  New  i  ork  ? 

Mr.  Huston.  Yes. 

Mr.  Gaedner.  How  many  years  ago  was  that? 

Mr.  Huston.  He  was  not  m  business  there.  He  was  simply  tem- 
porarily there. 

Mr.  Gardner.  He  was  the  agent  of  some  boiler  concern  ? 

Mr.  Huston.  No ;  his  business  was  in  Pittsburg.  He  would  go  to 
New  York  to  act  as  the  secretary  of  the  meetings. 

Mr.  Gardner.  As  the  secretary  for  what  sort  of  meetings? 

Mr.  Huston.  Of  our  plate  meetings,  referred  to  and  discussed. 

Mr.^  Gardner.  I  am  speaking  now  of  the  time  after  tiie  Plate  As- 
sociation was  discontinued? 

Mr.  HunoN.  I  have  not  seen  him  after  tiiat,  to  the  best  of  my 
knowledge  and  belief. 

Mr.  Gardner.  And  you  have  not  heard  of  him  ? 

Mr.  Huston.  No,  sir. 

Mr.  Gardner.  You  do  not  know  whether  he  is  alive  or  dead  ? 

Mr.  Huston.  I  asked  some  one  the  other  day  if  he  was  alive,  and 
some  one  thought  he  was.  I  was  under  the  impression  that  he  was 
not  living,  though  I  do  not  know. 

Mr.  Gardner.  Was  he  a  man  of  good  habits? 

Mr.  Huston.  As  far  as  I  know. 

Mr.  Gardner.  How  old  a  maax  was  he? 
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Mr.  HiTSTOK.  I  should  guess  he  was  65  to  60,  though  I  am  not  sure 
of  that. 

Mr.  Gabdneb.  Was  he  a  man  of  a  good  deal  of  ability  ? 

Mr.  Huston.  I  think  so. 

Mr.  Gardner.  He  w6uld  not  have  been  in  sudi  a  position  if  he  had 
not  been  t 

Mr  Huston.  Likely  not 

Mr.  Gardner.  And  he  must  have  been  a  man  of  a  good  deal  of 
rectitude  or  he  would  not  have  been  trusted  by  these  constitu^it 
companies? 

Mr.  Huston.  No,  sir. 

Mr.  Gardner.  And  such  a  man  has  disappeared  so  that  you  can 
not  indicate  to  this  committee  how  we  can  discover  him  I 

Mr.  Huston.  I  could  safely  say  that  his  disappearance  has  no  con- 
nection with  this,  because  he  has  been  drifting 

Mr.  Gardner.  I  did  not  mean  to  imply  that  it  had.  I  recognize 
the  fact  that  my  question  sotmded  as  if  1  did,  but  it  seems  to  me  that 
that  man  ought  to  be  discoverable. 

Mr.  Huston.  I  think  if  you  would  inquire  of  some  of  the  I^tts- 
burgers — ^he  is  a  resident  of  Pittsburg — ^probably  some  of  the  Pitts- 
burgers  can  inform  you  better  than  I. 

]&.  Lindaburt.  I  made  some  inquiries  last  evening,  and  I  heard 
that  he  was  somewhere  in  the  South.  It  strikes  me  that  it  was 
Florida,  at  some  point.  He  was  supposed  to  be  in  the  South,  livmg 
somewhere.  I  think,  in  the  State  ox  Florida,  or  at  some  other  point 
in  the  South. 

Mr.  Ljttleton.  Mr.  Huston,  you  said  in  the  outset  of  your  testi- 
mony that  you  early  realized  tnat  competition  was  destrudbive  about 
1899,  or  along  in  that  period  ? 

Mr.  Huston.  I  said  about  1892  to  1896  it  was  the  worst  period  I 
ever  remembered. 

Mr.  LrrxLETON.  And  you  said  the  destructive  character  of  the 
competition  was  one  of  the  inducing  causes  for  entering  into  the 
agreement  which  was  known  as  Agreement  A? 

Mr.  Huston.  To  steady,  and  have  reasonable  steady  prices,  just 
as  the  Government  of  the  United  States  do  with  the  railroads  to-day. 

Mr.  LinLBTON.  Your  desire  was  to  steady  the  prices  by  entering 
into  an  arrangement  which  would  fix  the  amount  of  the  output  ot 
each  concern,  or  the  percentage  of  it,  and  also  to  have  an  arrange- 
ment for  pooling  prices? 

Mr.  Huston.  It  did  not  fix  the  output,  but  it  made  it — ^it  put  a 
deterring  influence  on  the  output. 

Mr.  LriTLETON.  Well,  it  fixed  the  percentage  which  your  company 
should  have ! 

Mr.  Huston.  Yes,  sir. 

Mr.  LrrTLBTON.  If  it  went  above  that  they  suflPered  some  penalty? 

Mr,  Huston.  Yes,  sir. 

Mr.  LiTTLBTON.  That  was  first  fixed  in  this  agreement  which  Mr. 
Gardner  has  well  characterized  as  the  burned  agreement;  that  was 
the  first? 

Mr.  Lindaburt.  If  the  gentleman  will  pardon  me,  it  seems  to  me 
that  it  is  not  quite  fair  to  nave  that  go  upon  the  record  in  that  wav. 
It  was  a  draft  of  an  agreement,  which,  because  it  was  not  acceptable 
to  those  who  had  entered  into  it  or  were  proposing  to  do  so,  was 
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given  up  and  another  one  substituted,  just  as  is  done  in  other  busi- 
ness transactions. 

Mr.  LiTTLBTON.  I  said  that  was  fixed  in  the  agreement  which  has 
been  characterized  as  the  burned  agreement  I  do  not  think  that 
anything  I  may  say  can  add  any  odium  to  it. 

Mr.  Huston.  It  never  was  a  concummated  agreement,  though. 

Mr.  LmuBTOK.  I  understand;  but  prices  were  fixed  on  that  pro^ 
posed  agreement? 

Mr.  Huston.  Some  arrangement  was. 

Mr.  LnTUB.  An  arrangement  contained  in  this  agreement? 

Mr.  Huston.  In  part ;  not  in  full. 

Mr.  LrrrLBTON.  But  that  was  the  first  effort  that  was  made  to 
prevent  destructive  competitian.    Is  that  right? 

Mr.  Huston.  Yes,  sir;  I  think  so. 

Mr.  LrmjGTON.  i  ou  were  early  advised  that  it  would  be  wiser 
to  destroy  that  aneement^— that  proposed  agreement? 

Mr.  Huston.  Yes,  sir. 

Mr.  Littleton.  Is  that  so? 

Mr.  Huston.  I  think  so. 

Mr.  LnTLETON.  And  you  then  entered  into  the  second  agreement, 
which  was  simply  a  manuscript  copy  tlmt  was  brought  to  the  meet- 
ing in  New  York  and  executed  by  the  various  concerns  and  left  with 
the  conmiissioner  or  the  secretary  of  the  Plate  Association  ? 

Mr.  Huston.  I  think  it  was  a  typewritten  copy. 

Mr.  LrrrLBTON.  I  mean  a  typewritten  copy. 

Mr.  Huston.  That  is  my  recollection. 

Mr.  LnTLETON.  But  there  was  not  but  one  copy,  was  there  ? 

Mr.  HxTBTON.  I  think  not. 

Mr.  LnTLETON.  In  the  first  instance,  copies  had  been  printed  and 
distributed  amongst  the  various  persons  whom  it  was  supposed  would 
subscribe? 

Mr.  Huston.  Yes,  sir. 

^  Mr.  LrrrLETON.  Therearfter  you  had  annual  meetings  of  this  asso- 
ciation in  New  York,  did  you  not? 

Mr.  HusiON.  I  think  so. 

Mr.  LrmjrraN.  And  you  had  a  readjustment  from  time  to  time  of 
the  various  percentages  of  the  various  constitutents  of  this  particular 
arrangement.    Is  that  right? 

Mr.  Huston.  Yes,  sir. 

Mr.  LrrrLETON.  Those  readjustments  or  rearrangements  that  were 
made  annually  were  made  after  consultation  amongst  9JI  the  mem- 
bers? 

Mr.  Huston.  Not  necessarily  after  consultation.  It  was  auto- 
matic, as  I  said.  What  a  concern  made  one  year,  on  which  it  might 
have  paid  a  penalty,  would  determine  its  percentaige  for  the  next 
year. 

Mr.  LrrrLBTON.  Yes;  but  when  you  met  in  the  rearranging  period 
annually,  there  was  a  rearrangement  by  which  you  knew  for  the 
next  year  what  your  percentage  would  be? 

Mr.  Huston.  Yes,  air. 

Mr.  LrrrLETON.  That  continued  on  until  1904,  the  latt^  part  of 
1904:,  when  you  sa^  the  money  was  distributed — the  Plate  Association 
funds  were  distributed — amongst  all  these  subscribers  to  this  ar- 
rangement? 
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Mr.  Huston.  Yes,  sip. 

Mr.  LiTTLBTON.  So  far  as  any  visible  evidence  of  it  is  concerned, 
or  any  machinery  is  concerned,  the  whole  Plate  Association  disap- 
pearea.    That  is  right! 

Mr.  Huston.  Yes,  sir ;  except  for  statistics. 

Mr.  LrrrusTON.  x  ou  say  after  that,  and  up  until  1906,  there  was 
continued  to  be  furnished  information  to  each  of  these  persons,  which 
showed  the  prices  and  output  and  percentage? 

Mr.  Huston.  It  did  not  show  the  prices. 

Mr.  LrrTLBTON.  Well,  it  showed  the  percentage  of  output! 

Mr.  Huston.  Yes.    It  just  showed  what  we  were  doing. 

Mr.  LrrTLBTON.  In  other  words,  what  had  been  hitherto  necessary 
in  the  form  of  an  agreement  was  acoomplifibed  now  by  the  communi- 
cation from  one  to  uie  other  of  the  information  that  was  necessary  to 
be  had! 

Mr.  Huston.  No,  sir ;  and  it  was  not  intended  to  accomplish  that, 
but  to  be  a  guide  in  the  reasonable  conduct  of  business* 

Mr.  LiTTUfiTON.  Whether  it  was  intended  to  or  not,  it  did  accom- 
plish that  in  fact,  did  it  not! 

Mr.  Huston.  I  do  not  think  it  did. 

Mr.  LiTTLErroN.  Did  not  the  same  thing  occur  between  1901  and  the 
latter  part  of  1906! 

Mr.  Huston.  The  statistics  were  furnished. 

Mr.  LrrTLBTON.  Yes;  and  did  you  not  act  in  obedience  to  the- 


Mr.  Huston.  Oh«  no ;  not  neceMrily  at  all. 

Mr.  Littleton.  1  do  not  mean  necessarily ;  but  did  you  not  receive 
each  other's  rates  between  1901  and  1906 ! 

Mr.  Huston.  No,  sir;  I  do  not  think  we  did,  always. 

Mr.  LrrTLBTON.  Did  you  not  as  a  practice  do  so! 

Mr.  Huston.  As  what ! 

Mr.  LriTLETON.  As  a  practice,  as  a  general  thing! 

Mr.  Huston.  I  do  not  think  so. 

Mr.  LrTTLviON.  Was  it  information  that  yon  expected  from  each 
other! 

Mr.  Huston.  That  is  a  little  conjectural. 

Mr.  LiNDABUST.  Yon  mean  in  this  matter  of  the  percentage! 

Mr.  LrrTLBTON.  Yes. 

Mr.  Huston.  I  do  not  think  we  were  going  on  percentage  during 
anv  of  that  period. 

Mr.  LrrTLBTON.  From  1904:  to  1906! 

Mr.  Huston.  I  do  not  think  so. 

Mr.  Littleton.  Were  you  eoing  on  an  arrangement  as  to  prices 
in  the  period  between  1904  and  1906  ! 

Mr.  Huston.  No,  sir;  I  think  not. 

Mr.  Littleton.  What  became  of  what  is  biown  as  Agreement  B  t 

Mr.  Huston.  I  do  not  know. 

Mr.  LnTLBTPON.  You  have  seen  Agreement  B ! 

Mr.  Huston.  If  you  refer  to  the  one  referred  to  in  that  printed 
cony,  I  presume  I  have ;  but  that  is  a  long  time  ago. 

Mr.  Littleton.  You  do  not  know  where  that  could  be  found! 

Mr.  Huston,  No,  sir;  I  presume  it  was  destroyed. 

Mr.  LnTLBTON.  After  1906  did  you  have  annual  meetings  with  tbe 
producers  of  steel  in  this  countiy,  in  New  York ! 

Mr.  Huston.  No,  sir ;  we  had  no  annual  meetings. 
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Mr.  XiiTTLEiON.  Did  you  have  meetings  with  them  f 

Mr.  Huston.  We  met  to  confer  on  general  topics. 

Mr.  LnTLETON.  Where  did  you  meett 

Mr.  Huston.  At  various  placea  I  think  we  had  some  dinners  in 
New  York,  which  you  probably  are  aware  of. 

Mr.  LnTLETON.  Yes.  Was  not  the  next  step  in  the  evolution  of 
this  question  what  came  to  be  known  as  the  Gary  dinners  in  New 
York? 

Mr.  Huston.  Oh,  no.  As  a  matter  of  fact,  at  the  dinners  prices 
were  not  discussed  at  all,  that  I  recollects 

Mr.  LiTTLEroN.  You  attended  the  dinners  given  by  Judge  Q^ry  t 

Mr.  Huston.  Yes,  sir. 

Mr.  LiiTLETON.  Have  you  seen  the  proceedings  of  those  dinners! 

Mr.  Huston.  Yes,  sir. 

Mr.  LmuBTON.  You  know  what  took  place  there  ? 

Mr.  Huston,  generally  just  speeches,  and  general  felicitations — 
except  in  the  discussion  of  policies,  perhaps,  but  no  further  than 
that  that  I  recall. 

Mr.  LrrrLaBTON.  Was  there  not  always  the  discussion  of  the  thing 
that  you  referred  to  awhile  ago — ^the  steadying  influence  on  prices 
of  the  communication  of  information  :&om  one  to  the  other  t 

Mr.  Huston.  That  we  ought  to  consider  the  feelings  of  others; 
but  nothing  more  than  that — ^to  consider  the  rights  of  others. 

Mr.  LnTLETON.  Was  not  the  same  information  commimicated  at 
these  dinners  between  the  producers  of  steel  that  was  communicated 
between  1904  and  1906  in  these  various  things  that  passed  between 
your  constituent  companies! 

Mr.  Huston.  No,  sir. 

Mr.  LmLETON.  Is  it  not  a  fact,  Mr.  Huston,  that  you  knew  it  was 
found  necessary  to  get  rid  of  this  Agreement  A,  or  advisable  to  get 
rid  of  it,  and  that  you  then  limited  it  to  one  copy,  which  you  located 
in  the  hands  of  a  commissioner  or  secretary  of  the  Plate  Association ; 
that  you  found  it  inadvisable  to  renew  that  fnmi  year  to  year,  but 
you  continued  by  arrangements  annually  to  obey  it;  and  that  finally, 
having  had  this  big  experience  in  the  matter,  you  could  now  do  in 
discussions  at  times  what  it  had  required  in  the  first  instance  the 
makine^  of  an  iron-bound  contract  to  do ! 

Mr.  Huston.  No,  sir ;  the  whole  tiling  was  off  in  1904,  as  I  said, 
and  the  dinners  were  an  entirely  different  thing. 

Mf.  Littleton.  That  is  all. 

Mr.  Sterling.  Mr.  Huston,  what  per  cent  of  the  plate  output  does 
your  concern  make  now  ? 

Mr.  Huston.  That  I  do  not  know.    We  have  not  figured  it  up. 

Mr.  Stbbling.  About  what  per  cent! 

Mr.  Huston.  I  really  do  not  know,  because  there  are  a  number  of 
new  manufacturers  in  the  field  with  plates,  and  I  do  not  suppose  that 
we  differ  materially  from  what  we  were  then.  Well,  probably  less 
percentage,  if  you  take  in  those  newcomers. 

Mr.  Sterling.  What  was  your  per  cent  last  year? 

Mr.  Huston.  We  did  not  have  any  per  cent. 

Mr  SiSRLiNG.  Do  you  know  what  per  cent  of  the  whole  output 
your  output  was  last  year? 

Mr.  Huston.  Not  at  all.    I  never  figured  it. 

Mr.  Sterling.  Or  the  year  before  ? 
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Mr.  Huston.  No,  sir ;  I  never  figured  it  myself  or  knew  of  it  being 
figured. 

Mr.  Sterling.  How  is  that? 

Mr.  Huston.  I  never  figured  it  myself  or  knew  of  it  being  figured. 

Mr.  Stbbung.  What  is  the  limit  of  your  output  now  ? 

Mr.  Huston.  The  limit? 

Mr.  Sterling  Yes;  the  capacity  of  your  mills? 

Mr.  Huston.  If  you  mean  the  most  we  have  ever  turned  out  in 
12  months 

Mr.  Sterling.  Is  there  any  limit  now  to  the  output  of  the  plate 
that  your  concern  makes? 

Mr.  Huston.  Well,  there  is  a  limit  to  our  capa<uty,  naturally. 

Mr.  STmajKG.  Is  that  the  only  limit  to  the  output  ? 

Mr.  Huston.  That  is  the  only  limit ;  ye& 

Mr.  Sterling.  You  make  all  you  can  1 

Mr.  Huston.  No;  it  is  limited  because  of  the  want  of  orders  at 
present — ^very  much  limited. 

Mr.  SrnsRLiNO.  Is  that  the  only  limit  you  have  now.? 

Mr.  Huston.  That  is  the  only  limit  besides  our  capacity  and  the 
want  of  orders,  as  far  as  I  know. 

Mr.  Sterling.  You  do  not  know  what  that  per  cent  is? 

Mr.  Huston.  There  is  no  per  cent 

Mr.  Sterling.  Oh,  yes;  it  is  a  per  cent,  of  course,  of  the  whole  oat- 
put:  but  do  you  biow  what  it  is  i 

Mr.  Huston.  No,  air;  I  do  not 

Mr.  Steruno.  Have  you  tried  to  gather  any  information? 

Mr.  Huston.  I  have  not  tried  to  gather  jbluv  information. 

Mr.  Steruno.  You  just  sell  all  you  can,  and  you  make  all  you  adit 

Mr.  Huston.  That  is  about  it 

Mr.  Sterling.  How  are  prices  now  as  compared  to  4  <»*  5  years 
ago? 

Mr.  Huston.  They  are  lower. 

Mr.  Stbrlino.  Have  ihej  been  gradually  getting  lower  since  yon 
mbandoned  this  agreonent? 

Mr.  Huston.  I  can  not  answer  that. 

Mr.  Sterlino.  What  has  been  the  general  trend? 

Mr.  Huston.  There  has  been  a  drop.  Let  me  see.  Two  or  three 
months  ago  there  was  a  drop  because  of  tlie  drastic  action  of  one 
large  concern  that  went  out  and  cut  prices  on  its  ccnnmoditieB;  and 
we  all  naturally  had  to  drop  in  line. 

Mr.  Sterling.  What  concern  was  that? 

Mr.  Huston.  The  Republic  Iron  &  Steel  Go. 

Mr.  Sterling.  Hie  there  been  any  other  marked  decline  in  prices 
in  the  last  two  or  three  years  besides  this  one  you  speak  of? 

Mr.  Huston.  Well,  at  one  time,  yes;  the  panic  brought  a  very 
marked  decline.  In  February  following  after  the  panic  the  prices 
dropped  down  to  a  very 

Mr.  Sterling.  That  was  February  of  1908? 

Mr.  Huston.  No  ;  1909.    The  prices  fell  off. 

Mr.  Sterling.  1907  was  the  year  of  the  panic. 

Mr.  Huston.  Well,  during  1908,  following  the  panic  in  1908,  was 
tiie  dull  period,  and  very  little  was  doing.  The  prices  went  down  cm 
plate  temporarily,  very  low,  and  then  very  c[uickly  came  np  again, 
until  in  1909  the  prices  were  up,  I  think,  to  either  1.60  or  1.60  again. 
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Mr.  Stebi^ikq.  Have  the  prices  been  higher  at  any  time  since  1904, 
the  latter  part  of  1904,  than  they  were  at  that  time } 

Mr.  Huston.  I  do  not  recall  what  the  prices — oh !  The  price,  as 
1  said,  m  1904  was  marked  down  to  1.03  and  1.04 ;  and  we  have  had 
it  lower  and  higher  both  since  then. 

Mr.  Stbruko.  Lower  than  at  that  particular  time? 

Mr.  Huston.  Ri^ht  after  the  drop  m  prices 

Mr.  Sterling.  What  has  the  general  trend  been?    Downward  I 

Mr.  Huston.  There  has  been  no  general  trend.  It  has  fluctuated 
according  to  conditions.  * 

Mr.  Sterling.  But  it  is  lower  at  the  present  time? 

Mr.  Huston.  Than  when? 

Mr.  Sterling.  Well,  than  it  has  been  for  several  years  ? 

Mr.  Huston.  It  is  lower  than  it  was  two  years  ago. 

Mr.  Sterling.  That  is  due  to  the  Kepublic  Iron  &  Steel  Co.  ? 

Mr.  Huston.  No  ;  there  is  less  demand.  Two  years  a^o  there  was 
considerable  demand,  and  now  there  is  very  little.  It  is  getting  a 
little  better  now.    I  do  not  know  how  it  will  work  out. 

Mr.  Sterling.  Mr.  Huston,  in  the  main,  since  you  abandoned  the 
agreement  of  1904,  have  the  prices  of  steel  plate  been  generally 
steady — ^what  you  call  steady — in  the  trade,  or  have  they  been  unduly 
fluctuating? 

Mr.  Huston.  They  fluctuated. 

Mr.  Sterling.  Well,  seriously  ? 

Mr.  Huston.  Since  the  close  of  1904,  yes.  After  the  panic,  as  I 
said,  they  dropped  down  seriously. 

Mr.  Sterling.  Well,  then,  with  that  exception  have  they  been 
generally  steady  ? 

Mr.  Huston.  No;  they  have  ascended  and  then  dropped  off  again« 
They  varied  according  to  the  conditions  of  the  market ;  supply  and 
demand,  or  demand  jHincipally.    There  is  plenty  of  supply. 

Mr.  Sterling.  Do  you  say,  Mr.  Huston,  that  there  has  been  no 
agreement  or  understanding  of  any  kind  between  the  plate  producers 
in  this  country  since  you  abandoned  the  agreement  in  1904,  as  to  out- 
put and  prices? 

Mr.  Huston.  We  have  no  agreement  that  I  know  of. 

Mr.  Sterling.  You  have  not  been  a  party  to  any  agreement? 

Mr.  Huston.  No,  sir. 

Mr.  Sterling.  Or  any  understanding? 

Mr.  Huston.  No,  sir;  we  have  no  binding  at  all. 

Mr.  Stbrlikg.  What  is  that  answer? 

(The  reporter  read  the  answer  as  given.) 

Mr.  Huston.  Nothing  binding  at  sill  of  that  sort. 

Mr.  Sterling.  You  say  nothing  binding? 

Mr.  Huston.  Only  as  a  man.  If  I  should  say  to  some  cme  that 
my  price  was  going  to  be  so-and-so  I  would  expect  to  hold  it;  but 
we  have  no — nothing  further — ^no  agreement  whatever. 

Mr.  Steruno.  Do  the  parties  now  that  were  in  this  original  con- 
tract have  an  implied  understanding  between  themselves  that  they 
will  sell  at  the  same  price? 

Mr.  Huston.  No,  sir ;  I  can  not  say  that  they  have. 

Mr.  Sterling.  Do  you  say  that  they  have  not? 

Mr.  Huston.  What  do  you  say  ? 

Mr.  Sterling.  Do  you  say  they  have  not? 
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Mr.  HxjfirroN.  I  can  not  speak  for  the  others.  I  can  only  speak  for 
myself. 

Mr.  Stebulno.  What  do  you  say  about  yourself?  You  say  vou 
have  not  any  implied  understanding  with  any  other  concern  proauc- 
in^  steel  plate  as  to  the  prices  at  which  you  will  seHi 

mr.  Huston.  No,  sir. 

Mr.  Sterling.  Was  the  Republic  Iron  &  Steel  Co.  in  this  agree- 
ment? 

Mr.  Huston.  No,  sir.  As  I  said  before,  if  I  said  I  was  going  to 
hold  a  certain  pric^,  I  expected  to  do  it  until  I  notified  others  to  Uie 
contrary. 

Mr.  Sterling.  Now,  have  you  said  that  to  any  of  your  competi- 
tors within  the  last  three  or  four  years? 

Mr.  Huston.  I  may  have. 

Mr.  Sterling.  Do  you  know  now  whether  you  have  or  not? 

Mr.  Huston.  I  can  not  say  definitely  about  that. 

Mr.  Sterling.  Do  you  say  that  you  have  not? 

Mr.  Huston.  No,  sir;  I  wont  say  that  I  have  not. 

Mr.  Sterling.  Have  any  of  your  competitors  said  to  you  that 
their  prices  would  be  so-and-so? 

Mr.  Huston.  I  think  they  have  in  a  general  way. 

Mr.  Sterling.  Now,  where  was  that  said  to  you  ? 

Mr.  Huston.  Well,  when  we  would  meet  to  talk  things  over  once 
in  a  while — ^general  conditions. 

Mr.  Sterling.  At  the  Gary  dinners? 

Mr.  Huston.  No,  sir. 

Mr.  Sterling.  When  did  you  meet  to  talk  things  over? 

Mr.  Huston.  Well,  we  met,  for  instance,  to  talk  over  general  trade 
conditions.  Following  the  panic  in  1908,  to  avoid  utter  demoraliza- 
tion and  ruin  to  some  who  had  bought  large  stocks  of  material,  each 
one  felt  that  he  should  not  drop  prices  at  present;  that  we  ought  to 
stand  together — but  without  any  agreement  to  that  effec|:^ 

Mr.  Sterling.  Where  was  that  meeting  ? 

Mr.  Huston.  It  was  in  New  York. 

Mr.  Sterling.  And  each  of  you  said  to  the  other 

Mr.  Huston.  No,  sir;  we  did  not;  no,  sir;  just  a  general  talk — ^a 
general  feeling  that  such  ought  to  be  done. 

Mr.  Sterling.  Well,  they  expressed  that  feeling  in  words,  did 
they  not? 

Mr.  Huston.  Well,  possibly. 

Mr.  Sterling.  In  that  expression  was  there  a  time  limit  as  to 
which  those  prices 

Mr.  Huston.  No,  sir. 

Mr.  Sterling  (continuing).  Should  prevail? 

Mr.  Huston.  No,  sir. 

Mr.  Sterlino.  Until  notice  was  given  ? 

Mr.  Huston.  No,  sir. 

Mr.  Sterling.  Well,  now,  when  it  was  said  to  you  by  some  one 
of  your  competitors — just  wait  until  I  finish  the  question — that  his 
prices  would  be  so-and-so,  did  he  say  "  until  further  notice''? 

Mr.  Huston.  No,  sir. 

Mr.  Sterling.  Or  words  to  that  effect? 

Mr.  Huston.  Oh,  well. 

Mr.  Sterling.  WTiat? 
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Mr.  Huston.  That  might  have  been*  What  he  proposed  to  do 
himself! 

Mr.  SnsuuzKo.  Yes. 

Mr.  Huston.  Until  he  would  intimate  differently. 

Mr.  Sterling.  Now,  when  there  was  a  consensus  of  all  the  opinions 
expressed  there  as  to  prices,  the  result  was  that  the  prices  should  be 
the  same,  was  it  not  t 

Mr.  Huston.  I  can  not  say  that  it  was  always ;.  no,  sir. 

Mr.  Sterling.  Whatt 

Mr.  Huston.  No,  sir. 

Mr.  Sterling.  Well,  substantially  the  same? 

Mr.  Huston.  It  may  have  been,  m  a  general  way;  but  it  was  not 
always  the  same. 

^  Mr.  Young.  Mr.  Huston,  does  your  concern  mate  anything  be- 
sides plates  f 

Mr.  Huston.  Mainly;  no.  We  do  some  special  work  on  those 
plates  after  they  are  made,  occasionally;  but  we  are  simply  a  plate 
proposition. 

Mr.  YoxTNG.  So  that  you  have  nothing  to  do  with  the  other  great 
lines  of  steel  manufacture? 

Mr.  Huston.  No,  sir. 

Mr.  Young.  And  vou  would  not  know  anything  about  any  agree- 
ments in  those  lines! 

Mr.  Huston.  No.  sir. 

Mr.  Young.  If  tney  exist? 

Mr.  Huston.  No,  sir. 

The  Chairman.  One  question  right  there.    Do  you  make  beams? 

Mr.  Huston.  No,  sir. 

The  Chairman.  Channels? 

Mr.  Huston.  No,  sir.  Those  are  what  are  called  "  structurals," 
and  we  do  not  make  them. 

The  Chairman.  You  do  not  make  any  structural  steel  ? 
^  Mr.  Huston.  No,  sir;  only  plates,  which  may  be  used  in  connec- 
tion with  it,  to  rivet  up. 

The  Chairman.  Do  you  make  pig  iron? 

Mr.  Huston.  Not  the  Lukens  Iron  &  Steel  Ca  We  have  another 
eompanv  that  does. 

The  Chairman.  You  have  another  company  that  makes  pig  iron? 

Mr.  Huston.  Yes,  sir. 

The  Chairman.  Were  you  ever  in  what  is  known  as  the  Eastern 
Pi^  Iron  Association  ? 

Mr.  Huston.  No^ir. 

The  CHAraMAN.  Were  you  ever  in  any  pig-iron  association? 

Mr.  Huston.  No,  sir. 

The  Chairman.  And  had  no  agreement  of  any  kind  or  description 
whatever? 

Mr.  Huston.  No,  sir. 

Mr.  Young.  Did  you  ever  make  pig  iron  ? 

Mr.  Huston.  The  Lukens  Iron  &  Steel  Co.  does  not  make  any. 

Mr.  Bartlett.  I  want  to  ask  you  a  few  questions.  I  understood 
you  to  say  that  at  these  meetings  you  would  make  the  statement  that 
you  would  hold  to  such  and  such  prices  for  vour  product  until  you 
notified  them  differently.    Did  you  state  that  f 

Mr.  Hubtton.  Just  how  did  you  frame  that? 
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Mr.  BABiXiETT.  I  understood  you  to  say  tliat  at  these  meetings 
after  1901,  where  you  met  to  discuss  business  and  things  of  that  sort, 
you  would  say  to  your  friends  who  were  engaged  in  the  same  business 
that  you  would  hold  to  such  and  such  prices  until  you  notified  them 
differently.    Is  that  true  t 

Mr.  Huston.  I  can  not  say  that  I  did  that  definitely  at  meetings. 
I  might  say  in  a  general  way 

Mr.  Bartlett.  X  mean,  you  said  it  in  a  general  way. 

Mr.  Huston.  In  a  general  way,  that  I  felt  that  a  certain  price 

Mr.  Bartlett.  You  let  them  understand  that  from  that  time  on 
you  would  hold  to  such  prices  for  your  products  until  you  notified 
them  of  a  change.    Is  that  true  If 

Mr.  Huston.  I  can  not  say  that  I  just  put  it  as  broadly  as  that. 

Mr.  BARTi4ETr.  Did  you  not  virtually  make  that  statement  a  few 
minutes  ago? 

Mr.  Huston.  I  have  made  some  general  remark  that  I  thought 

Mr.  Bartlett.  You  were  not  the  only  person  that  made  that  state- 
ment from  which  other  people  could  inner  that  you  would  continue 
to  hold  to  certain  prices?  They  would  also  make  the  same  state- 
ment, most  of  them,  would  they  not? 

Mr.  Huston.  Possibly. 

Mr.  Bartlett.  Possibly  !    Is  it  not  really  a  fact  that  they  did  ? 

Mr.  Huston.  No,  sir;  I  do  not  know  that  it  was  a  fact. 

Mr.  Bartlett.  Well,  now,  if  it  was  not  intended  to  be  governing 
or  final,  why  the  necessity  of  saying  that  you  would  hold  to  prices 
until  you  notified  them  differently? 

Mr.  Huston.  Conferring;  meetings  to  confer  on  general  business 
conditions;  and  mainly  it  was  good  to  meet  together  to  confer  on 
the  general  conditions 

A&.  Bartlett.  Well,  now- 


Mr.  LiNDABURY.  Would  you  mind  letting  him  finish  ? 

Mr.  Bartlett.  I  beg  your  pardon.    Go  ahead,  sir. 

Mr.  Huston.  Just  to  meet  together  to  consult  on  all  general  poli- 
cies or  conditions,  not  only  as  to  market  conditions,  but  as  to  ratea^ 
but  as  to  labor,  safety  appliances,  and  all  that,  which  is  involved  in 
the  American  Iron  &  Steel  Institute. 

Mr.  Bartlett.  You  used  the  expression,  if  I  recall,  that  the  gen- 
eral understanding  was  with  "we";  that  those  people  who  were 
engaged  in  the  manufacture  of  steel  and  steel  prod[ucts  ought  to 
stand  together,  without  any  agreement  to  that  effect ;  and  that  that 
was  the  general  feeling.    Is  that  true  ? 

Mr.  Huston.  Well,  I  won't  say  that. 

Mr.  Bartlett.  But  have  you  not  said  it,  a  little  while  ago? 

Mr.  Huston.  I  do  not  think  I  put  it  that  broadly. 

Mr.  LiiNDABURT.  I  did  not  understand  him  to  say  that. 

Mr.  Bartlett.  I  undertook  to  take  it  down.  However,  the  record 
will  show.  If  there  was  no  binding  agreement,  either  implied  or 
express,  or  if  it  did  not  even  amount  to  what  we  call  a  "  gentlemen's 
understanding,"  why  was  there  any  necessity  that  everybody  should 
understand  that  they  were  to  get  notice  if  any  of  the  parties  who 
were  present  in  this  general  conversation,  whidi  miffht  affect  the 
business  and  prosperity  of  the  steel  industry,  should  diange  his 
prices?  Why  should  a  man  say  that  he  was  going  to  conduct  his 
business  and  sell  his  product  at  a  certain  price  untQ  he  notified  the 
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atheist  Why  should  there  be  any  necessity  of  haying  a  notice  of 
4he  chaiiflB  or  your  intention  ? 

Mr.  I&8TOK.  Simply  on  this  general  broad  principle^  that  if  a 
man  says  ^^  I  am  goinff  to  sell  thus  and  so  until  I  say  1  am  going 
to  change,"  naturally  ne  would  have  to  say  when  he  was  going  to 
•^diange. 

Mr.  BASiUBTr.  Well,  that  would  be  notice. 

Mr.  Huston.  Well,  Tdo  not  know  whether  you  call  it  notice  or  not. 

Mr.  Babtlbtt.  Is  it  not  a  fact  that  these  casual  conversations  that 
occurred  at  these  meetings  were  so  effective  that  people  who  were 
present  at  the  meetings  and  who  engaged  in  the  conversations  did 
<x>ntinue  to  sell  their  produrts  at  the  prices  at  which  they  said  they 
would  sell  them  until  xurther  notification?  That  is  a  fact,  is  it  nott 
You  did,  did  you  not? 

Mr.  Huston.  No  ;  there  were  variations  from  the  price. 

Mr.  Babtlbtt.  You  sold  yours  at  the  prices  you  suggested  until 
you  notified  them  differently,  did  you  not! 

Mr.  Huston.  If  we  felt  that  a  competitor 

Mr.  Babtlbtt.  Did  not  you  ?  I  beg  your  pardon ;  had  you  gotten 
through? 

Mr.  Huston.  If  we  found  that  a  competitor  had  made  a  definitely 
lower  price,  we  had  given  it  to  be  understood  at  the  outset  that  we 
would  always  protect  ourselves  if  a  cut  price  were  made;  that  we 
would  feel  l>ound  to  meet  the  price  or  lose  tine  business,  one  of  the  two. 

Mr.  Babtlbtt.  But  you  aid  not  feel  even  authorized  to  do  that 
without  notice? 

Mr.  Huston.  Yes,  sir  j  we  did. 

Mr.  Babtubtt.  You  did  it  without  notice;  but  did  you  not  notify 
your  business  friends  who  were  engaged  in  the  same  business  that 
you  had  changedyour  price  ? 

Mr.  Huston.  Well,  the  (me  that  was  directly  concerned  promptly 
knew  about  it. 

Mr.  Babtlbtt.  What  do  you  mean  by  the  one  who  was  directly 
concerned  ? 

Mr.  Huston.  Well,  the  one  that  was  cutting  prices. 

Mr.  Babtlbtt.  You  regarded  this  talk,  this  understanding,  this 
general  conversation  understanding,  as  binding  on  you,  did  you  not? 

Mr.  Huston.  Oh,  no. 

Mr.  Babtustt.  You  observed  it,  did  you  not? 

Mr.  Huston.  In  a  general  way,  as  a  gentleman  would  observe  his 
statements. 

Mr.  Ltttlbton.  As  I  understand  it,  at  ihese  meetings,  you  would 
say  that  you  were  going  to  maintain  a  certain  price ;  that  you  thought 
a  certain  price  ou^t  to  be  maintained  i  and  when  you  said  that,  you 
felt  that  you  would  maintain  that  price  until  you  had  said  to  the 
contrary  to  tiie  same  people? 

Mr.  Huston.  No,  sir ;  it  was  not  put  in  that  way. 

Mr.  Ltttleton.  1  know  it  was  not  I  can  not  imagine  how  it  was 
put ;  but  I  am  tryinjg  to  get  the  substance  of  it. 

Mr.  Huston.  I  simply  said  that  if  any  one  individual  would  say 
that  his  price  was  going  to  be  thus  and  so  until  he  gave  notice  to 
the  contrary,  that  would  be  quite  different  from  the  way  you  put  it. 
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Mr.  LmiiBiON.  Well,  let  me  understand  that.  If  any  individual 
said  his  price  would  be  so-and-so  untU  he  made  a  change  in  it,  of 
course  it  would  be  that  until  he  dianged  it;  but  it  was  understood, 
was  it  not,  that  he  would  not  make  a  change  without  letting  the 
other  ones  know  ? 

Mr.  HnsTOK.  I  think  so. 

Mr.  Ijttleton.  So  that  if  each  to  the  other  indicated  a  price,  and 
each  to  the  other  indicated  an  intention  not  t6  chanee  without  letting 
the  other  know,  until  some  fellow  cut  under,  you  nad  no  reason  to 
r^tdjust  your  prices? 

Mr.  Huston.  Well,  that  would  depend  upon  circumstances.  I  can 
not  say  that  that  would  always  be  the  case. 

A&.  LiTTLETOK.  You  would  uot  do  it  without  letting  the  other 
man  know ;  and  if  you 

Mr.  Huston.  If  I  should  say  to  a  man  that  I  was  going  to  hold 
to  a  certain  price  until  I  notified  him  differently,  I  would  feel  obliged 
to  do  it  unless 

Mr.  Littleton.  Unless  he  had  broken  his  end  of  it. 

Mr.  Huston.  Yes,  sir. 

Mr.  Littleton.  Did  you  bring  some  other  papers  with  you  in 
response  to  the  subpoena  ? 

Mr.  Huston.  No,  sir ;  I  believe  not.  I  have  turned  over,  I  believe, 
all  that  I  brought  with  me,  to  the  best  of  my  knowled^  and  belief. 

Mr.  LmxETON.  Did  you  search  for  all  the  papers  m  connecticm 
with  this  agreement  in  your  place,  Mr.  Huston  f 

Mr.  Huston.  Yes,  sir. 

Mr.  Lrrn^BTON.  And  you  brought  with  you  everything  that  per- 
tains to  it,  that  you  could  find  f 

Mr.  Huston.  Yes,  sir. 

Mr.  LmiiETON.  Did  you  know  of  the  existence  of  similar  agre^ 
ments  in  other  branches  of  the  steel  industry  ? 

Mr.  Huston.  I  think  in  a  general  way. 

Mr.  LnTLBTON.  You  understood,  did  you  not,  that  in  each  branch 
there  were  agreements  similar  to  this! 

Mr.  Huston.  I  had  heard  of  it.  I  did  not  know  it  officially.  I 
had  heard  it  talked  of. 

Mr.  LriTLETON.  You  never  were  present  at  any  meeting  where 
such  an  agreement  was  discussed? 

Mr.  Huston.  Not  that  I  know  of. 

Mr.  LnTLBTON.  Was  it  a  fact  that  agreements  of  this  character  as 
applied  to  steel  plate — similar  agreements — were  applied  to  other 
steel  products? 

Mr.  Huston.  I  do  not  know  anything  about  that,  sir. 

Mr.  LnTLBTON.  That  is  all. 

Mr.  Babtlbtt.  One  other  question.  Did  this  agreement,  or  anv 
of  these  agreements  or  understandings,  whether  in  writing  or  verbal, 
or  whether  considered  as  talk  or  as  general  a^eemente,  raise  the 
prices  to  this  country,  or  were  the  prices  fixed  with  reference  to  sales 
in  this  coimtry,  and  also  with  respect  to  sales  abroad? 

Mr.  Huston.  There  were  no  prices  fixed  at  all  for  export  material. 
•    Mr.  Bahtlbtt.  There  were  none  fixed  for  export? 

Mr.  Huston.  No,  sir. 
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Mr.  Babtustt.  It  is  a  fact  that  prices  for  products  sold  abroad 
were  less  than  those  for  products  sold  for  consumption  in  this 
country,  is  it  not? 

Mr.  Huston.  That  may  be. 

Mr.  Bartlett.  Well,  do  you  not  know  whether  it  is  a  fact  or  not! 

Mr.  Huston.  Not  always;  no,  sir. 

Mr.  Bartlett.  Not  always ;  but  it  was  frequently  the  case  ? 

Mr.  Huston.  It  may  be,  sometimes.  We  do  very  little  exporting 
of  material,  so  I  am  not  qualified  to  speak  definitely  on  that. 

Mr.  Beall.  I  would  like  to  ask  you  a  question  or  two.  At  the 
time  this^  1900  agreement  was  made,  who,  besides  these  companies 
included  in  it,  were  engaged  in  the  manufacture  of  steel  plates  in  this 
country? 

Mr.  Huston.  Who  besides  those  ? 

Mr.  Beall.  Yes. 

Mr.  Huston.  I  can  not  speak  authoritatively.  There  were  a  num- 
ber of  independent  concerns.  There  was  a  mill  down  at  Birming- 
ham, and  I  think  several — ^perhaps  one  or  two — others  through  .the 
South  J  and  one  at  Portsmouth,  Qnio,  and  one  at  Cleveland,  Ohio.  I 
think  it  used  to  be  called  the  Cleveland  Steel  Co.,  but  I  am  not  sure 
of  the  name. 

Mr.  Beall.  Were  there  any  concerns  in  this  territory  in  which 
these  companies  did  business? 

Ifr.  Huston.  We  all  did  business  over  the  whole  territory.  We 
did  business  from  the  Atlantic  to  the  Pacific  Oceans. 

Mr.  Beall.  Were  there  any  companies  in  the  New  England  States 
or  in  the  Middle  States  that  were  not  in  this  association  ? 

Mr.  Huston.  Let  me  see.  There  may  have  been  in  Pittsburg  and 
around  there.  The  fact  is  there  are  some  mills  that  have  changed 
somewhat,  and  I  can  not  answer  that  positively,  sir. 

Mr.  Beall.  What  percentage  of  the  production  of  steel  plate  in 
1900  was  included  in  this  agreement? 

Mr.  Huston.  I  do  not  know. 

Mr.  Beall.  Can  you  approximate  it? 

Mr.  Huston.  Probably  over  75  per  cent. 

Mr.  Beall.  Do  you  think  these  11  companies  that  were  parties  to 
this  first  agreement  made  less  than  90  per  cent  of  the  steei  plate  of 
the  country  ? 

Mr.  Huston.  I  do  not  know  whether  they  did  or  not.  I  did  not 
go  into  that.    I  could  not  answer  it. 

Mr.  Beall.  I  notice  that  in  1906  there  had  been  some  changes  in 
the  list  of  the  companies  that  exchanged  data.  The  Lackawanna 
had  come  in  and  one  or  two  others.  Could  you  approximate  the 
percentage  of  the  steel-plate  industry  that  was  connected  with  this 
exchai^  of  data  ? 

Mr.  Huston.  No,  sir ;  I  can  not. 

Mr.  Beall.  Was  the  steel  represented  a  very  large  per  cent  of  the 
total  production? 

Mr.  Huston.  Probably. 

Mr.  Beall.  Well,  do  you  not  know  as  a  matter  of  fact? 

Mr.  Huston.  Yes ;  that  was  a  large  per  cent  of  the  total  produc- 
tion then. 
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Mr.  Beaix.  Would  it  amount  to  as  much  as  90  per  cent? 

Mr.  Huston.  I  do  not  know  that 

Mr.  BEAUi.  What  would  be  your  best  judgment  about  itt 

Mr.  Huston.  When  you  are  guessing  at  random,  you  sometimes 
go  far  wide  of  the  marK. 

Mr.  BEAUi.  You  have  been  in  the  manufacture  of  steel  plate  for 
many,  many  years. 

Mr.  Huston.  I  should  say  anywhere  from  75  to  90  per  cent, 
althou^  I  have  not  given  that  particular  part  consideration. 

Mr.  BEAiiL.  I  appreciate  the  fact  that  it  would  simply  be  an  esti- 
mate. 

Mr.  Huston.  Yes. 

Mr.  Beaix.  But  from  the  position  you  occupy,^  I  assumed  that 
you  could  form  an  approximate  estimate.  How  did  you  get  notice 
of  these  Gary  dinners  f 

Mr.  Huston.  I  got  an  invitation. 

Mr.  BEAiiL.  You  got  an  invitation? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  You  attended  about  all  of  them? 

Mr.  Huston.  I  think  so. 

Mr.  BEAUi.  I  understood  you  to  say  in  response  to  a  ouestion  put 
by  somebody  here  that  the  question  of  prices  was  not  discu^ed  at 
the  Gaiy  dinners  ? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  Are  you  not  mistaken  about  that? 

Mr.  Huston.  I  do  not  recollect  any  if  Aey  were. 

Mr.  BEALii.  You  made  a  little  speech  at  a  dinner  on  January  11, 
1011,  did  you  not? 

Mr.  Huston.  We  may  have  talked  in  a  ^neral  way;  but  I  mean 
we  did  not  undertake  to  fix  prices  at  such  dinners. 

Mr.  Beall.  I  understand ;  but  you  did  discuss  prices? 

Mr.  Huston.  Oh,  well,  in  a  general  way,  we  probably  did. 

Mr.  Beall.  Was  not  that  the  burden  of  the  discussion  ?  Did  it  not 
revolve  around  the  question  of  prices  ? 

Mr.  Huston.  Not  always. 

Mr.  Beall.  And  their  maintenance? 

Mr.  Huston.  Not  always. 

Mr.  Beall.  As  a  general  thing? 

Mr.  Huston.  Not  always. 

Mr.  Beall.  I  know^  not  always ;  but  as  a  g^ieral  thing  was  not  the 
burden  of  the  discussion,  and  did  it  not  relate  to  the  question  of  the 
maintenance  of  prices? 

Mr.  Huston.  No,  sir.  Sometimes  it  was  never  even  mentioned,  I 
think. 

Mr.  Beall.  Sometimes;  but  I  am  asking  you  now  as  a  general 
thing. 

Mr.  Huston  No  ;  I  do  not  think  so,  as  a  general  thing*  At  some 
particular  periods  it  might  be  natural  to. 

Mr.  Beall.  In  these  remarks  of  jours  on  January  11,  1911,  you 
say:  ^We  are  all  of  the  same  opinicm  about  the  maintenance  of 
prices." 

Mr.  Huston.  Yes. 
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Mr.  BBAiXi.  Wlbat  did  you  mean  by  thatt 

Mr.  HusT&N.  That  we  ought  not  to  go  out  into  destructive  com- 
petition. 

Mt.  Bujojj.  '^  We  are  all  of  the  same  opinion  about  the  maintenance 
of  prices."  How  did  ^ou  know  what  the  opinion  of  others  was  about 
the  mainteftanoe  of  prices  ? 

Mr,  HusTOK.  WeU,  as  expressed.  Probably  there  were  other  re- 
marks made  there  at  that  same  dinner  on  that  subject. 

Mr.  BsAiiL.  Do  you  not  Imow  that  almost  every  speaker  referred  to 
the  question  of  prices,  and  was  not  the  sentiment  ruxming  through  all 
of  it  that  "  we  must  ke^  up  the  prices  and  maintain  the  prices  and 
not  cut  prices^'? 

Mr.  Huston.  Not  go  into  destructive  competition — I  think  so. 

Mr.  BsAiiL.  Is  not  that  what  that  means  ?  I 

Mr.  Huston.  Venr  likely  it  does. 

Mr.  LiTTLEioN.  There  was  not  any  dissent  in  that  record,  was 
there? 

Mr.  BcAiiL.  Not  so  far  as  I  have  been  able  to  discover. 

Mr.  LiNDABURY.  Is  thcTO  any  '^ Applause,"  ^'  Hear,  hear,"  or  any- 
thing of  diat  sort  ? 

Mr.  Beall.  "Applause"  frequently  occurs. 

Mr.  LiNDABURY.  I  understand  that  "Applause"  in  the  record  is 
not  to  be  relied  on  altogether.     [Laughter.] 

Mr.  LiTTLBTON.  That  is  in  the  Congressional  Record. 

Mr.  Beall.  In  some  places  it  might  not  be  relied  on,  but  I  am  in- 
terested in  this. 

Mr.  Babtlett.  Judge  Gary  says  that  those  things  are  taken  down 
by  a  stenographer,  wimout  anybody  correcting  them,  so  I  apprehend 
tnat  this  can  oe  relied  on. 

Mr.  Bbajul.  Listen  to  the  expression,  ^^We  are  all  of  the  same 
opinion  about  the  maintenance  of  prices."  You  knew  what  you  were 
talking  about. 

Mr.  Huston.  I  spoke  toward  the  latter  part  of  the  dinner,  and 
that  was  the  consensus  of  opinion  as  expressed  there,  I  suppose. 
[Laught^.] 

Mr.  Beall.  You  did  talk  about  prices,  then? 

Mr.  Huston.  I  certainly  did  then,  from  what  you  say. 

Mr.  Beall.  And  these  speakers  that  preceded  you  had  spoken  with 
such  plainness  and  directness  that  you  understood  it  ? 

Mr.  Huston.  The  wording  is  given,  I  think,  there.  You  have 
got  it. 

Mr.  Beall.  You  f dt  justified  in  saying,  ^  We  are  all  of  the  same 
opinion  about  the  maintenance  of  prices ''i 

Mr.  Huston.  I  did  not  recall  that  anything  had  been  said  there  at 
all  about  it,  and  I  will  have  to  correct  my  former  statement,  because 
it  passed  from  my  mind. 

Mr.  Beall.  There  had  been  something  said  to  justify  that  remark  f 

Mr.  Huston.  Evidently  there  had;  out  that  book  will  tell  just 
what  was  said.    I  do  not  recall  it  now. 

Mr.  Babtlett.  The  witness,  I  apprehend,  does  not  think  he  ought 
to  be  held  responsible  for  a  speecn  made  at  the  end  of  one  of  those 
dinners.    [Laughter.] 
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Mr.  LiNDABUBY.  I  rather  sympathize  with  that  view. 

Mr.  Huston.  My  glasses  were  inverted,  so  I  do  not  think  there 
can  be  much  trouble  on  that  score. 

Mr.  Beall.  With  that  statement  we  accept  you  as  a  good  witness, 
as  knowing  just  exactly  what  occurred  there,  and  you  were  in  a  po- 
sition to  say,  ^'  We  are  all  of  the  same  opinion  about  the  maintenance 
of  prices."  Did  vou  not  understand  that  that  was  the  purpose  of 
the  Gary  dinners! 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  To  maintain  prices? 

Mr.  Huston.  No,  sir ;  we  often  had  distinguished  guests  there,  to 
meet  with  others.  He  had  at  one  time  Baron  von  Bodenhausen  and 
Sir  John  Hadfield,  I  think  it  was,  of  England.  He  had  the  big  man 
of  German)'^  on  the  one  side^  and  the  big  man  of  England  on  the 
other,  which  caused  some  felicitous  remarks  as  to  bringing  the  two 
together. 

Mr.  Beall.  Were  they  all  of  the  same  opinion  about  the  main- 
tenance of  prices? 

Mr.  Huston.  I  do  not  think  there  was  any  price  discussed  at  that 
time. 

Mr.  Beall.  Did  you  ever  know  the  price  of  any  steel  products  to 
be  changed  immediately  after  a  Gary  dinner? 

Mr.  Huston.  I  do  not  recall  it. 
.  Mr.  Beall.  Did  you  attend  the  dinner  on  May  4, 1911? 

Mr.  Huston.  May  4,  1911  ?    I  think  I  did, 

Mr.  Beall.  A  certain  manufacturing  company  had  been  cutting 
prices  at  that  time? 

Mr.  Huston.  That  was  a  luncheon,  that  you  refer  to? 

Mr.  Beall.  A  luncheon ;  yes. 

Mr.  Hu8ix)N.  That  was  the  Republic  that  was  referred  to;  yes. 
That  was  seriously  discussed. 

Mr.  Beall.  Do  you  know  whether  that  was  the  occasion  of  having 
that  luncheon  ? 

Mr.  Huston.  Very  possibly  it  was. 

Mr.  Beall.  Did  you  understand  that  that  was  the  purpose? 

Mr.  Huston.  I  presumed  it  was. 

Mr.  Beall.  And  at  that  luncheon  you  discussed  this  reduction  in 
prices  ? 

Mr.  Huston.  Yes,  sir. 

Mr.  BEAUi.  Immediately  after  that  luncheon  Judge  Garv  gave  out 
a  statement  as  to  the  prices  that  the  United  States  Steel  Co.  were 
going  to  charge  for  their  products?    Do  you  remember  that? 

Mr.  Huston.  Yes,  sir. 

Mr.  Beall.  Did  you  conform  to  that  price? 

Mr.  Huston.  I  may  have.    I  think  I  did. 

Mr.  Beall.  Do  you  not  know  you  did  ? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  Do  you  not  know  you  did? 

Mr.  Huston.  I  did  at  the  time. 

Mr.  Beall.  Have  you  changed  since? 

Mr.  Huston.  I  have  not  always  had  that  same  rate. 

Mr.  Beall.  Since  that  time? 

Mr.  Huston.  Yes,  sir. 
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Mr.  BsAiiL.  Have  yon  lived  up  to  the  price  that  was  contained  in 
that  statement  that  was  issued  by  Judge  Gary  after  that  luncheon  f 

Mr.  HiTBiOK.  Not  always,  sir. 

Mr.  Beall.  How  have  you  departed  from  itt 

Mr.  HtrsTON.  In  some  cases  we  get  more,  I  think,  and  in  some  cases 
a  shade  less. 

Mr.  Beall.  As  a  general  thing  your  purpose  has  been  to  conform 
to  thatt 

Mr.  Huston.  Probably,  in  a  general  way. 

Mr.  Beall.  After  each, one  of  these  other  dinners,  do  you  recall 
any  statement  being  issued  by  Judge  Gary,  or  by  anybody  else  rep- 
resenting the  United  States  Steel  Corporation,  giving  a  list  of 
prices? 

Mr.  Huston.  A  list  of  prices? 

Mr.  Beall.  Yes — well,  of  changes  in  prices. 

Mr.  Huston.  No,  sir.  This  was  a  case  where  a  radical  cut  had 
been  made  in  bars,  and  there  was  a  drop  of  $8  a  ton.  Naturally, 
that  was  something  that  concerned  the  whole  trade,  as  to  what  should 
be  done. 

Mr.  Beall.  You,  all  of  you,  intended  to  do  the  same  thing,  did 
you  not? 

Mr.  Huston.  It  was  discussed  in  a  general  way. 

Mr.  Beall.  You  intended,  all  of  you,  to  do  the  same  thing? 

Mr.  Huston.  I  can  not  answer  that. 

Mr.  Beall.  Was  it  not  your  intention  when  you  went  to  the 
luncheon  to  abide  by  whatever  decision  was  readhea  there? 

Mr.  Huston.  I  went  there  to  learn  what  was  going  to  be  done. 

Mr.  Beall.  What  was  jgoing  to  be  done  ? 

Mr.  Huston.  If  anything  was  going  to  be  done.    I  went  to  listen. 

Mr.  Beall.  Had  you  heard  what  was  to  be  done? 

Mr.  Huston.  No,  sir.  My  surmise  was  that  something  would  be 
done  with  reference  to  the  radical  cut  of  the  Republic 

Mr.  Beall.  Did  you  not  sruspect  that  some  sort  of  an  agreement 
would  be  reached  at  that  luncheon  on  that  day? 

Mr.  Huston.  No,  sir. 

Mr.  Beall.  You  left  that  luncheon  without  knowing  what  you 
were  going  to  do? 

Mr.  Huston.  I  had  made  up  my  mind  what  I  was  going  to  do. 

Mr.  Beall.  Had  you  made  up  your  mind  that  you  were  going  to 
follow  the  list  of  changes  madel>y  the  United  States  Steel  Corpora- 
tion ? 

Mr.  Huston.  We  only  make  one  product,  as  I  explained ;  and  we 
probably  determined  to  follow  as  closely  as  we  could  that  price. 

Mr.  Beall.  Was  any  change  made  in  &e  price  of  that  one  product? 

Mr.  Huston.  Yes. 

Mr.  Beall.  In  the  statement  issued  by  Judge  Gary? 

Mr.  Huston.  I  do  not  remember  his  statement,  but  I  think  it  was 
to  the  effect  of  a  lower  price  on  plates. 

Mr.  Beall.  Well,  had  you  made  up  your  mind  to  make  that  re- 
duction before  you  saw  that  statement? 

Mr.  Huston.  I  do  not  recall  when  I  saw  the  statement. 

Mr.  Beall.  You  read  the  papers,  do  you  not?  It  was  contained 
in  all  of  the  papers  immediately  after  the  luncheon. 
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Mr.  HuBioN.  I  do  not  recalL  I  may  have  read  that  in  the  paper, 
I  do  not  know  whethw  I  did  or  not 

Mr.  Beall.  Did  you  have  any  information  in  regard  to  it  befora 
you  saw  it  in  the  paper  ? 

Mr.  Huston.  There  was  talking  done  at  the  luncheon,  I  suppose. 

Mr.  Beall.  Did  Judge  Gary  or  anybody  else  representing  the* 
United  States  Steel  Corporation  indicate  at  ttiat  luncheon  what  that 
corporation  was  going  to  do  with  reference  to  a  change  of  prioesf 

Mr.  HuOTXJN.  Judge  Gary  did  not  discuss  any  pri«l 

Mr.  Beall.  Did  anybody  else? 

Mr.  Huston  (continuing.  That  I  know  of. 

Mr.  Beall.  Did  anybocfy  else  representing  the  Steel  Corporation! 

Mr.  Huston.  I  think  it  likely  that  some  of  the  subsidiaries  dis- 
cussed that  they  felt  that  they  ought  to  drop  their  prices. 

Mr.  Beall.  At  any  rate,  as  a  general  thing  you  have  followed 
since  then  the  price  that  was 

Mr.  Huston.  Not  necessarily. 

Mr.  Beall  (continuing).  That  was  expressed  in  that  statement? 
Have  you  varied  from  it  in  any  instance  except  in  some  instance 
where  some  competitor  broke  faith  and  quoted  a  lower  price? 

Mr.  Huston.  Well,  we  were  not  going  to  reduce  prices  unlesa 
somebody  cut  the  price  and  made  it  necessary. 

Mr.  Beall.  You  did  not  quite  answer  tiie  question.  Have  you 
varied  from  that  change  that  was  indicated  in  Judge  Gary's  state- 
ment since  that  time,  except  in  some  instance  where  somebody  else 
has  broken  faith  and  has  quoted  a  low£r  price? 

Mr.  Huston.  I  think  we  have  got  higher  prices  than  that  in 
cases;  yes,  sir. 

Mr.  Beall.  Have  jou  gotten  any  lower  prices? 

Mr.  Huston.  I  think  so. 

Mr.  Beall.  Have  you  sold  anything  at  lower  prices  except  in 
cases  where  somebody  else  ahead  of  you  has  broken  laith? 

Mr.  Huston.  Well,  perhaps  not.    I  can  not  answer  that  offhand. 

Mr.  Beall.  You  do  not  loiow  of  any  instance  ? 

Mr.  Huston.  I  do  not  recollect  at  the  moment. 

Mr.  Beall.  I  believe  you  stated  that  your  general  custom  was  that 
when  you  expressed  an  opinion  as  to  w&at  thi  price  ought  to  be,  you 
maintained  tnat  price  until  you  gave  notice  that  you  were  going  to 
change  it,  except  where  somebody  else  had  violated  good  faith  by 
quoting  a  lower  price? 

Mr.  Huston.  1  think,  as  a  general  proposition,  that  is  right. 

Mr.  Beall.  When  you  discovered  that  somebody  else  had  quoted  a 
price  different  from  the  one  that  you  had  expressed  your  determina- 
tion to  adhere  to,  did  you  advise  anybody  about  that? 

Mr.  Huston.  I  do  not  remember  about  that,  sir. 

Mr.  Beall.  Well,  would  you  report  that  fact  to  anybody  ? 

Mr.  Huston.  Not  necessarily;  no,  sir. 

Mr.  Beall.  Well.  I  do  not  mean  necessarily,  there  was  no  compul- 
sion about  it,  but  did  you? 

Mr.  Huston.  I  do  not  recall  it. 

Mr.  Beall.  You  do  not  remember  whether  you  did  or  not? 

Mr.  Huston.  No,  sir. 
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Mr.  Beall.  Do  you  know  whether  it  was  a  custom  of  others,  other 
steel  manufacturers,  when  they  discovered  somebody  varymg  from 
the  price  to  advise  anybody  else  as  to  that  fact? 

Mr.  Huston.  I  do  not  Imow  of  any  such. 

Mr.  Beaijj.  Was  there  any  person,  generally  understood  among 
steel  manufacturers  cutting  prices,  that  it  was  proper  or  advisable  to 
notify  of  that  reduction  ? 

Mr.  Huston.  I  do  not  think  so. 

Mr.  Beall.  And  you  had  not  done  that  at  all  ? 

Mr.  Huston.  I  do  not  recall  any. 

Mr.  Beall.  I  believe  that  is  all. 

Mr.  Young.  I  want  to  ask  you  a  question  or  two.  Do  I  under- 
stand you,  Mr.  Huston,  to  state  that  at  this  luncheon  to  which  you 
have  referred  there  was  an  implied  understanding  that  you  would 
all  sell  at  the  same  price  after  that  ? 

Mr.  Huston.  No,  sir. 

Mr.  Young.  Then,  how  would  it  be  any  breach  of  faith  if  some- 
body else  cut  the  prices  ? 

Mr.  Huston.  Only  in  a  general  way,  as  I  have  already  covered.  I 
do  not  think  we  need  reiterate  that  two  or  three  times. 

Mr.  Young.  Mr.  Beall  has  been  asking  you  continually  if  you  cut 
the  price  unless  somebody  else  broke  faith.  Now,  I  can  not  under- 
stand that  expression,  to  which  you  have  seemed  to  assent,  unless 
there  was  some  understanding. 

Mr.  Huston.  Simply  in  case  he  said  he  was  mins  to  hold  to  a 
certain  price  and  did  not  do  it;  I  would  call  that  breaking  faith 
with  me. 

Mr.  Young.  Yes;  but  did  these  gentlemen  state  to  you  at  that 
luncheon,  representing  these  different  concerns,  what  price  they  were 
going  to  charge  in  the  future  ? 

Mr.  Huston.  Did  they  state  to  me? 

Mr.  Young.  Yes. 

Mr.  Huston.  I  think  some  of  them  did. 

Mr.  Young.  Did  they  all? 

Mr.  Huston.  I  can  not  say  that. 

Mr.  Young.  Did  they  promise  you  that  they  would  notify  you  if 
they  changed  their  rates? 

Mr.  Huston.  I  do  not  recall  that. 

Mr.  Young.  Do  you  say  that  they  did  not  ? 

Mr.  Huston.  No  ;  I  do  not  say  whether  they  did  or  did  not.  I  do 
not  recall  it. 

Mr.  Young.  You  do  not  remember  any  such  thing? 

Mr.  Huston.  No,  sir. 

Mr.  Yoxtng.  I  simply  want  to  find  out,  if  I  can,  Mr.  Huston, 
what  is  the  exact  trutn  about  this.  Certain  gentlemen  seem  to  think 
there  was  an  understood  agreement  there. 

Mr.  Huston.  There  is  no  understood  agreement  Let  me  say  that 
it  is  the  general  broad  principle  that  if  a  certain  price  is  felt  to  be  a 
fair  and  a  right  price,  each  one  for  himself  feels  that  he  ou^ht  to 
maintain  that  price  and  not  vary  from  it  to  the  detriment  of  his  fel- 
lows without  he  diould  let  them  know,  but  without  any  agreement^ 
express  or  impUed,  to  that  effect 
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Mr.  YoimG.  That  is  all  there  was  to  itf 

Mr.  Huston.  That  is  mj  understanding  of  it. 

Mr.  LiNDABUBY.  That  is  doing  unto  others  as  you  would  they 
should  do  unto  you. 

The  Chairman.  The  chairman  is  advised  that  there  is  a  caucus  to 
be  called  at  2  o'clock.  For  that  reason  the  committee  will  suspend 
process  to  attend  these  meetings  until  10.80  o'clock  to*morrow  mom* 
mff.  All  witnesses  subpoenaed  to  appear  before  the  committee  to-day 
wm  answer  to  that  process  to-morrow  morning  at  10.80  o'clock. 

Mr.  HiTBTON.  Do  I  understand  that  I  am  excused  now  ? 

Mr.  Beall.  I  think  we  might  excuse  him. 

The  Chatbman.  You  are  excused ;  and  I  will  say  to  you  that  the 
papers  furnished  to  the  committee  will  be  returned  to  you  as  soon  as 
the  stenographer  makes  a  copy  of  them. 

(The  committee  thereupon  adjourned  until  to-morrow.  Wednes- 
day, July  26, 1911,  at  10.30  o'clock  a.  m.) 

(The  statements  submitted  by  Mr.  Huston  follow :) 
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JOLY,  itoi. 


Deductions 

■cribed    '   p„  I 

(pou-d*).  j  ^.  I 


121,963 
890,  TW 
1,316,737 

Z,2te,IM 

sa'.tK 


2,1H).143 

ui.n7 

Z,1M,0 
3B3,»7 
348,671 


2»,3n,im  iioaoo 


A.  8.  4  W, 

Worth.'.'.'.' 

-    tral 

k.. 

Total. 


ta,4at 

2.187,073 


aOO  .    IiS,7S8,7t8  I 


«,i8a.ra 

«.««.» 

OLM 

4,t7S.SS 

t,M3;.M   

B31.TS 

3,107.37   

6,Sftn 

3.2711.30   

lt.314.2S  U.Z14.3S 


A.  8.  *  W. 
lUinoli.... 
Wortb.... 
~     tnl 
k.. 

TOUI. 


.lll.T43,M2  l.TSe.M 


lOaOO  't,MI, 731,179 


Tax  acooaiil. 


laeo;     11,741.81 

340  i"'36,"B77.'M 
1,40  ;  '  "9,"iBJ.'Bs" 

loo  I 

loaoo ;  i«i,«>4.3o 


TJHITED  STATES  STEEL  COBPOKATION. 
$bKan«nt«— CoBtiaued . 

AUQUBT.  UOl. 


Ucmbnt. 

Bold 
^    Cponnd.). 

BUpiwd 

oenl. 

s 

Per 

Cbujed. 

c».«. 

SSS^: 

■   mxuiM 

i.aa        B7 

'!    i 

1>            M 
10            W 

1-            M 

«         ia 

3,      .  M 

7!w 

4.Q0 

S.40 
S.KI 

i.to 

S3            M 

'!      P 

s        oa 

U-SO 

T.OO 
4.20 
10.  to 

a 

3.40 
l.W 

|119,«8.«6 

.;  w 

.      101 
.      1Z5 

:    H 

»,247.a3 

U,UO.IO 

ii,Ms.os 

36,M8.M 

17,4^.40 

3J.W8.« 

g,«a.M 

41,010. «) 

ToW 

■  '."".•»."• 

l.M7,«M,«8 

100.00 

1,7«1,S07.»06 

100.00 

170,  no.  u 

iTO,sa*.u 

Olanow  (ihl 
Elitlllsd 
Shipped, 


lihlmDaM,  NoTanbra,  1)00,  to  Angiul,  ItOI,  Inoluili*): 


UNITED  STATES  STEEL  COBPOBATION. 
StatanmU—CoataxMed . 

SEPTEMBER,  IMI. 


SbipmeaU.  gicai. 


Deductlom 
(pounds).     J. 


(pounds). 


I  Twuble  iblpmeou. 


A.  8.  4  W 
nilQOli. . . 
Wortb... 


4,891,174  ISl.Si  I  95.130,4; 

212,438       3.80  I  7,031,44 

2,SRI,37T  .    li-tn  I  ii,in,i5 

43,81S  I    *.K  ,  11,071,70 


l,7fil,S» 
7,033,107 


ToUl 

100..0 

1*4,173,484 

10,215,828  jl 

(O-OO     163,927,636    29 

209,000  1M.00 

lM,7I8,9Se 

Bntltkdto 

Ont 

(poandi). 

Sbart 

(pounds). 

T«. 

10.02 

!02 
.02 

Debit. 

»7, 188.22  !. 

Per 

3.00 

Peum: 

SS^' 

IMI 

3,SI»,108 

lo'SK 

u,3r, 
4;e4i 

6M 

1,600,MI 

S3,3J1.10 

■■   592,'2m' 

675,618 

718.38  1. 

1,0*3,070 

2.  CM.  14 

1,184.47'. 

2. 477,  .MO 

..':"':^. 

3,295.01  :. 

^^i^Ur-:-:: 

S83,l«& 

1,166.  as 

00.  oo 

1HT18 

8,339,964 

8.339.964 

.02 

12,879.93 

1I,679.B» 

Total  (0 

Umont 

Shipped 
pounds). 

,016,731,825 

135)  9m' 350 
83,146,001 
205, 7W,™ 

165;  w*;  129 

59,800,984 
48,780,559 
39,  OSS,  997 

M.10 

*:3o 

s:5o 
2:00 

T»xao 
Charged. 
1120,17*88 

»..,. 

llemben. 

Bold 

(pound*). 

428,413,430 
109.835,801 
140.265,000 
92H7,g34 
188,375,933 
111,830,000 

42,880,820 

pounds). 

,121,972,0*8 

ass 

87,960,902 
216,2*3,366 

«;«8;^ 

40,808,068 

Per 

Crediled. 

40 

eo 

00 
40 
80 
00 

90 

12.687.46 

gT::::::::;:: 

28.007.96 

■  '46*933;  W 

11,895.96 

TIdewsler 

*2,Z06.>] 

Tot«l 

1,347,891,118 

,141,857.922 

100.  <» 

,946,135,141 

106.x 

182,889.44 

182,».44 

UNITED  STATES  STEELr  OOBPOBATION. 
StatemenU — Continued. 
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OCTOBER,  1001. 


Members. 


Shlpmente,  grois. 


I 


Per 

cent. 


Pounds. 


Camegie 51.00 

Jooes i    3.60 

Liikens '    8.40 

A.S.<kW 4.00 

lUinois ia40 

Worth i    6.80 

Central I    8.20 

Park '    2.20 

Otis 3.00 

Tidewater. 2.40 

Total 100.00 


119,830,219 

8,493,503 

19,632,628 

9,443,351 

24,362,203 

15,857,357 

19,320,630 

5,133,115 

7.094.082 

5,673.410 


Deductions 

asnre- 

acrioed 

(pounds). 


4,713,118 

348,531 

3,581,746 

332,246 

44,688 

1,510,284 

1,826,040 

711,910 

44,694 

2,810 


Shipments,  net. 


Per 
cent. 


61.90 
8.70 
7.20 
4.10 

11.00 
6.50 
7.90 
2.00 
3.20 
2.50 


Poimds. 


Exemp- 
'      tions 
(pounds). 


'Taxable  shipmentsi 


116,117,101 

8,144,972 

16,050,883 

9,111,105 

24,317,514 

14,847,073 

17,494,690 

4,421,206 

7,049,488 

6,670,600 


I 


234,840,496     13,115,967  100.00     221,724,531 


20,000,000 

1,342,867 

825,429 

1,137,857 

2,199,143 

551,857 

2,159,429 

383,857 

248,671 

360,000 


Per 
oent. 


I 


Pounds. 


29,209,000 


49.50 
3.60 
7.90 
4.10 

11.60 
7.20 
7.90 
2.10 
3.60 
2.80 


100.00 


96,117,101 

6,802,116 

16,235,464 

7,078,348 

22,118,871 

13,796,216 

16,335,1(1 

4,037,848 

6,800,917 

5,810,e00 


193,515,581 


Entitled  to. 


Members. 


Per 
cent. 


Pounds. 


Over 
(pounds). 


Camegie 46.25 

Jones i    4. 75 

Ltukens '    7.50 

A.  8.  &W 5.50 

Illinois 11.00 

Worth 7.00 

Central ,8.00 

Park 4.50 

Otis 2.50 

Tidewater 3.00 

Total tl00.00 

I 
I 


89.038.433    6,078,668 

9,144,488  ' 

14.438,665  ,    786,789 

10.588,354  

21,176,708  941,663 

13.476,087  319,129 

15.401,243    

8.663,199   

4.812,888        1,988,029 
5,775,466    

192,515.531       10,114.278 


Short 
(pounds). 


Tax. 


Debit 


iao2 

2,342,373 

.02 
.03 

2,615,106 

.03 
.02 

.02 

*  66,082 
4,625,851 

.02 
.02 
.02 

464,866 

.02 

812,167.33 
""i*67i*68' 


1,883.32 
638.26 


10,114,278  I       .02 


3,976.06 


Credit. 


84,684  75 
"5,'23a2i 


183.15 
9,251.79 


029L7S 


20,228.55 


20,228.55 


Members. 


Camegie... 

Jones 

Lnkens 

A.8.  &W. 

nifaiois 

Worth 

Central.... 

Park 

Otis 

Tidewater . 


Total  for  8  months. 


Sold 
(pounds). 


Total. 


482,708,780 

113,564,294 

167,636,000 

97,772,062 

177.522,247 

125,036,000 

165,600,000 

52,286.000 

75,960,218 

46.349,562 


Shipped 

(gross 
pounds). 


1,241,802,267 
102.185,882 
183,391,402 
97,404,253 
239,605,569 
131,951,393 
208,015,068 
69,292,339 
56,510,769 
46,539,478 


Per 
cent. 


52.30 
4.30 
7.70 
4.10 

10.10 
5.50 
8.80 
2.90 
2.40 
1.90 


Shipped 

(net 
pounds). 


1,131,848,926 

93,106,446 

152,001,233 

92,257,706 

230,107,253 

121,437,557 

183,488,719 

64,022,188 

56,830.047 

43,759,597 


1,494,485.153   2.376.698.420     100.00  2,167,869,672 


Per 
oent. 


Taxaoeoont. 


Charged.    ;    Credited. 


52.10  I  8182,332.21 

4:30  t 

7.00 

4.30 
ia60 

6.60 

8.60        28,476.80 

3.00 

Z60 

ZOO 


11,116.76 
'i4,'556.'78 


16,872.02 


100.00  1    202,347.57 


$14,405.95 


57,532.25 
'37,'665.'43 


50,185.28 

'48,'iaa.'M 


202,347.57 


UNITBD   STAXES  STEEL  COBPOBATION. 

SlatenimU—CaatiaM«i . 
NOVElCBEIt,  itei. 


el>lpmenU,gn». 

<|Mnnd«). 

■■  s 

'■  i 
''  i 

8,.,-^.c.. 

Eremp. 

,,53.,. 

■!     S 
'     1 

M 

Uembcn. 

P«r 
ant. 

..1  e.«o 

:J  'a 

-1  '■" 

I    i 

cent 

81.70 

i.tn 

A.KI 

i:$ 

0.40 

10.  ao 

fS 

Z.JO 

pMlDdl. 

"    s 

!           « 
It           7» 
11           04 

i  i 

Pa- 

P.^ 

li. « 

7.00 

II 
il 

3.  CO 

PIe 

Ill 

is.iw;w 

.IK).  00 

18T,TM,8M 

ia,«l7,(B3 

100.00 

moo 

A.8.A  W. 
DUaoU.... 
Worth.... 
Mntnl.... 

— 1. 

Total. 


10,190,763 

e'uilau 


2,070,216 


2,127,421 

"zliiiiiOT , 


tB,«8.47 

M2.17 

0.10S.80 

i-W-H 

4,003. 3> 

"i;4M.'«t 


Total  lor  U  moDtlu. 


Sold 
(pound,). 

8blpp«i 

poundi). 

266,043,079 
144,376,000 
228,403,640 
74,444,403 

02,674,417 

cent 

shipi-d 

(DFt 

■■g:S:S 

i",. 

Ch»fpd. 

Cndltrt. 

sn 

018,020 
80$:  000 

if 

K 

Gt.30 
4.x 

6.70 
0.60 
l.» 
1.66 

tlSS, 200.68 

**'wb;ms:3» 

iS 

11.618,  W 

10,206.03 

17! 

37,681.60 

"■»,'oi7."c7 

.416,SSS  J      a).H4,639  I 


l,S10,268,«ei   2,6M,4t 


S0,«»4     100,00  .    217,967.11 


UNITED  STATES  STEEL,  COBPOBATION. 
Statemmit—Coat  inued . 

DECEUBER,  1901. 


Sold 
(pound.). 

Shipped 

(pan 
pouDds). 

l,42»,3H,mi 

113,n0,147 

iae,33s,s4S 

273,131.114 
196,7M,MI 

Hi 

Per 

OTlt. 

S2.30 

7.70 
400 
10.00 
i,70 
S.80 
ISO 
2.fi0 
2.00 

pound.). 

Pef 

Charsed. 

Cndltcd. 

S:^;!Ig 

I,312,«1,g»1 

n' 10,311 

U;30 
1.0 
8.  SO 
1.» 

mso 

&.70 
&G0 

is 

210 

(12S,liH.a 

117,  TO.  03 

iais.08 

.    338,Sll,07a 

'  is7,ssi,aoo 

■'aaloriM 

3.iii'» 

2B.8W.7II 

17.W.20 

ll,M3.42a,7Sl 

2,739.0)7,351 

moo 

2,  SOB,  MS,  B» 

10100 

1B1.$«.14 

1S4,M«.H 
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UNITED  STATES  STBRL  OOBPOBATION. 


§ 


< 


:SSa2 

!) 

i: 

5  1 

•  pfOPwi   "5   'CD 

572. 

jrfa--- 

cf 

1 

9 


93 


S' 


c« 


I 


S 


I 


•^         ■»  1^ 


§ 


CO 


Si 


n 


i 

I 

H 


« 


I 

i 
I 


I 

Cl4 


•9 


Q0aOOt<9i0G0>0>0 

Q»uiio«4o6a6^e4eQ 


o 


8W  flO  ^  »^  «  ^  •«  ^ 


9SS&9IQ9S9 

<D«d^r^<doBe4eoel 


§ 


^ 


§§i 

;g 

§; 

s 

'5¥i 

:2 

f : 

8' 

1                   1 

•  ^4 

1^ 

8 


8 


8 


8 

fi 


8 


Deductions 

aspre- 

soilbed 

(pounds). 

3,002,470 

362,647 

544,340 

414,537 

516,720 

.  969,496 

532,881 

81,553 

66,810 

6,581,462 

1 

Pounds. 

103,392,775 

12,771,730 

0,402,594 

14,623,124 

12,114,220 

17,533,026 

4,821,440 

5,644,420 

4,437,886 

i 

1 

1 

04 

8SS3SS8S9 

«d«diet.^«Da»e4eoH 

8 

n  1 


I 


I 


I 


38S 

«k    «h    ah 


8S^ 


g 


CO 


4i 


>•€ 


• 

! 
i 
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7,903.37 
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nNITED    STATES   STEEL   COEPOBATION. 

SUdemenU — Continued . 

JANUARY,  1MB. 


WotUBT.'.'. 


Export^  etc 

(pODIllb}. 


20,831,838 

a,3»,a3i 

9,134, filO 
S,  184,379 
0,837,MB   . 
4,883,130 

"k.','iia,''x&\. 


80,8(3 

"a^TTS' 


X3,711,IT9        Un.00  I 


8,134,138 
«,S3T,WI 
4,78B,3U 


FEBBtTABT,  1308. 


™.. 

Sold  (pound!). 

1 

00 
48 

BlilpiiUDtt,era>i. 

•gai.r 

Ptrotnt.        Poundi. 

Ptrcatt.        Foimd*. 

61.40          134,mT,3«.         l(l,28T,«Se 
8.80:         2a,M3,l»«             1,306,738 

8.:tl            13  83^137             1,441^088 

7.00 :      10,323.286         4^a33.en 

1%'    «Sg        ^:SS 

taool 

8.70  1 

tii 

3.80 
S.5S 
.50 
.00 

.70  1 

•SI:S;S; 

4.308,  SW 

ToW. 

3M,14»,B89 

100. 

» '     34S,»4,9n  1       iG.«04,«ia 
Tot»l  lor  S  month 

loaool 

217,880,730 
Per  cent. 

48.40 

48 

10 
88 
30 
8 
38 
It 

776,000            41.668,308            &B0 

804,000            37.788.103           7.80 
6ie.6.»)            17,800,181            3.  TO 

SS     SSSi:    IS 

883, OU            13.806.7IT  '         X80 
S™.M«             8,882,470           1.80 

,474            1.30 

— -i^raim 

43e,2«J,T»7 

1 

UNITBD  STATES  STSEL  COBP0&&TI0N. 
Sfat«mmt*-— Continued. 

UABCH,  IM. 


NUMt. 

Sold  (imiiidi). 

■isss.r 

Stdpa«lti,lut. 

Psooit. 

Potmda. 

PttMBt 

Pomda. 

CUwd. 

ISss 

18,W7,I»Z 

ia.OM 

61.80 

a.  10 

ts 

6.10 

4.10 
3.90 

i.K 

■asts 
Si 

4;5S3,2« 

4^710 

i,aM,»4S 

2,881,131 
'141604 
1,128. 4ao 

421480 

ft!  40 

J:S 

i.eo 

1.60 

Si 

lis 

io,uo,m 

felK 

3,20 

B,  702. 430 

U2.1ia 

3.10 

0,300,315 

Total 

^^^ 

100.00 

304.  WG.  262 

37,722,884 

100.00 

W.110,318 

HUDM. 

Bold  (poondt). 

5e;4B8:27l 

34' 161I703 

13,236,763 

Pnocnt. 

"Ks.r 

»-«. 

(knHl. 

Ill 

60.» 

3.80 

11 

IE 

ffiSi::::::::::::::::::::::;;::: 

1 

801,688 
838,000 

SSiiii:;::::;::::::::;::::::::: 

SlflO 

20,478,004 

i« 

■■■»:m.m 

7KI,2at.Ul 

».» 

703,«6,U» 

no 


ni^ITBD  STATES  STEEL  CORPORATION. 


Names. 


Cwoefsfe 

Worth 

Uttnoto 

Lukens^. 

Central 

Cwnbria 

lones 

Otis 

American.... 

Glasgow 

Tidewater... 
Lackawaona. 

Total.. 


^(atem«nt9— Oontinued . 

APRIL,  igOfr-Conttnned. 


Sold  (poands). 


625,928,568 

94,746.000 

20,540,218 

110.760.000 

104,364.000 

47,222,765 

68,509.090 

35,400,000 

31,676.107 

27,155,100 

55,222 


Total  for  4  months. 


1,106,357,079 


"•i^^<fir!^«'«"'- 


Shipped  (net 
pounds). 


-  i  _ 
I 


531,696,588 
90,035,420 
75,393,934 
89, 121, 194 
76,002.350 
42,039.623 
51,884,283 
33,671,129 
33,060.046 
18,414,632 


49.60 
8.40 
7.00 
8.30 
7.10 
3.90 
4.80 
3.20 
3.10 
1.80 


451,525,938 
85,826.630 
75,163,205 
83,779,664 
59,644,002 
41,326.016 
47.935,253 
33.405,511 
32.414.289 
17,998,483 


Per  cent. 


.1. 


29,921,756 


2.80 


29,509,641 


1,071,330,955        100.00  958,529,622 


47.10 
9.00 
7.80 
8.70 
6.20 
4.30 
5.00 
3.50 
S.40 
1.90 


3.10 


100.00 


MAY.  1905. 


Names. 


Camegie 

Worth 

INinoU 

laikens 

Central 

(^umbrla 

Jones 

Oils 

American 

QIasKow 

Likckawanna. 

Total.. 


Sold  (pounds). 


39,721,280 

28.000.000 

34.008,551 

21.344.000 

16.000.000 

7,272.111 

6.506,918 

9.000,000 

7,8S;)  OSQ 

1.2G6:S00 


171,002,749 


Shipments,  gross. 


N 


Percent. 


Pounds. 


Exports,  etc. 
(pounds). 


Shipments,  net. 


Percent. 


Poands. 


171,874, 
24.35S, 
23.123, 
32, 138, 
25.031. 
15,407, 
20,-750, 

8,530. 
11.081. 

4,209. 
14.545, 


383 
461 
915 
45S 
S16 
018 
437 
953 
622 
5S2 
630 


l»,fi5l. 

2,310. 
320. 

2,412. 

1,809, 
151, 
997, 
265, 

1,436, 
211, 


102 
300 
483 
945 
411 
856 
445 
040 
955 
867 


351,653,874 


47.40 

l.'»,223.281 

&80 

22,048.101 

7.10 

22.803.432 

9.20 

29.725,513 

7.20 

23,222.404 

4.70 

15,255.762 

a  10 

19,752,992 

2.60 

8,2a5.9U 

3  20 

10,244,067 

1.90 

3.997,715 

4.50 

>           14,545.630 

28.567,464  i      100.00 


323,065.410 


Names. 


esffnegle 

Worth 

minols 

Lukens 

Cenlfat 

Cambria 

Jones 

Ot!s 

American . . . 

GlAseow 

Tidewater... 
Lackawanna , 


Total  for  5  months. 


Sold  (pounds). 


666.649,848 

122.746.003 

54..'i48.769 

132.104.000 

120.3G4.000 

54.404.^70 

76.016,017 

44,400,000 

39, 559. 196 

2^,421,900 

55.222 


Total 1, 337,359,  S28 


Shipped  (gross 
pounds). 


Percent. 


Shipped  (net 
pounds). 


I 


703,570, 
114,393. 

98.517. 
121,359. 
101,124. 

57, 447. 

72,(i34. 

42,202. 

44.741, 

22,024, 


971 
8S1 
^ 
652 
165 
241 
720 
0S2 
66S 
214 


49.50 

8-10 
6.90 
a50 
7  10 
4.00 
5.10 
2.90 
8.20 
1.06 


604,749.219 
107,874,731 
97,966,727 
113.505,177 
K2,86G.400 
.SO,  582, 678 
r.7,fi8S,245 
41.071,424 
42,65S,956 
21.996.19S 


44,467,386 


3.10 


Percent. 


47.10 
8.40 
7.00 
S.90 
6.40 
4.41) 
5.30 
3.90 
3-40 
1.70 


44.055,271 


a  50 


1,422, 083.  <«29         100.00  '    l,281.G1.V032 


IOOlOO 


UNITED  STATES  STEEIi  COBPOBATIOIT. 


771 


6^tateirMTit*~0(mtinued. 
JUNE,  igos. 


Names. 


Carnegie 

Worth 

Illinois 

Lukens 

Central 

Cambria 

Jones 

Otis 

American 

Olasgow ^. 

Lackawanna.. 


Sold  (pounds). 


140.346,480 

25,400,000 

32,066,313 

24,647,000 

27,365,000 

2,558,395 

7,858,667 

9,000.000 

5,320,675 

3,755,300 


Shipments,  gross. 


Total. 


278,316,830 


Per  cent. 


41.30 
7.90 
7.60 

11.80 
7.60 
4.10 
5.30 
2.70 
4.50 
1.80 
5.40 


Pounds. 


Export,  etc. 
(pounds). 


125,934,923  ' 
24,000,791 
23,048,241  I 
35,256,008 
23,289,380 
12,402.544 
16,286,354  ' 

8,455,857 
13,833,809  ) 

5,413,142  I 
16,507,192  [, 


10,697,166 

1,715,182 

298,300 

2,693,447 

2,322,631 

49,350 
1,245,495 

33,585 
2,667,483 

99,725 


100.00  I        304,437,241 


21,722,364 


Shipments,  net. 


Per  cent. 


Pounds. 


4a  80 
7.90 
8.00 

11.60 
7.40 
4.30 
5.30 
3.00 
4.00 
1.80 
5.90 


100.00 


115,337,757 
22,294,609 
22,749,941 
32,502,661 
20,966,740 
12,853,194 
15,040,889 

8,^,272 
11,166,826 

5,313,417 
16,507,192 

282,714,877 


Names. 


Carnegie 

Worth 

Illinois 

Lukens 

Central 

Cambria 

Jones 

Otis 

American.... 

Glasgow 

Tidewater... 
Lackawanna. 


ToUU, 


Total  for  6  months. 


Sold  (pounds),  i  ^^^^r^  1  Per  cent. 


pounds). 


805,996,328 

148,146,000 

86,614,082 

156,751,000 

147,729,000 

57,053,271 

82,874,684 

63,400,000 

44,879,871 

32,177,200 

55,222 


829,605,894  48.30 

138,403,672  ,  8.00 

121,666,090  7.00 

156.515,660  I  9.00 

124.413,545  7.20 

09,849,785  4.00 

88,921,074  5.10 

60,657.939  2.90 

68,575,477  3.40 

28,037,356  L60 


Shipped  (net 
pounds). 


60,974.578 


3.60 


1,615,676,658       1,727,421,070        lOaOO 


720,086,976 

130.169,340 

120,716,668 

146,007,738 

103,833,155 

68,035.872 

82,729,104 

60,093,696 

63,825,282 

27,309,615 


60,662,463 


l,.Vi4,329.909 


Percent. 


46.30 
8.30 
7.70 
9.30 
6.60 
4.40 
5.30 
3.20 
3.40 
1.70 


3.80 


100.00 


JULY,  1905. 


Namen 


Carnegie 

Worth 

Illinois 

Lukens 

Central 

Cambria 

Jones 

Otis 

American 

Olftspow 

Lackawnnna. 


Total. 


Sold  (pounds). 


82,938,160 

14,000,000 

9,431,492 

36,6.')3,000 

17, 58.%  000 

2,434,255 

13,376,217 

8,000,000 

0,706,623 

2,670,800 


Shipments,  gross. 


Percent. 


193,794,547 


Pounds. 


1 


136,625,786 

22,332,910 

22,073,373 

2.%  447, 336 

22,333,689 

8,397,118 

15,009,895 

7,876,300 

9,614,810 

6,260,047 

12.729,848 


Exports,  etc. 
(pounds). 


277,405,902 


14,918,748 

1,460,059 

1,020,542 

763.225 

3,02S,413 

67,249 

1,109,036 

61.828 

939,980 

170.58.'> 


Shipments,  net. 


Per  cent. 


23,534,064 


Pounds. 


111,612,038 

20,872,861 

21,051,831 

24,()84.001 

19,20.'*,  278 

8,229,869 

13. 900. 8(0 

7,814.372 

8.674,830 

5.096.462 

13,729,848 


X^,  871. 238 


TJKITRD  STATES  8TBBL  CKmFOBAnON. 


ToUlfOrTDMitbi. 

Num. 

8ald(poaadi). 

»S£ir" 

p— -  "sssr 

Psaat. 

nUTUWllI 

00 

i 

i 

92 

M            80 
U            SI 

ii    1 

7            09 
10            (0 
5            30 
e            87 
S            OS 

™;*ii;iM 

::::::::::i nMm 

AUGUST,  IM, 


niiDoii 


3,OD,iU 

0,000,000 

j),u8,ait 


ta^ 


l,18i,ai7,Mg 
190,640,000 

w.ue,tii 


108, 071, XU 
70,400,  ODD 
02,lll,lt» 


USITED  STATES  STEEL  COBPOBATION. 
S  tdttmrnu— Goiitiiiii«d . 

BBFTXlf  BBR,  lOOt. 


Nmdm. 

8<rtd(pMIDd». 

Ml,  41^  730 

III 

ahlpniBilK  (ia>. 

''^SS^ 

atdpn«iti,nn. 

««.,. 

Pomuk. 

PW«IBt. 

PoimA. 

CttlMltS 

»:»3» 

■^•ss 

S;S;S 

SiSS-iS 

,^i,i 

e2B,a«T,«iB 

3tfi,B10,OTS 

M,«,074 

CUIIHit... 

Wocffi,.... 


Omtnl.. 
Joom...'. 


ToM... 


1MO(>7,00 


8o,«g,«n 

1M,W^9M 
70,400,000 

G7,a7o,iao 

5S,Z31 


1M,I 


I,1U>11S,0U 
Il^MSTS 
lHBffi>,«W 
3Sl,3ti,g>l 
lOCOT^SM 

o«,7naa2 

tI8,M,40« 

7S,tos^teo 

sa,flni,3M 


S,841,«e,00l      l,TU,fl04,88t 


« 

TOBER,  ins. 

<mu,tr<m. 

1   »« 

Nunn. 

!        HUpn 

iiMnti,iwt. 

PCTonit. 

Pound*. 

^5»«-  p.„. 

PootHta. 

CuncElt 

IS 

Ill 
III 

' 

Ill 

485, 101,101 

m,si6,m 

1 

. 

UNITED  STATES  STEEL  COBPOBATION. 
S((i(«tn«n{«— Continued . 

OCTOBER,  ISOB-OmtliiiKd. 


ToWtariomaDt 

». 

Namn. 

sold  (poan*). 
1,81  '          lUS 

18         on 

1    i 
•    i 

!0T,T6!,»M 

21lli80|3U 
111,797, IM 
lSe,008,lH 
81.871,207 
e5,S«,8(H 
18,S7B,185 

Peraol. 

"ssssr  "—•• 

■gfe ;:;;;:;;;; 

118,923,813 

3,S28,3«.766 

3,1U,«0,8(»7 

. 

NOVEUBER,  ItOS. 


ShlptoeDti.  [mi. 


cent.         Poundi. 


i9,u7,ea:' 
lo^ian'.cao. 

7,437,733, 
IE,3U,8flB    . 


M,88S,e»  I      100.00 


Sold(poa.d.).>'"PPS,fir'i''"'=«"-l  ^"S-T  r'''' 


3,861.872,353  1    3,N7,13a,ft43  i      100.00      S,19T.18I.T«e 


X7KITSD  STATES  STEEL  COBPORATION. 


775 


StataMnU—Ooniimied . 

DECBMBBB,  1005. 


1 

Names. 

Sold  (pounds). 

277,543,440 

34.680,000 

150.060.310 

24,717.786 

35,672,000 

42,878,878 

15,514,280 

0,000,000 

5,174,520 

4,073,146 

Shipments,  gross. 

I 

Export,  etc.   ! 
(pounds). 

14,336,474 

1,040,845 

1,306,262 

1,450,183 

2,381,884 

355,324 

221,400 

68,330 

1,076,030 

164,158 

\Shipments,  net. 

Percent. 

48.00 
6.00 
7.50 
0.10 
0.80 
4.20 
5.40 
X40 
2.00 
2.10 
5.20 

Pounds. 

171,538.015 
20,802,101 
26,108,680 
31,034,568 
22,284,623 
14,854,011 
18,832,181 

8,800,060 
10,263,005 

7,262,330 
18,304,268 

Per  cent. ,      Founds. 

Carnegie 

Worth 

Illinois 

Lukens 

Central 

Cambria 

Jones 

Otis. 

American 

Olasgow 

48.20           157,202,441 
6.30             18,861,366 
7.60             24,707,267 
0.30             30,484,876 
6.20             10,002,730 
4.50             14,408,687 
5.70  ,           18,610,781 
2.80              8,838,680 
2.60              8,286,075 
2.20               7,006,168 

5.60             18,304,258 

Total 

600,144,378 

100.00 

351,101,351 

34,275,700 

100.00           326,885,661 

1 

Names. 


Carnegie 

Worth 

lUinois 

LfUkeos 

Central 

Cambria 

Jones 

Otis 

American 

Olasgow 

Tidewater... 
Lackawanna. 


Total  (or  12  months. 


8old(pounds).|8b.PPjd^^|p„^..    Bt^^^i 


2,442,856,008 

801,824,000 

357,613,160 

341,313,786 

341,137,600 

166,454,047 

237,031,781 

106,400,000 

84,800,701 

78,475,306 

55,222 


1,044,846, 
205,050, 
265,101, 
322,106, 
268,008, 
130,030, 
107.378, 
102,358, 
116,052, 
63,076, 


600 

032 
153 
367 
456 
574 
107 
080 
730 
638 


Total. 


160,668,040 


4.454,016,731      3,848,607,304 


50.50  1,737,767,771 

7.70  270,553,837 

6.00  260,381,424 

8.40  305.605.626 

6.60  214,027,702 

3.60  137,004,881 

5.10  186,362,432 

2.70  101,061,316 

3.00  08,036,071 

1.60  61,420,446 


3.00  150,256,825 


100.00      3,524,367,330 


Percent. 


48.30 
7.70 
7.40 
8.70 
6.10 
3.00 
5.30 
2.00 
2.80 
1.70 


4.20 


100.00 


JANUARY,  1036. 


Names. 


Camef^c 

Worth 

Illinois 

Lukens 

Central 

Cambria 

Jones 

Otis 

American... 

Clasgow 

Lackawanna 

Total. 


Sold  (pounds). 


157,235,120 

30,260,000 

21,344,000 

28.883,000 

18,874,600 

0,605,847 

17,588,558 

0,000,000 

4,502,622 

3,110,000 

33,402.000 


Shipments  gross. 


Pounds. 


333,405,647 


102,884,571 
30,481,024 
26,802,037 
36,305,007 
25,274,.S24 
18,803,564 
23,564,450 

0,428,a'S6 
11,042.137 

7,002,828 
16,421,318 

308,180,416 


Export,  etc. 
(pounds). 


13,764,723 

4,600,170 

440,246 

1,010.324 

3,535,220 

114,516 

356,840 

227,643 

2,637,800 

156,503 


Shipments,  net. 


Per  cent. 


48.30 
7.00 
7.10 
0.20 
5.00 
5.10 
6.20 
2.50 
2.80 
LOO 
4.50 


I 


Pounds. 


170,060,848 

25,821,845 

26,451,701 

34,485,583 

21,730,205 

18,770,048 

23,207,610 

0,200,418 

8,404,837 

0,846,235 

16,421,818 


37,753,003'      100.00 


870,427,323 


UNITBD  STATES  STEEL  COBFOBATIOIT. 

Sidemantf — Oontinued. 
JANDARY,  IMM-CentlaiMd. 


ToMlMimanai. 

MlmM. 

Bold<poanda}. 

■■!       S 

DO 
DO 
OO 
DO 
00 
00 
DO 

OO 

•"ssssr 

F«ro«et. 

"sssr 

Pwent. 

^^ 

S,8M,m»18 

1           1 

FEBRDAR7,  IMS. 


Worth. .' 

OtU..'.'.'.! 
Totsl. 


i7,tOt,7X 
3e,7M,0M 

i»,a84,ua 

38,707,780 

iiiooi^sw 

7,170,M6 


17, 710,  too 
18,771.418 
10, 837,4a 


90W(pom.d.).    ^^SigT  P«"=~"- 


CuiMgla. 306,4U,0«a 

Wortt; 63,100,000 

DUnoii 20,073,000 

Lukana. i  U,B«>,000 

Coitral 17,143,000 

CamMk..  lS,lig,BM 

laaa I  2e,na,8a8 

0M» 18,000,000 

Amsrican ll,4aZ,M0 

aiaiROw '  1.103,800 

li4ckk«nDni i  44,141,000 

Total 008,730,083 

'  RepnMoCi  ninblppcd  ordcm  on  books  ud  luupeciSed  balucs  igBlnit 


a60,7n,taT 

ST,1S1,W8 

4ft,m,M7 

6(,  183, SIB 
4S,  106,387 
20, 818.  BIS 
M.  780, 181 
18.144,380 
18,113,381 
IS,  174,316 
83,618,974 


714,667,878        100.00 


aontmitt,  u  of  Dsc  tl,  llOi. 


UNITED  STATES  STEEL  COBPOKATION. 
SuttmenU — Continued . 

UABCH,  ISOt. 


NUUi. 

1 

1  Sold  (pound!). 

i 

FariMnt 

Poond.. 

<?3SnJ.). 

Peruent. 

Fanndi. 

— 

f^__„^                  \       ,„  tui  Mm 

U.IO 

il 

a.  00 

I.  BO 

ii! 

1.W 
.00 
4.«l 

tn,0S8,B3t 

lis 

3e,no,aw 

ISffi:S 

9,MS,411 

Ha 

18,00.730 
l,M»,4tl 

0.00 

11 

^70 
1.00 
£.20 

»^ 

islw 

7[Sil 

14,7*4,000 

Tow 

..         >(B.«>,MO 

100.00 

434,  ana,  7M 

!7,iM,B18 

loaoo 

407, 637,  IW 

Bold  (poond*). 

ttl,7W,G«0 
l(n,tTB,000 
37,8X0,000 

Totilbr 

I  mantle 

ntt 

lolln^m 

71.ttB,MT  . 

43,ua.ieo , 

3a,738,eiD 

KOOlt. 

II 

3.  TO 

4.  TO 
3.40 
i70 
1.00 
4.70 

''M. 

Perowit. 

r»A_t. 

1        13,346 

« 

116 

802 

S 

>1Z,381.043 

1,149,761.677 

100,00 

1.001,838,538 

APRIL,  leoe. 


ShipnmiU,  gross. 


CtotnU.... 
CantitlB... 


49.1(11 

170.137.243 

nq 

260. 1£I 

i.«)] 

179,330,731 

346,438,004 

38.101,369 

100.00 

308, 

338,™ 

UNITBD  STATES  STEEL  COBFOBATION. 

StatmunU — Continued . 
APRIL,  l«»-CoDtln[Md. 

Total  lot  4  moDthi. 


Woi^,'.'; 
Itllnola 


sold  (pound!). 

'^S- 

Percrat. 

"psar 

par  cent. 

TB            Tfl 

M.IW 

I,091,n8,TTS 

i,«e,iw,77i 

100.00 

l,J70.m.M3 

100. 0» 

Illlnou''.! 


Shlpii»nU,gro>a. 

ahlpnMg]U,DM. 

sold  (pounds). 

Export,  etc. 

-™'' 

Ponndi. 

iia,ore,080 

SS.0O 

1     za 

0W,a78 

100.00 

3BS 

071.711 

J2. 010,177 

100.00 

aaa,« 

«4 

lUlnM 

Cnrnbila 

.^■nertciu) 

Lackawanna. 
Total... 


Sold  Ipoundal. 

SWppOdlBWB 

poundiT. 

Percent. 

"jssar 

Pwccnt. 

8W110  040 

8a,t»,ao» 

s.oo 

B3.M9,00e 

l,J26,KO 

1S3 

1,891, 272,  *M 

100.00 

1,733,636.007 

.00.00 

UNITED  STATES  STEEL  OOBPOBATION. 
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Sftotemente— Continued . 

JUN^,  1906. 


Names. 

• 

Sold  (pomids). 

Shipments,  groes. 

Export,  etc. 
(pounds). 

Shipments,  net. 

Per  oflnt. 

Pounds. 

Percent. 

Pounds. 

Carnegie 

Worth 

153,604,720  '       53.60 
18,330,000           8.00 
22,570.000            5.40 
40,950.000  ,         7.90 
19,367,000           6.40 
9,067,462            3.20 

208,6^3,144 
30,271,084 

17,536.479          52.30 
2.263.269            7.90 

186,106,665 
28,007,815 

lOlnols 

20.693,818  '              238,685           5.70 
30,084,660            2,011,687           7.90 
24,268.049              1.379.301            0.40 

20.455,188 

I^iik^ff.,.. _ 

28, 022, 97a 

Central 

22.878.688 

Cambria 

12,276,680 
16.230.580 

3.40 

12,276,630 

Jones 

16,501.709 
8,900.000 
3,651,269 
4,609,100 
5,130,000 

4.80 

499.760 

4.40 

15.730.880 

Otis 

2.60  '           OiSMJitS  '                91)470 

2.60  1             O!  262!  706 

Anjerifian 

1.90             7,380,000                  62,640'         2.10               7,317,550 

Glasgow 

1.20              4,448,084  '                58.495  i          1.20               4.3S9.S39 

I^ielnwanna 

5.60             21.560.347  • 

6.10             21,550.347 

Total 

302,780.260  '      100.00 

380,140.611 

24,141,736 

100.00 

355,998,875 

Names. 


Carnegie 

Worth 

minois 

Lnkens 

Central 

Cambria. 

Jones 

Otis 

American — 

Glasgow 

Lackawanna. 

Total.. 


Total  for  6  months. 


Sold  (pounds). 


782,725,360 

183,306,000 

72,012,000 

166,41S,000 

117.278,000 

53,600,074 

72.575,258 

65.400.000 

29,435,721 

27,426,000 

68,158,000 


'"Xfir"!^""«»- 


Shipped  (net 
pounds). 


1,176,680,760 

179,^,896 

131,429.692 

197.308,298 

147.076,671 

80,366,258 

97,556,652 

56,444,760 

51,461,775 

37.225.976 

115,139,856 


51.80 
7.90 
5.80 
8.60 
6.60 
3.60 
4.30 
2.50 
2.30 
1.60 
5.10 


Per  cent. 


1,049,045,032 

165,967,976 

126,082,612 

189,037,922 

133,377.177 

79,443,586 

92,117,214 

55.780.626 

45.286.845 

36,447.497 

115,139,356 


50.20 
7.90 
6.00 
9.10 
6.40 
.1.80 
4.60 
2.70 
2.20 
1.70 
5.50 


1,628,403,413      2,271,413,103         100.00      2.088,634,682 


JULY,  1906. 


100.00 


Names. 


Sold  (pounds). 


Shipments,  gross. 


Per  cent.  I       Pounds. 


Export,  etc. 
(pounds). 


Shipments,  net. 


Carnegie. 
Worth.. 


W( 

Illinois. 

Lokens... 

Ootral... 

Cambria.. 

Jones...., 

Otis 

American, 
Glasgow. 


Total. 


109,865.600 

50.30 

164.761,715 

16,417,239 

22,070.000 

9.10 

29,830,982 

1,455,661 

72,926,000 

7.70 

25,091,652 

97,936 

21,247.000 

8.70 

28,604,859 

361,930 

26,427.000 

6.90 

22,579,963 

1,520,761 

1.183,201 

3.20 

10,529,852 

84,121 

12,566,019 

3.60 

12,003,666 

830,935 

7,500.000 

2.30 

7,587.219 

220,165 

7,618.000 

1.60 

5,070,531 

1,920 

1,969,500 

L60 

4,866,407 

104,939 

6,860,000 

5.10 

10,579,663 



290,221,320 

100.00 

327,406,358 

21,066,606 

Per  cent. 

Pounds. 

48.50 

148,344,470 

9.20 

28,376,321 

8.10 

24.993,617 

9.20 

28,162,920 

6.90 

21,069,192 

3.40 

10,445,731 

8.70 

11,172,630 

2.40 

7,367,064 

L70 

5,068,611 

1.50 

4,760,528 

6.40 

16,579,663 

100.00 

306,319,752 

nNTTBD  STATES  BTEEIi  COBP0BA.TI0N. 

SttittmeTUt—Coatiiuied. 
JULY,  1( 


ToUlforTm 


i,fi«e,sis,wi      11)0.00 


21S,OBO,U1 
U4,4S«,1M 
W,SS0,2SO 
lOa,  180,844 
B3,1M,6S0 
50,3U,4Sa 

4i,as.ics 
t3i,7ig,oig 


AUGUST,  1B06. 


,_ 

Firoeot. 

FDundi. 

P«o«t.!       Pound*. 

S.1D 
S.SO 

IS 

6.30 
4.40 
2.80 

liao 

S.40 

tt.m 

u.ooo 

S;!!5 
II 

.,^aS4 

4,Ml,S7S 
IK,  068, 527 

a,  766,189 
1,070,312 

,.iS 
.as 

135,555 

265.610 
130.873 

40.00  1         10a,77S,7M 

Sr^^::: 

m;^So 

ta.m.oM 

0.00 ;           3D.M£.0De 

4.S0  1           I^113[s64 
i.eO  ,            8.787.363 

2.20  1             7,340,324 
1.30               4,460,702 

S^:;;;:: 

B,3l»,0OO 
ll,2S3,«30 
3  497  600 
13,024,000 

Total.... 

a»,4ffl.l37 

100.00 

300,963,633 

29.e».81S 

100.00           338,33g,BlS 

Gunsgls 

IllinolsV.V.'.;' 

Cambiia 

OUa.'.'."'.'.'.'.'. 
Amerfcan 

Total... 


Total  lor  S  mooUu. 

1,532,061,587  I       51.80       1, 
239,813,958  8.00 

179,764,739  6.00 


67,69.?,T80  , 

isi|e7;]M6 ; 


2,224,062,870  I    2,9UI,7S2,09( 


UNITED  STATES  STEEL  GOBPOBATION. 
StaUmenU—CaatinneA . 

SEPTEMBER,  1906. 


Nuneg. 

SUpmenls,  etom. 

■ff.K 

"■ 

8blpmaite.nM. 

Parent. 

Pounds. 

P«<,«. 

t™,a.. 

slao 

6.40 

e.40 

6.30 
2.  so 
2.60 
2,10 
1.30 
6.00 

167,6A8,382 

2i'b2s!41S 
17,702, 1S6 

li:S 

48.10 
7.00 

6:20 

2!  30 
2.80 

7.M 

ouo 
a» 

000 

000 

3U 

471 

600 

i.3i: 

2:640 
9C 

IM 

604 

SSI 
M6 

2g!«g: 

19;281 

s;82; 

321 

LuKcM 

central,.,. 

rar 

American 

Olajigow 

eoB 

Total 

B7i 

SM 

734 

100.00 

338,T34,4as 

».I,1 

S73 

"" 

313, $02,336 

Names. 

Sold  (pounds). 

Shipped  (Ei™ 
potmda). 

1,7(            16O 

i    1 

li             81 

,„„: 

Shipped  (net 

■sr 

1,626 

367 

m 

611 

040 

000 

000 
000 
000 

ofls 

700 

61.60 

s 

a 

lino 

''  as 

J7,7Sg 

n.gflo 

09,026 
U.460 
87,542 
46,966 
10;  868 

76|;30 

49.30 

fflS:;-::::::::::::::- 

1        206 

6.40 

Oils 

Araericon 

4* 

3.70 
2.10 

3,30S,  610,502 

100,00 

3,046,796,084 

Carnegie. . . 
nilnoteV." 


Cambria. . . 


7S 

000 

t 

m 

027 

2 

s 

000 

540 
200 

000 

1 

6 

564,421,742        100.00 


P 

344  044  908 

M,21S;442 

996 

lS 

4'M7'ei5 

3S 

(W 

22,953,289 

39 

300 

449.476,705 

28,163 

528 
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UNITED  STATES  STEEL  COBPOBATION. 
S(at«»i<iUt— -Cotttinued. 

OCTOBSp,  U 


ToUltolOmontl 

a. 

NtlDW. 

sold  (pounds). 

"»ir- 

Per  cant. 

"ssES.r 

P-««.. 

"   i 

01 

M 

00 

a 

77- 
W 

i 

a.  30 

8.M 

s.ea 

a.  so 

1.40 

!:S 

S.30 

I.T41,HII.M4 

gffi:!S 

Sie,738,0t7 

314,TTS,U3 

ffi:g;ffi 

<»,3«I.T72 
lW,OH,eN 

SO  20 

I,(IH,018,S4S 

J,7B4,IKB,acr7 

100.00 

1,488,118,1181 

H28    75 
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vx 
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*  1 
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o 
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>  ^^J-  v^-  V      ^^y  .•:■•.:% 


o 
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^^^^^^ 


'^^J-  0< 
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•  » 
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^o 
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